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General Introduction



CHAPTER1

General Introduction

1.1 Preface

For most Sub-Sahara African (SSA) economies, the most important means of generating
foreign exchange revenues have been traditional agricultural products and minerals.
These products have to a large extent been exported in their raw form, with little added
value. The result is thought to have negatively affected the development and status of
micro, small, and medium sized enterprises/farmers. African Union (AU) member states
have sought to improve or reverse this trend by committing themselves towards more
effective agriculture and agribusiness policies. To this end, diversification of exports to
include non-traditional agricultural exports (NTAEs)' has become relevant over the past 3
decades. What is becoming obvious is that the overarching policies at AU and state levels
have not been synchronized with micro level policies both/each of which could strengthen
agri supply chains within the NTAE sector. NTAE small and medium enterprises (SMEs)
can benefit from the growing export opportunities due to international demand for
alternative products. To achieve this the provision of services through the role of
government become vital to NTAE SME entrepreneurial behaviour, and how they respond
to logistics and government support. Thus, the interactions between entrepreneurial
behaviour and contextual factors are important areas which need to be investigated. In
addition, the discussions provide information on interventions in the NTAE sector likely
to support Ghana’s Global Agenda 2030 and the attainment of sustainable development
goals (SDGs). The thesis provides insights into how selected NTAE SMEs in Ghana
respond to government stimulus, as these will have implications for policy makers and

practitioners.

1.2 Introduction

Agriculture has been and still is the backbone of the economy of many developing
countries. As the main source of foreign exchange, agriculture has received increasing
attention from governments and international development partners, for the entire value
chain, particularly high value commodities (Babu et al., 2015). For Sub-Saharan Africa
(SSA), agriculture is thought to show the fastest growth (Livingston et al., 2011). This

accounts for the growth in the economies of countries such as Ethiopia (8.5%), which is

' NTAEs include horticultural products, tubers, wood, apparel among others. See Section 1.2 NTAE
Sector pp4.



the fastest growing economy (per GDP growth %) in SSA, followed by Rwanda (7.8%)
and Ghana (7.6%) IMF (2019%). In 2017, Ghana was considered to be one of the best
performing countries in Africa being about 30 percentage points away from the frontier’.
The growth is backed by agriculture which is still an economic mainstay of many SSA
countries, employing about 60% of the workforce, and, contributing an average of 30% to
the gross domestic product (Thornton et al., 2011, pp118). Agricultural exports from
Africa formed 12% of world trade. Out of this, agricultural products (added value
agricultural products —semi/processed) made up 10% of the 12%. These agricultural
exports are “high value cash-crops such as cocoa, tea, cotton, and oranges” (Livingston
etal.,2011, pp6). Ghana's traditional exports are cocoa, gold, and, timber which accounted
for 62.6% of merchandise exports’in 2017 (Bank of Ghana-BOG, 2017).

Agriculture in Ghana is based on small holder farming of arable land under irrigation
(Martey et al., 2012, pp2132). Around the 1960s, 70% of agricultural holdings were
managed by small farmers (mainly family businesses), and government agricultural
holdings were not more than 10% (Oppong et al., 2014, pp79). Ghana was at the time, the
world's largest producer of cocoa, which contributed 45% of foreign exchange earnings.
The proportion gradually dropped to 35% in the 1990s and to 25% - 30% around 2010
(Essegbey & Ofori-Gyamfi, 2012; Quarmine et al., 2012). In 2016 and 2017 cocoa
contributed 23.2% and 19.1% respectively, to Ghana's foreign exchange earnings (BOG,
2017).The fall in the share of export earnings could be attributable to a drop in production
and market prices. As Aryeetey & Mckay (2007) suggest, this may have been caused by
negative export policy(s) in the 1970's leading to high taxes on cocoa and overvalued
exchange rates. This drove farmers to change to the production of other crops or other
activities. The trend was reversed in the 1980s with the inclusion of non-traditional
exports (NTEs’)—mostly agricultural or processed agricultural products, including
pineapples, yams, wood products, cocoa products, canned tuna, and oil palm products
which increased revenue contribution to trade (Aryeetey & Mckay, 2007, pp155). In the
1980s, the then government introduced policies to diversify exports in order to increase

revenues (Egyir et al., 2012). These policy interventions which included the Economic

? In: Business News March 1, 2019. See References pp173.

’ Frontier is explained as the best performing country in the world, i.e. New Zealand-86.6 (Ghana-
57.2) -based on 2017 World Development Indicators,
https://databank.worldbank.org/data/reports.aspx?source=2 &series=IC.BUS.DFRN.XQ

* Merchandise exports are cocoa beans and cocoa bean products, gold, timber and timber products,
crude oil. Other exports are non-traditional agricultural exports and minerals: aluminium alloys,
bauxite, diamond, and, manganese (BOG, 2017, pp16-17)

*NTEs also include aluminum, base metal, plastics and chemicals.
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Recovery Programme (ERP) and Structural Adjustment Programme (SAP) promoted
non-traditional agricultural exports (NTAEs). Changes in the global market for
agricultural commodities in the 1990s, led to rising importance of NTAEs, especially
horticultural products, from many African countries, including Ghana. The export of fresh
fruits and vegetables rose by 243% between 1980 and 2005 (Ouma et al., 2013). BOG
(2017) annual report statistics show non-traditional exports in 2015, 2016, and 2017 was
USDS$ 2.24 billion (21.8% of total exports), USD$ 2.05 billion (18.4% of total exports),
and USDS$ 2.06 billion (14.9% of total exports) respectively. The increases in agricultural
component of NTE was partly due to opportunities for value addition (through processing
and creating new products). However, small businesses and smallholder farmers were
increasingly marginalized as a result of the adverse effects of globalization, unfair
competition, specialized requirements for innovation, food safety and quality (Banson,
2015).

There are no statistics immediately available on Africa's total NTAE products/exports as
either a share of global trade or export volumes. However, the Food and Agricultural
Organisation-FAQO, 2004 studies make mention of the increasingly important role of
developing countries to world trade in NTAEs. Developing countries accounted for 56%
of NTAE world trade in 2001. This percentage includes Africa although Africa's
portion/contribution is not identified. It should be observed that in terms of international
trade and export data “retail sales and export values are not strictly comparable due to
differences in data collection methods” (Willer & Lernoud, 2017, pp69). Cote d'Ivoire and
Ghana held 17% and 3.8% of world pineapple trade in 2001 (FAO, 2004) which shows
good performance for this sub-sector product. Situating the NTAE performance of Ghana

in the context ofthe Africa region is however a challenge for the reasons presented.

NTAE Sector

The NTAE sector includes exotic fruits, vegetables, tubers, processed and semi-processed
wood, apparel, rubber and agricultural products. Cocoa paste, canned tuna, veneer, cocoa
butter, sheanut butter and pineapples are among the leading NTAE products (Abban et al.,
2013; Hinson, 2011). Figure 1.1 shows a remarkable export growth of the NTAE sector
(Ghana Export Promotion Authority-GEPA 2018 Statistics) from 2007 to 2016°. In 2007,
total NTAE revenues amounted to USD $898 million, while in 2016, the total revenue

 GEPA 2018 Statistics on NTAE Performance per Sub-Sector (year by year) can be found in
Appendix 5, pp137.



from NTAEs had risen to USD $2 billion. This represents an increase 0f223%. The overall
performance does not reflect the sub-sector performance also in terms of weight/volume.
For example, the performance of cereals alone (rice, maize seed, cereals, and maize)
dropped 65% from 6.5 thousand kg in 2007 to 2.26 thousand kg in 2016, although the
revenues fell by 26% from USD $ 1.47 million in 2007 to USD $ 1.09 million in 2016.
Figure 1.1 presents a comparison of aggregated values in United States dollars for 2007
and 2016.

Figure 1.1 NTAE Performance by Sub-Sector, 2007 and 2016

NTAE Pe I’fCJ rmance by Su b-SECtGF A | cereals, coffee, tea, mate, spices, prepared
cereals and tubers, prepared food and
2007 and 2016 beverages, sugar and sugar confectionery
g | dairy products (raw), animal feed, dairy
500000000 products (processed)

C | fish and seafood, meat and meat offal

500000000 -
horticultural products, vegetable saps and

400000000 D extracts
300000000 E | oil seeds and nuts, animal or vegetable
200000000 oils, essential oils
100000000 l F | other agricultural products, cocoa products
0 e l -' a
A B C D E E F G H

Revenue USD S

G medicaments, tobacco and tobacco
substitutes

Sub-Sectors H footwear and headgear, textile and

garments
handicrafts, leather articles, travel goods,
wood products

m 2007 m2016 I

Source: GEPA Annual Report 2018

Discussions in the literature on Ghana's NTAE sector suggest, horticultural products, such
as pineapple, papaya, mango and chilies, were given attention right from the 1980s (Egyir
etal., 2012). For this reason, horticultural exports experienced substantial growth over the
past three decades. Fresh fruits and vegetables made significant contributions to growth of
Ghana's agricultural sector (Kleeman et al., 2014). The export of pineapples, rose
significantly in the 1980s but dipped in 2004 because of the shift in pineapple variety
demand on the global market from smooth cayenne to MD2 (Kleeman et al., 2014, pp 80).
This shows that market information to pineapple exporters was either inadequate or not
acted upon. In Ghana's shea sector (see Appendix 9 for recent developments), exporters of
processed products are innovative in developing new product lines; however expansion
appears inhibited by lack of a regulated shea sector, “non-existent working policy for shea
and breaks or gaps in the shea supply chain” (Abban et al., 2014, pp65). These two cases

suggest that there are sub-sector peculiarities (such as, different levels of market



information, different regulatory frameworks) to exporting of NTAEs. This is in spite of
the government export incentive packages (retention of export earnings, income tax
rebates) introduced in the 1980s and 1990s (Kuada, 2000).

SMEs inthe NTAE sector

The NTAE sector is dominated by small and medium enterprises (SMEs) who contribute
to 70% of GDP, over 80% of employment and make up 90% of Ghanaian businesses (Abor
et al., 2014). As a consequence, NTAE SMEs are important for government, because of
their contribution to reach socio-economic objectives (Quaye et al., 2014). SMEs can be
classified in terms of their assets/employees: Micro: < $US10,000/1-5 employees;
Small:$US10,001< 100,000/ 6-29 employees; Medium:$US100,001 < 250,000/30-99
employees (Abbanetal., 2013; Abor & Quartey, 2010). SMEs play an important role in the
NTAE sector, though they appear not to have been performing well. This is in spite of
various assistance programmes, incentive schemes, and, technical support from
governmental and non-governmental organisations (NGOs), and multilateral agencies’
made available to them (Boansi et al., 2014; Oppong et al., 2014). Some reasons advanced
for not performing well are that SMEs face peculiar problems. These include deficiencies
arising from their limited resources and limited range of their technological competencies
(Mahmoud, 2011). Institutional problems are considered as another factor affecting
SMEs. The public incentive schemes and programmes are still considered sub-optimal in
their net effect on export operations (Buatsi, 2000, pp15). On the one hand, exporters may
not be knowledgeable about export financing and experience difficulties in obtaining
finance. On the other hand, it is also true that financial institutions lack in-depth
knowledge of export sector operations. For this reason, financial institutions are not well
equipped to assist SME exporters (Buatsi, 2000). Quartey et al. (2017) discuss the limited
access to credit of SMEs in Ghana and indicate that the problems originate from
commercial or equity banks (lack of understanding of the agriculture sector), institutional
imperfections (incongruent regulations; lack of policies) and also the SMEs themselves
(limited capacities/skills). Besides these, there are other factors that may hinder SMEs
operating in the NTAE sector. For example, Ghanaian companies especially the SMEs are
thought to have “no concept of the importance of the internet for export marketing”
(Hinson, 2010, pp338). The internet is believed to have the potential of impacting business

operations through information acquisition, market access, and, export promotion,

" Multilateral agencies obtain their funding from multiple governments and spend it on projects in various
countries.



although the associated costs of these may be an impediment to NTAE SMEs (Hinson &
Abor 2005, pp236).

1.3 Problem Statement and Objectives

For Sub-Saharan economies to develop more fully their agricultural sector, there is the
need for them to exploit opportunities provided by their vast and varied resources, and, not
limit themselves to a narrow core of resources. Some ways to do this are through
diversification, innovation and value added. While agriculture is proven to be the
backbone of many African economies, “agricultural diversification and production of high
value crops” showcase the importance of the NTAE sector, and, illustrate its potential for
development (Dolan & Humphrey, 2000, pp148). This cannot be done without a critical
assessment of the NTAE SMEs and the environment in which they operate. Identifying the
enabling factors that may impact their export performance is therefore important (Buatsi,
2000).

There is a pile of literature on Ghana's export and SMEs, mostly on finance, internet use,
marketing, environment and resources (Ansong & Agyeman, 2016; Yeboah, 2015;
Adomako & Danso, 2014; Adu-Gyamfi & Kornelieussen, 2014; Obeng et al., 2014;
Quayeetal.,2014; Yamoah etal.,2014; Mahmoud, 2011; Boateng etal.,2011; Aryeetey &
Ahene, 2005) and a growing amount of literature on NTEs and SMEs (Boso et al., 2016;
Abor et al., 2014; Hinson, 2010; Hinson & Soerensen, 2005; Hinson & Abor, 2005;
Kuada, 2000; Buatsi, 2000) and some research on NTAE sub-sectors (Banahene et al.,
2016; Abbanetal.,2014; Oumacetal., 2013; Melle & Buschmann, 2013; Taylor & Owusu,
2012; Takane, 2004) but a theoretical gap still exists that needs to be explored to identify
which factors at the NTAE SME level, and, at the level of the SME's environment
stimulate or hinder NTAE performance. The findings will explain further which resources
and networks are most relevant for the NTAE sector. Specifically criticisms of the RBV
suggest that resources alone do not fully explain performance thereby constituting a
theoretical gap. The unexplained link can be better explained by application of other
theoretical concepts. For this reason, the network and supply chain management theories
are used together with the RBV to explain the gap, and, better link resources and networks
to performance. This study intends to contribute to the literature by proposing which
factors, resources, supply chains and networks at the NTAE SME level, and, the business
environment affect NTAE performance. The study makes use of a mixed method of

analysis dwelling extensively on a qualitative approach with statistical applications. The



contribution will inform whether the findings are consistent with theories on exporting

SMEs in general, are peculiar to Ghana's NTAE sector, or, lead to new theoretical insights.

While there are challenges to export growth and difficulties for individual NTAE SMEs,
some NTAE SMEs are exporting more successfully than others. In this thesis, this will be
analysed using the theoretical insights of the Resource Based View (RBV), Network
theory, and, Supply Chain Management (SCM), although these theories do not fully apply
to the NTAE SME context in Ghana. The contextual factors of NTAE SMEs in developing
countries, their internal capabilities, the logistic/chain characteristics and the relationship
(positive/negative) to government support are often not addressed in the literature. In
discussing these factors we follow Buatsi (2000) who divides the underlying factors
determining the ability to export to be attributable to “sources within the firm” and

“sources outside the firm”.

The overall objectives of this study is to identify the internal and external factors that
facilitate or hinder NTAE SME export performance. This knowledge is used to provide
suggestions towards a more effective policy framework, to support NTAE SMEs
operations. The study is also considered important to the current discussions related to
Ghana's Global Agenda 2030, and, the possibilities to reach the sustainable development
goals (SDGs). Specifically, development goal 1 —no poverty, goal 2 — zero hunger, goal 8 —
decent work and economic growth, goal 9 — industry, innovation and infrastructure, and,
goal 12 —responsible consumption and production (UNCG, 2017).

1.4 Research Questions

This thesis addresses the following central research question and sub-questions:

The central research question is:
Within the theoretical context of the Resource Based View (RBV), Supply Chain
Management (SCM), and network theories, which characteristics (specifically
internal capabilities, resources, and, network relationships) of NTAE SMEs and

their business environment, are positively related to their export performance?

The sub-questions to be addressed are:
1. Which of the firms' internal capabilities are most relevant to NTAE SMEs
export performance?
2. What are the challenges that confront exporting NTAE SMEs and what could
be done to improve the situation?



3. What combination of the firm resources and network relationships are
positively linked to NTAE SMEs performance?

Each sub-question is not specifically linked to one chapter. The results of 2 or 3 chapters
are used to answer the research questions in Chapter 7. The results of the Chapters 3 and 4
are used to answer sub-research question 1 on the internal capabilities relevant to NTAE
SMEs export performance. The results of the Chapters 1, 2 and 6, are used to answer the
sub-research question 2 on the challenges confronting exporting NTAE SMEs, and, how
the situation could be improved. While the results of the Chapters 5 and 6 are used to
answer the sub-research question 3, on the combination of firm resources and network
relationships that may positively affect NTAE SME performance.

1.5 Theoretical Framework

This study is mainly based on the Resource Based View (RBV) of the firm, network
(relationships) analysis, and, Supply Chain Management (SCM) (export linkages) as
presented in Figure 1.2. The resource based view (RBV) is an approach that facilitates the
study of a firm's capabilities and ability to exploit opportunities. Originally attributed to
Wernerfelt (1984), the RBV looks at resources and products of the firm as two sides of the
same coin. Unlike products, there is the attribution of resources as a broader set of
resources. This can be traced back to Penrose (1959). Within the context of this study,
RBYV has been used to explain the SMEs entrepreneurial strategy, innovation and supply
capacities (Schumpeter, 1942; Gashi et al., 2014; Barassa et al., 2016). A key attribute of
RBYV is to provide the premise for explaining and investigating various theories of, or,
related to the firm. Most importantly, and, related to this study is the reference to RBV to
discuss the environment of the firm. The focus is on intra and inter firm activities and

relationships with respect to networks and actors in the firm's supply chain.

The RBV suggests that the resource base of the firm determines the networks available to
the firm, and, how access to resources and opportunities in another network may prove
advantageous to the firm (Granovetter, 1973, 1983). The study contributes to the
perspective of supply chain as complex or interacting networks confronting the firm,
(Christopher & Peck, 2004) for which the firm resource(s) determines performance. The
network theory is linked to the SCM of the firm, because it helps in determining the actors
that can be found upstream and downstream of a firms' supply chain, and, how these actors
interact throughout the chain. This is because chain actors act differently at each stage of

the supply chain (Hugos, 2018).
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Figure 1.2 Theories applied in the study

The application of RBV to this study is supported by literature. RBV has been used to
explain determinants of a firm's internationalization process (Barney, 1991; Wernerfelt,
1984) which makes it relevant to our study context. In particular the RBV theory focuses
on the internal determinant factors “that have a potential effect on exporting (resources
and capabilities)” (Galati et al., 2014, pp105). The RBV theory has been used in several
studies to explain or discuss factors that determine firm behaviour in export markets, or
export success (Galati et al., 2014). In combining RBV with export research, it is evident
that a “firm's resources are closely related to its export performance” (Chung et al., 2019,
pp5-6). These views are also supported by Makri et al. (2017) who argue that application
ofthe RBV has contributed to theoretical development, and, logical rigor of export related
studies. This makes the RBV very useful to this study.

However, there have been criticisms of RBV in the literature which cannot be overlooked.
These have been related to description/definition of RBV, assumptions, and, applications
(Hoopes et al., 2003; Armstrong & Shimizu, 2007; Sanchez, 2008; Seoudi, 2009). More
recently, Shafeey & Trott (2014) discussed extensively the schools of thought and the
criticisms of the RBV. While the schools of thought have discussed RBV in terms of
resources, dynamic capabilities and core competencies, these have not been distinctly
addressed in the literature. In addition, the RBV theory is developed on the valuable (V),
rare (R), imperfectly imitable (I), and organization (O), known as the VRIO framework.
This is thought to explain resource based competition (competitive advantage and
performance) of the firm. Shafeey & Trott (2014, pp3) argue that the RBV based on
fundamental, conceptual, and, theoretical criticisms of VRIO, “does not adequately
address the notion of resource-based competition, and its claim to be a general view of
resources is unwarranted theoretically and unsupported empirically”. In other words,
RBYV does not (on its own) adequately explain firm (export) performance. The argument
about this theoretical gap buttresses earlier assertions such as Sirmon et al. (2007), that the
findings on RBV based research have been mixed. This suggests an unexplained link
between resources and performance. To strengthen the resources and performance link

would therefore require the application of other theories that facilitate the use and
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application of resources, such as network and supply chain management theories.
Business and strategic management literature considers RBV as one of the significant
perception approaches, given the complicated external business environment of the firm.
RBYV contributes extensively to discussion of internationalization issues (Khalefa, 2018).

Atthe center of most discussions on internationalization in the literature is network theory.

Network theory is about making use of knowledge and information from two or more
business connected relationships. Businesses are based on one or more networks relating
to suppliers, buyers, government, distributors, and customers, among others (supply
chain). Networks support the structures that facilitate or determine the degree of
internationalisaton. In addition, the network relationships are facilitated by actors, either
organisations or individuals, with a large number of social relationships — called network
structures (Mitgwe, 2006; Hakansson & Snehota, 1995; Johanson & Mattsson, 1987). To
analyse the network structures the context also needs to be established. There are 3 key
factors that determine network structures namely actors, resources and activities/
operations (chains) (Axelsson & Easton, 2016; Hakansson, 2015). While the actors
manage the resources and chains, the nature of the resources and chains also determine the
type of actors. The type of actors determines the type of networks that are likely (to be
found in a firm's supply chain) to facilitate internationalization. The literature discusses
network structural and relational embeddedness to include: network density, network
complexity, weak and strong ties, bridging and bonding ties, trust and contracts (Leeds,
1964; Granovetter, 1983, 1973; Gulati, 1988; Burt, 1992; Kawachi, Kennedy, Lochner &
Prothow-Smith, 1997; Long, 2001; Newman, 2003; Woolthuis, Hillebrand &
Nooteboom, 2005; Bhagavatula, 2009). Although these discussions are generally related
to the firm's social, local, international and governmental networks, it is only networks of
importance and value that need to be considered by the firm (Hakansson & Snehota, 1995;
Costa e Silva et al., 2012; Yamin & Kurt, 2018; Khalefa, 2018) in relation to its

activities/operations (chains).

Chinetal. (2015) describe a supply chain as a complex network of actors in both upstream
and downstream processes. Their activities, either directly or indirectly, spans from
production to delivery of products or services to the ultimate consumer. Managing
networks in the supply chain is thought to be complex because of there are several
activities, sub-systems, relationships and operations. To achieve the objective of a supply
chain in the short term (reduce cost and increase productivity), and, long term (reaching
customer satisfaction and profit) also requires the optimal use of a firm's resources and
capabilities (Chandra & Kumar, 2000; Tan, 2002; Li et al., 2005; Chin etal., 2015). It is the
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firms that capitalize on strategic opportunities in their supply chains by appropriating the
benefits (knowledge, experience and information) of their networks that are better able to

sustain competitive advantage and performance (Hultetal.,2007; Reyes etal.,2015).

These theoretical concepts provide a brief description of the relevance of the theories used
and how these theories are related to the study context. Further discussions on the theories
are presented in the Chapters 4 to 6. Chapter 4 discusses the internal capabilities of the firm
(resources and capabilities) and its export chains in relation to export performance.
Chapter 5 focuses on the role of networks and supply chains in reaching higher export
performance, while Chapter 6 combines empirical analysis on resources, capabilities, and
networks in the firm's supply chains linked to export performance. The outline of the thesis

details further how these theories and concepts are explained and applied.

Contributions to the literature

The study conceptualizes RBV (firm and CEO characteristics) and networks as a part of
the firm's internal capabilities. The supply chain (export mode) and interactions with
institutions (services and finance) are conceptualized as part of the firm's external
environment. In doing so, the issues, networks, and, resources relevant to the upstream
related processes and downstream related processes are easily identified. Specific insights
are provided in this thesis about the relevant actors in NTAE SME supply chain and
networks, and, how these (combined with resources) relate to export performance. The
plethora of studies on SMEs in Ghana earlier mentioned, have focused on exports, finance,
NTEs, or, some sub sector other than the NTAE sector. The study adds to the
understanding of which factors are most relevant to NTAE SMEs for export performance.
It provides some evidence on which combination of networks and resources are relevant to
upstream processes and downstream processes. The thesis also offers empirical analysis

of factors that impact export performance of NTAE SMEs.

1.6 Outline of the Thesis

The outline of the thesis is presented in Figure 1.3. There was need to first obtain some
insights through an overview of Africa's agriculture and agribusiness as presented in
Chapter 2. A qualitative exploratory study was conducted based on the views of experts
(government officials and decision makers) actively contributing to the formulation
and/or implementation of the policies in respective African countries. Their contributions
are in relation to agri supply chains, and/or support to respective governments to meet
targets related to agricultural development. These general perceptions (based on

questionnaires-Table 2.3) are useful in providing some ideas of the nature of the
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environment for agri supply chains, and, in particular, macro level support to exporting
SMEs, and, within the context of Ghanaian NTAE SMEs sector.

The perspectives in Chapter 2 are narrowed down to the challenges, actors, and strategies
adopted in the Ghanaian shea industry in Chapter 3. The shea industry is a sub-sector of
the NTAE sector and is randomly selected as a pilot study. The aim is to find out if the
perspectives of the experts in Chapter 2 are similar to those of an NTAE SME exporter.
Chapter 3 applies a phenomenological approach to a qualitative analysis applied on a
“best in class” SME. This is through an on-site interview with the CEO of Ele Agbe, a
multiple award winning SME operating in Ghana's shea sector (an NTAE sub-sector).
General questions were asked to identify possible relevant factors and networks in an
SME's environment. The findings are used to compare/contrast discussions on the NTAE

SMEs in the subsequent chapters to determine whether there is consistency in the results.

The empirical analysis are presented in Chapters 4 and 6, based on the structured on-site
interviews of the CEOs/top management of 152 exporting NTAE SMEs in Ghana. In
Chapter 4,the RBV approach is used to analyse the research model on internal capabilities
(human and physical capital, social and management team networks) of the participating
SMEs related to the export performance as perceived by the CEOs. This study helps to
identify which internal capabilities that are relevant to NTAE SME export performance
need to be sustained or further developed. While a number of studies exist that relate the
internal capabilities of firms to exporting, these have mostly been conducted in developed
countries (He et al., 2013; Morgan et al., 2012). Only few studies (Adu-Gyamfi &
Korneliussen, 2013; Buatsi, 2000), have focused on internal and external barriers, and, the
antecedents of export performance in Ghana, but these were not conducted in the NTAE

sector.

Chapter 5, is a qualitative study of the network relationships of ten NTAE SMEs with
relevant actors and institutions to investigate what the SMEs can do to improve these
relationships. Studies on networks of SMEs in Ghana have been linked to entrepreneurial
or marketing orientation of firms (Boso et al., 2013; Acquaah, 2012). These studies were
undertaken with the purpose of determining what kind of networks could be relevant to
improve SMEs export performance. Following this, Chapter 6 provides an empirical
analysis of 152 NTAE SMEs in Ghana. The RBV, supply chain, and, network theories are
referenced and related to the (internal and external factors) study model. The analyses are
used to propose which factors are positively related to export performance and support
policy interventions. Finally Chapter 7 discusses the main conclusions, explores their

implications, and, presents recommendations for policy makers and practitioners.
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CHAPTER 2

Perspectives on Agriculture and Agribusiness in Sub-Saharan Africa

2.1 Introduction

Agriculture, including agribusiness plays a vital role in Africa for growth and
development. On average, agriculture contributes to about 50% of the continent's
productive economic activities. For Sub-Saharan Africa (SSA), agriculture “creates jobs,
generates income, produces food and contributes to social stability”, and, accounts for
“25% of SSA's GDP on average” (Schaffnit-Chatterjee, 2014, pp3). Agriculture is
believed to account for 70% of the labour force in SSA out of which an estimated 75% are
rural poor surviving on $1 or less per day (Aker, 2010). A more recent publication on SSA
suggests that agriculture's share in national gross domestic product (GDP) and total labour
force shrank, due to movements into the services sector. However, “rising incomes,
rapidly growing “consumption cities”, and continued high population growth in rural
areas have stimulated agricultural commercialisation” (Ecker, 2018, pp271). In addition,
agriculture is thought to receive “increased attention from national governments and
international development partners” for which reason(s) “interest in agricultural
development should be spread beyond on-farm production to include all aspects of the
value chain, particularly for high-value commodities” (Babu et al., 2015, ppl). Bates
(2005) suggests that tropical African economies are based on production and export of
primary produce such as timber, mineral, and oil, and, agricultural produce such as coffee,
tea, cocoa, palm oil, palm kernel oil, cotton seed, groundnuts, sisal and cotton. There is the
need for agricultural added-value produce and products to improve revenue generation.
Agriculture, commerciali-sation, agribusiness and exports in particular are important to
the agri supply chain of African economies dominated by micro, small and medium sized

farmers/enterprises.

Agriculture is basically food production for consumption. Agriculture has promoted
economic growth amongst several developing countries the world over, although “in
African countries, agriculture is widely seen to have performed worse than in Asia and
Latin America” (Pretty etal., 2011, pp5). It is for these reasons that agribusiness especially
agribusiness export is of relevance to SSA economies to generate additional revenue and
diversification of traditional primary produce exports. Agribusiness is seen as the link
between agricultural producers (farmers) and consumers. It is the off-farm link in the
agricultural value chain. It covers input suppliers, agro-processors, traders, exporters, and,
retailers (Roepstorff &Wiggins, 2011). The idea of agribusiness being a catalyst for
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development is supported by the view that it also creates opportunities in the rural non-
farm economy for the rural poor (World Development Report (WDR), 2008). In Africa,
the features of agribusiness are not much different from those of agriculture. It has several
and scattered micro, small and medium scale businesses which are predominantly owned,

operated, and controlled by women.

Agribusiness is expected to grow faster than on-farm production in Africa especially in the
area of food processing and distribution, thereby contributing an increasing proportion to
national incomes of SSA economies (Babu et al., 2015). This contrasts with the earlier
view of Dineham & Hine (1984) who suggest that the agribusiness method of agriculture
is capital intensive, and, requires use of new technologies to improve yields which may be
beyond the small, mostly rural farmers. In general, over the period from the 1980s to 2010,
all the regions in Africa experienced net agricultural production growth with the greatest
increases in North and West Africa (Pretty et al., 2011). The relevance of agriculture and
agribusiness for SSA is for the need to sustain economic transformation because unlike
east and south-east Asia, SSA “did not participate to the same degree in the Green
Revolution of the 1970-80s and has, therefore, not been able to reap the economy-wide
rewards”, and, neither have “policy priorities set forth in forums such as the Abuja
Declaration, Malabo Declaration, and under the Comprehensive Africa Agriculture
Development Programme (CAADP)” been met (Sheahan & Barrett, 2017, pp12).

2.2 Overview of Initiatives in Agriculture and Agribusiness in Africa

Within the context of agriculture and agribusiness, African leaders sought to transform the
focus of the Organisation of African Unity (OAU) now African Union (AU) to economic
development through initiatives such as: “the Lagos Plan of Action (1980); the Final Act
of Lagos (1980); the Africa's Priority Programme for Economic Recovery (1986-1990);
the African Alternative Framework to Structural Adjustment Programme (1989); the
African (Arusha) Charter for Popular Participation and Development (1990); the Abuja
Treaty (1991); and the Cairo Agenda (1994), amongst others”(NEPAD, 2012). The
inability to achieve the objectives of these initiatives and consensus building led to the
establishment of the New Partnerships for Africa's Development (NEPAD) in 2001.

NEPAD was integrated into the African Union (AU) with the creation of the NEPAD
Planning and Coordinating Agency in February 2010. NEPAD has the support of the AU
and Regional Economic Communities (REC). The framework for NEPAD's agriculture
and food security programme area is guided by the Comprehensive Africa Agriculture
Development Programme (CAADP) established in July 2003.
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CAADP aims at improving and promoting agriculture and agribusiness across Africa. It
aspires to foster active farmer participation in the market economy. The vision was set to
accomplish these objectives by 2012. Unfortunately, this has not been achieved largely
due to the lack of commitment of member states to meet agreed resource targets for
agriculture. The African Union (AU), with a membership of 54 countries committed to the
CAADPin July 2003.

The key objectives of CAADP were for AU member countries to invest 10% of national
budget (GDP) in agriculture and to increase agricultural productivity and growth by 6%.
As at May 2011, only 26 countries (less than half the AU membership) had signed the
CAADP Compact2007. Earlier, in 2005, six (6) countries (Niger, Ethiopia, Burkina Faso,
Chad, Mali, and Malawi) were the only ones to achieve the target of allocating 10% of
national budget to agriculture. In 2010, only 8 nations stated having attained the 10%
target and 10 nations also met the 6% target. Nineteen countries had agricultural
productivity growth between 3%-6% (NEPAD, 2012).

Following the inability of over 50% of AU members to meet the CAADP targets in 2012
there was the need to review policy directions leading to the June 2014 Malabo
Declarations. The objective of the declarations was for commitments specified in actions
and processes towards agricultural transformation by 2025 (African Union Commission
AUC, 2019). Of relevance to discussing the gap between the actual performance of
member countries and benchmark targets for the CAADP are factors related to the agri

supply chain (agriculture and agribusiness supply chain).

AgriSupply Chains

A supply chain can be described as the span of activities from inputs and raw material
sources to finish, distribution and outlets. It involves all stages “directly or indirectly in
fulfilling a customer request” (Hugos, 2018, pp2). Most actors in SSA agri supply chains
are micro, small and medium scale businesses/farmers/entrepreneurs (Kleemann et al.,
2014). Also “agricultural production systems are largely based on smallholder farms”
(Livingston et al., 2011, pp9). The importance of the agri supply chain arises, because
“significant volumes of food are lost after harvest in sub-Saharan Africa (SSA), the value
of which is estimated at USD 4 billion for grains alone” (Affognon et al., 2015, pp49).
According to Affognon etal. (2015), one of the reasons for this is, imprecise understanding
ofthe working ofthe agri supply chain by small scale farmers/entrepreneurs. For example,
the losses in SSA tomato supply chains were found to be much higher for small scale

farmers than for large scale farmers engaging in commercial agriculture (Sibomana et al.,
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2016). In addition, supply chains have become increasingly important due to consumer
awareness and demand for more information about products including quality, health,
farming, distribution, marketing and processing activities and possible value co-creation

opportunities (Handayati etal., 2015).

Agri supply chains each have their peculiarities, and, or challenges. These have been
discussed in a number of perspectives. Some of these include collaboration between
organisations in food supply (Bijman et al., 2006), decision making and planning (Shukla
& Jharkharia, 2013; Tsolakis et al., 2014) and coordination of different function within a
supply chain (Handayati et al., 2015). Although “research on coordination-related issues
in an agricultural supply chain is in its early development” (Handayati et al., 2015, pp2),
and a number of studies exist on specific agri sectors and supply chains, such as, Dolan &
Humphrey, 2000; Whitfield, 2011; Abor et al., 2014; Affognon et al., 2014; Amanor &
Chichava, 2016; Babu et al., 2016; Sheahan & Barrett, 2017; Ecker, 2018; CAADP 2019
to mention a few, none of these studies discuss the external factors that enable the proper
function of the agri supply chains within the context of the African Union initiatives. Four
broad thematic areas are identified, namely: public policy, investment financing, political

wherewithal and partnership opportunities, and linkages.

This chapter is an exploratory study involving 5 cases (the countries listed in Table 2.1)
and is based on the views of 11 experts, responsible officials and decision makers on the
four identified external determinant factors to the agri supply chains (agriculture and
agribusiness). It attempts to address the following research question: Will the external
determinant factors (public policy, investment financing, political wherewithal and
partnership opportunities, and linkages) of the agri supply chain within AU member states

support initiatives and achieve targets?

2.3 Contextand Research Methods

The study context was the Agricultural Green Revolution Forum held in 2012 in Arusha,
Tanzania. The Forum brought together private and public sector experts, responsible
officials and decision makers in AU member countries and provided an opportune
platform to correspond with AU member delegates. Specifically participants included
African heads of states, ministers, private agribusiness firms, financial institutions,
farmers and NGOs to discuss Africa's farming industry, and, the potential of its small-

scale farmers/entrepreneurs with the objective to address developments within Africa's
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agriculture sector’. The major themes for the forum were: rethinking public-private
partnerships, revolutionizing agricultural finance, making markets work and building the

foundations for rapid growth in agricultural productivity’.

A purposive judgmental sampling approach was used in targeting specific individuals of
African countries who held managerial portfolios in their institutions or state. These
individuals worked in institutions which were either agriculture based or agriculture
related. A total of 30 self-administered questionnaires were distributed. The
questionnaires included open ended questions and closed ended questions (drawn on 5
point 'Likert' scales) presented in Table 2.3. Eleven completed self-administered
questionnaires were received representing a response rate of 37%. The survey was
conducted on-site by the researcher, so explanations and clarifications could be readily
given if needed. The distribution of respondents per case (country) is summarised in Table

2.1 below. Table 2.1 Number of Respondents (per country/case)

Case Country No. of Respondents
1, la Tanzania 4
2 Mali 1
3 Mozambique 1
4 Kenya 2
5 Ghana 3
TOTAL 11

The 5 cases (in Table 2.1) were chosen to include one success story (Mali), one of the three
countries (in addition to Ethiopia and Chad) that had obtained both the CAADP target of
10% of national budget to agriculture and the CAADP target of 6% agricultural growth in
2012.

Description of the respondents

The questionnaires represented the views of the individual respondents for 5 cases
namely: Ghana, Tanzania, Zanzibar (1a, part of Tanzania), Kenya, Mozambique and Mali.
The relevant background information of the respondents is shown in Table 2.2. About 30%
of the respondents (3) were female and the remaining 70% of respondents (8) were male.

Of the total number of respondents 45% had core agriculture or agriculture related

* http://www.africanfarming.net/events/event-news/tanzania-to-welcome-african-green-revolution-
forum
’ http://paepard.blogspot.com/2012/10/african-green-revolution-forum-2012.html
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specialisations. All respondents were in senior decision making positions with the average
overall work experience being 16.9 years. Where years of experience in the agriculture
sector was considered, the shared average experience for respondents was 10.7 years. This
included respondents who did not work directly in the agriculture sector. When these
respondents were excluded the average experience in the agricultural sector was 13.1
years. On the whole the number of years working in the agriculture sector was assumed to
indicate that the respondents were knowledgeable in this area. Out of the respondents 46%
were above 40 years, 36% did not provide their ages and the remaining 18% were below
40 years. About 72% of respondents had worked in their current position for 1 to 5 years,
the remaining 18% had worked in their current position for 6 years and over. Sixty four
percent had worked in their current organisation between 1 and 6 years while the

remaining 46% had worked in their current organisation for over 6 years.
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2.4 Findings

Publicpolicies

All respondents except one provided a positive response on the question related to expert
knowledge regarding their government's strategic policies on agriculture and
agribusiness. The exception was Case 1a —Tanzania (Zanzibar) Environmental Minister
who indicated no expert knowledge of agriculture and/or agribusiness government policy,

but stated subsequently that the policy on agriculture was “reasonable” (see Table 2.2).

In Case 1-Tanzania, the policy named “Kilimo Kwansa” meaning agriculture first had
been implemented. This policy covered agribusiness as well. It was thought however,
“...not all senior government officials can interpret it correctly” and ““...due to corruption
farmers are not benefiting.” There was the perception that a top down approach was used in
implementing agricultural development policies and therefore the “Kilimo Kwansa” was
not “grass-root oriented” or “participatory to rural populace.” This of course meant that
agribusiness was not positively affected. Case 2-Mali considered the agriculture policy of
the government to be good because of developments for small scale farmers, including
finance, insurance, and, social security. Case 3 -Mozambique expressed a critical view of
agriculture land policy and land law, which was thought to be rigid and fraught with delays
in land acquisition because most land is state owned offering no security to the farmer.
Case 4 —Kenya mentioned a “Vision 2030 strategy document for agriculture. The
document detailed investment, priority areas, and timelines required to achieve specific
milestones. The objective is to improve “agricultural productivity, support capacity
building, and help transform agricultural policies for sustained agricultural growth.” This
included transforming agricultural products into value added. Case 5-Ghana stated an
agricultural sector policy with specific details for various sub-sectors. Within this

13

document were “...cross-cutting issues regarding agribusiness” but “...there are no
explicit policy provisions on agribusiness in the broader agriculture policy.” The

agricultural policy was considered “...not very effective in general”.

Agribusiness is not considered viable in Case 3-Mozambique because of lack of political
will, poor marketing and delivery systems, and lack of organisation or co-operation
among farmers. This contrasted with Case 2-Mali where agribusiness is considered a good
compliment to agriculture for small scale farmers and enabling partnerships between
foreigners and nationals. This is not surprising as Mali is one of three countries to have met
both the 10% and 6% CAADP targets in 2012. Generally not much attention has been

given to agribusiness in the other three Cases (1, 4, and 5) in this study.
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All cases affirmed a government policy for government funded agricultural institutions or
schemes. Such government policy existed for private foreign funded (individual)
agricultural institutions or schemes in Cases 1, 2, 3 and 4. In Case 5, Ghana, there was lack
of clarity as to the existence or operationalization of such a policy. No policy appeared to
exist in Case 5 for private local (indigenous) funded agricultural institutions or schemes,
although a government policy existed for private non-governmental organisations
(NGOs) for all Cases. All respondents maintained that government policy existed for local

small and medium scale farmers/entrepreneurs.

Investment financing

The consensus for all respondents was that investments in agriculture are woefully low or
inadequate. With the exception of Case 2-Mali (which had met the two CAADP targets)
the view on agricultural investments was .. .inadequate financing — far below the CAADP
commitment of 10% investment in agriculture” for all other cases. Although, there was a
general agreement that investments in agriculture were below expectation, there were
questions on what is computed as investment financing in agriculture. For example, does
putting up additional office blocks and the purchase of saloon cars for officials of the
Ministry of Agriculture constitute investments in agriculture? There were also issues on
why countries that have met the CAADP targets have not seen enough growth to be
classified as middle income countries. For example Case 2-Mali, which has met the two
CAADRP targets is classified by the World Bank in 2012 listings as a low income country.
While case 5-Ghana, which has met the 10% CAADP target in 2012, is classified as a low
middle income country. These indicators and statistics leads to the debate on whether
agriculture is being effectively managed in terms of investments and or ease of access to

finance by micro, small and medium sized farmers/enterprises in this sector.

Political wherewithal/commitment and partnership opportunities

Political wherewithal or commitment and partnership opportunities were presented with
reference to agriculture and agribusiness. These factors were measured by the perceptions
on political, social, and, economic environments as well as implementations, policy
directives, financing, continuity, sustainability and capacity building. It was argued that a
stable political environment attracts foreign partnerships and builds a positive image to
gain confidence in the economy. Almost all respondents rated their countries political
environment as average for agriculture. The exceptions was for Case 1-Tanzania where
two respondents believed the political environment to be very good or good, and, one

respondent in Case 4-Kenya who thought the political environment to be very good. The
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social environment was ranked either average or good by respondents. The result for the
economic environment was informative. Most of the respondents thought that the
economic environment had average impact on agriculture. In accordance with the
classification of Mali by the World Bank as a low income country, the respondent from
Case 2-Mali thought the economic environment was poor, although Mali had met CAADP
targets. In a similar vein, Case 5-Ghana reported average for the economic environment
although Ghana is classified as a middle income country. All the cases considered the
environment for agribusiness development to be average. The views on government
commitment to agriculture and agribusiness (measured by financing, continuity, and
capacity development) were averaged for each country. Using averages makes it easier for
comparative analysis. The averaged views measured on 5 point 'Likert scales' are shown in
Figure2.1.

Figure 2.1 Government commitment to agriculture and agribusiness
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Figure 2.1 shows that more emphasis is put on agriculture than on agribusiness, except for
Mozambique and especially Mali. This supports the observation that exports from Africa
are generally raw materials, with little or no value added. Value addition is considered a
good indicator of agribusiness activity. Value addition attracts more revenue and thereby

facilitates development.

Linkages for the Small Scale Farmer/Enterprise

Questions were put regarding the network linkages of small scale farmers with private
sector associations, groups or societies in agriculture and agribusiness. These were done
by evaluating: export orientation, import-substitution, local processing (local value
addition), local networking, foreign networking and foreign partnering. Agricultural

based export orientation among the country cases was average and good in countries
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known for their tourism, that is to say Case 4-Kenya and Case 1-Tanzania. One possible
explanation may be that tourism provides some exposure to local business by creating
avenues for exporting. Not surprisingly, respondents from these two Cases considered
foreign networking and foreign partnering to be good. Value addition was also considered
good by them. The other country which considered export orientation, foreign
networking, foreign partnering and value addition to be good was Case 2-Mali. An
observation for this evaluation is attributable to the substantial investments Case 2 has
made in agriculture and agribusiness. This has made Case 2-Mali one of the successful
models of CAADP achievements in Africa. Import substitution was generally considered
average for each of the country cases. This suggests demand and use of local inputs for
production was not high. It may be that local networking needs to be further strengthened
in order to provide more linkages between small scale farmers and local industries. An
ideal scenario may be stronger local networking for upstream processes and stronger
foreign networking for downstream processes. This may reduce transaction costs of
production and marketing.

2.5 Conclusions and Recommendations

The case study explored external determinant factors in SSA agri supply chains which
impact initiatives and state commitments to developing agriculture and agribusiness. The
study was based on expert opinions and perceptions from 5 cases of AU member states.
The focus was on 2012 CAADP objectives and selected recent literature to answer the

research question:

Will the external determinant factors (public policy, investment financing, political
wherewithal and partnership opportunities, and linkages) of the agri supply chain within

AU member states support initiatives and achieve targets?

Recent developments on SSA agriculture and agribusiness are well documented in a
number of studies, though not all of them are related to AU initiatives. The conclusions
drawn are not exhaustive. They are however, relied on to generate some understanding of
the current circumstance in SSA. It is interesting to note that public policy within AU
member states is inadequate (either in terms of design and or implementation) because the
SSA agriculture sector is confronted with a number of challenges such as “insufficient
access to efficient inputs, low level of investments in the sector, restrictions related to land
policy frameworks and regulations, environmental issues and climate change” (Adenle et
al., 2017, pp2) and “opaque national policy, weak governance and lack of social capital,
remain as the most important factors” (Adenle et al., 2017, pp9) affecting agriculture.
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While this view may very well hold, some West African countries (Burkina Faso, Chad,
Ghana, Guinea and Nigeria) have attained high agricultural GDP growth over 3.5% with
Ghana in particular achieving the millennium development goal MDG-1 (to eradicate

extreme poverty and hunger).

In discussion on financing for exporting SMEs looking at the downstream end of the agri
supply chain it appears not much has changed since 2012. SMEs are thought to make up
95% of enterprises worldwide and account for 60% of employment in the private sector
(Quartey et al., 2017). In spite of this, access to finance remains an issue in a number of
ways. SMEs in Africa are thought to “lack access to the financial resources needed to
expand, grow and transform into higher size thresholds”. This is for two reasons: “first, the
provision of finance for Africa is generally rated as riskier than for other regions. Second,
the provision of finance for small firms is globally rated as riskier than for large firms”
(Abor et al., 2017, ppl9). The absence of effective policies for agriculture and
agribusiness and structured implementation of these policies may also be a cause for
challenges in access to finance by SMEs. In some circumstances, interventions by way of
foreign investments in African agriculture has not been done with equitable agriculture
and agribusiness growth, nor participatory development in mind. This is evident in
partnerships such as South South Cooperation (SSC) between Brazil, China and Ghana,
Mozambique (Amanor & Chichava, 2016). Though the pros and cons exist on amount of
state investment and degree of involvement in the agribusiness sectors for both Ghana and
Mozambique, the objective of the foreign investments (Brazil, China) “reflect the
dominant trends in contemporary agricultural development that promote market
penetration, capital accumulation and the integration of smallholders into existing forms
of market accumulation” (Amanor & Chichava, 2016, pp21). The conclusion by most of
the Cases requires member states to develop an attractive economic environment with

well-structured policies which will ensure that partnerships are mutually beneficial.

An alternative approach to improving SSA agri supply chains suggested by Afognon et al.
(2015) is reduction in postharvest losses (PHL) and interventions to mitigate such losses
which occur at various points of agri supply chains and which require investments in
research on how to counter agro-climatic effects on produce and storage among others.
Agri-investments are low although “in SSA, PHL reduction is prioritized in the Africa
Union's Comprehensive African Agricultural Development Program (CAADP)”
(Afognonetal., 2015, pp49). Strong agricultural development is needed in SSA as “many

lack adequate foreign exchange reserves to pay for food imports and infrastructure to store
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and distribute it efficiently” (Van Ittersum et al., 2016, pp14964) which requires effective
linkages. To improve linkages Babu et al., (2015, pp27) suggest “strengthening
public—private partnerships could be an effective approach to help agribusiness value
chains in sub-Saharan Africa become more competitive”. Case 2 Mali is an example of
how substantial investments in agriculture and agribusiness can help achieve the CAADP
targets. All the Cases supported value addition as an important government strategy to
build linkages for the MSME/farmer. This would improve export revenue generation from

the downstream end of'the agri supply chain.

The CAADP biennial review report of June 2019 indicates that following the June 2014
Malabo declaration on CAADP targets, AU member states reaffirmed their commitment.
Currently, 85% of member states representing 47 out of 55 AU member states submitted
data for biennial review, although not all required data was submitted. However, 36% (20)
of AU member states were found to be on track in meeting target and Malabo
Commitments by 2025. Although more effort is required, the discussions and research
identifying areas for improvement which are linked to the external determinant factors
(public policy, investment financing, political wherewithal and partnership opportunities,
and linkages) identified in this study suggests that these factors will support state
initiatives and targets. What may appear lacking for these factors are improved structures

and ways of implementation.

Limitations

Although a strong point of the present study is that it focuses on the views of officials and
decision makers that are actively contributing to the formulation and/or implementation of
the policies concerned, the reader should keep in mind that the views and opinions
presented in this chapter are those of the respondents, and that, of course, other views and
evaluations exist. Further research could provide a more extensive overview over the

different opinions and views.

In the next chapter through a case study of a Ghanaian NTAE SME, agricultural/
agribusiness structures (if any) that prevailed around the period of the Malabo declaration
is discussed. The discussion includes the views of the NTAE SME on the implementation.
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CHAPTER 3

Ele Agbe in search for a new light in Ghana's shea sector

3.1 Background

The efforts of AU member states to improve commitment to the development of
agriculture and agribusiness led to the Malabo declaration of June 2014 (AUC, 2019)
which set out prioritization of policies (Sheahan & Barrett, 2017). The state macro policies
were however individually determined. The Malabo declaration resulted from the
inability of more than half of the AU member states to meet CAADP targets suggesting
either macro and/or micro policies were misaligned or non-existent at state level. This may
in part explain the low results of export diversification strategies such as the promotion of
non-traditional agricultural exports (NTAESs) for most Sub-Saharan Africa economies
including Ghana over the preceding decades. In Ghana, the promotion of NTAEs also had
effect for small NTAE companies. This chapter presents a case study of Ele Agbe, a small

company in Ghana's shea sector.

3.2 Introduction

In 2013, Ele Agbe, a small private limited company, is one of the leading names in Ghana's
shea processing sector. Ele Agbe, which has been in export for 14 years, initially operated
with staff strength of 6 full time workers and 150 casual workers (wood carvers). Now, the
company has a staff strength of 10 full time workers and about 300 casual workers for
harvesting”’. The company has remained sustainable through strong marketing and
innovation in diversifying its products based on consumer needs/expectations in both
domestic and international markets. In the past five years, 20 new product lines have been
introduced by the company to include shea varieties of soap, lotion bars and lip balm.
Other shea products available are body oil, hair pomade and cream for babies. Ele Agbe's
success may be attributable in part to its networks and management drive. For example,
the company has several international recognitions. Ele Agbe's CEO is the President of the
Africa Women's Entrepreneurship Program (AWEP) in Ghana. With an optimistic view of
its potential, Ele Agbe remains inhibited by the seeming lack of a regulated shea sector and
breaks in the shea supply chain. The company now needs to consider which of its firm and
business networks it can leverage on to achieve its potential given both its internal and

external environment. The company is studied based on a face-to-face semi-structured

' The 300 casual workers are shea pickers contracted seasonally on a daily basis during harvesting.

Source: https://ghananuts.org/products_shea.htm
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interview with the CEO and observations of the work processes (see footnote 14). The
focus of these questions is mainly on the opportunities and challenges that confront the
shea sector. The findings are compared with views of other shea companies obtained

during pilot fieldwork. (see footnotes 15 and 16)

3.3 Company Background

Ele Agbe, an SME", was established in 1996 and started full operation in 1998 focusing
mainly in ornamental beads, original jewelry designs and handmade home décor and
started exporting in 1999. Shea butter products were introduced to its export product lines
sometime in 2004. The expansion was made possible through the use of retained earnings
(equity) of $400 to launch a range of Shea butter products to front the marketing of the
rural women producers for sustainable livelihood. The vision of Ele Agbe is to satisfy
demand in local value-added products, and, create jobs for rural-urban women and youth,
and, earn living (income) by targeting both domestic and international markets. The
leadership (CEO) drive to achieve this vision is from 18 years of export experience, and, to
a high extent, based on previous work in another company, self-learning and feedback
from buyers. Other motivating factors are the high involvement of the CEO in export trade
and how frequent she travels abroad.

The company targets the domestic market and sub-regional markets through international
trade fairs and exhibitions, and the international market, mainly the USA, Japan, and,
occasional orders from the UK. The quality of the products is very high and meets
international quality standards and fair trade practices as indicated by the (international)

buyers and inspection bodies of the different countries.

3.4 Current Management Structure

The company has one top level manager (CEO), four middle level and five junior level
staff. Reporting is centralized around the CEO and the middle level staff are engaged in
supervisory work of the casual workers. These casual workers are mainly shea pickers
represented by an association. The casuals are engaged seasonally during shea harvesting
and processing. The junior staffs are mostly engaged in mixing, packaging and labeling of

products.

"' SMEs are defined in terms of assets/employees as follows: Micro: < $US10,000/1-5 employees;
Small:$US10,001 < 100,000/ 6-29 employees; Medium:$US100,001 < 250,000/30-99 employees
(Abbanetal.,2013; Abor & Quarey 2010)
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The company has a weak board” and low internal controls although management is
expedient in meeting regulatory and monitoring requirements. The work processes neither
allow for a distinct separation of functions, nor, checks and balances, as a result of over-
reliance on directives of the CEO. This centralized structure for a small company has been
effective in carrying out timely export orders especially as a result of the familial work

rapport established with casuals/contractors who provide input supplies.

3.5 Key Success Factors

Entrepreneurship, product chain characteristics, and, social capital are the driving forces
for the business sustainability and export performance of the company. These, coupled
with direct linkages forged by the CEO with World leaders and renowned personalities, on
developing economy projects have stood Ele Agbe in the limelight. For example, the CEO
(and President of AWEP) was selected as one of the successful women entrepreneurs
making positive impact to represent their sector of operation in Washington DC. This was
the initiative of the AWEP as a support to boost trade under the Africa Growth
Opportunities Act (AGOA)" in Africa. The AWEP was initiated by former US Secretary of
State, Hillary Clinton. The CEO also had opportunity to join the Cherie Blaire Foundation
Mentoring Programme 2012. Her final blog gave her the opportunity to meet Cherie Blaire
and develop a business linkage. These 2 programmes were instrumental in boosting the

image of the company worldwide.

The outcome is in line with the company's vision to support sustainable jobs for rural-
urban women and youth, which it does through its community business based model for
shea-pickers and processors. The company has developed bonds with over 300 shea
pickers and processors belonging to about 10 groups or associations, which provide
upstream input supplies of raw shea butter. The community business model concept
provides the shea pickers and processors with ready access to market for their produce at
competitive prices. The women and youth are also taught to apply fair trade practices and

quality standards as part of their work.

Although the company has not yet registered its trade secret as intellectual property, it has
closely guarded it. It has an agent in the United States who provides other input supplies

" The board has 3 members: the CEO, a business partner, and her daughter as (Board/Company)
Secretary. The board is regarded as weak, because the board membership is not consistent with the
Cadbury's Code on good corporate governance, which provides recommendations on board size (5-7
members) and composition (Professional background/relationships).

“The AGOA is a US initiative to promote exports of developing economies.
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(oils, fragrance) not available locally. The quantity mix of various inputs and the
processing forms a part of the trade secret that gives Ele Agbe the competitive edge in its
final products. The strong network alliance by the company with its suppliers and buyers
has developed a formidable bond. This creates a buffer for the company in the face of an
unregulated and seasonal shea sector and strong competition. Ele Agbe does not limit itself
to work relations but also considers the welfare and concerns of its suppliers. Strong
competition comes from large companies (local and foreign) including their agents that
buy huge volumes of unprocessed sheanuts. The price offered by these large companies,
though low, is higher than local market prices and therefore distorts local markets.  Also
shea pickers are rationally attracted by the better prices offered by the large companies for
their work. Indigenous shea processors process the sheanuts into shea butter using local
methods. To compete with large companies, indigenous businesses are compelled to move
to farm gate locations to directly buy shea from the farmers increasing their transportation
costs. Regulating prices as is done in the cocoa industry, would therefore help indigenous
businesses in the shea industry.

The ability of Ele Agbe to integrate its shea supply chain'* from upstream shea pickers to
downstream bulk buyers has enabled the company to spread risk and costs of production in
away that harnesses its driving force of:

e Fair trade practices and quality standards acquired under a USAID programme
applied in all contract dealings downstream and upstream.

e Operation of one centralized production location ensures effective supervision
and guarded trade secret.

e High expansion drive and involvement of staff in decision-making, particularly
things that affect them, promotes innovation, and, led to introduction of 20 new
products within the past 5 years.

e Strong network and rapport facilitates timely market information from visits to
export markets, feedback from buyers and agents which are used to offset
constraints arising from frequent changes in regulations of importing country and

need for more learning.

" The claims of the CEO are supported by findings from on-site observation of company processes and
interaction with the staff. Staff members shared the view that production costs, especially those for
supplies and for transportation has been reduced, while sales had more than doubled over the preceding 3
years.
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e Use product differentiation and quality processes as core business strategies to
meet market entry requirements and consumer expectations.

e Work executed in small cohesive teams with employees (contractors) able to
work in all areas of production.

e Positive business outlook supported by novel products, bold initiatives, and
innovation by the CEO.

e Meeting of local regulatory and monitoring requirements and financial audits.

e Complete ownership of business property, equity financing, well-equipped
warehousing facility, and application of free-on-board export channel eliminates

operational shocks occasioned by fluctuations in debt servicing.

Other general critical key factors include the fact that products of the company are non-
perishable and can be held in stock for more than 2 years. This, coupled with the high
profile network linkages forged by the CEO, boosts the image of the company as a credible
trade partner. The contact networks of the company are very well-known and provide the
company with valuable information. The product brand is catching on abroad. The overall
impact of these is the increase in export orders for which the company has had to decline
some requests because of its small production facility. For example, sales revenue
increased over 200% over the last 3 years.

The CEO is concerned that the lack of a national policy on the shea sector means that there
is no way to ensure that quality standards are maintained by all producers/exporters (see
Appendix 9, pp163 on recent developments in the shea sector). The activities of foreign
companies remain unregulated as they have unlimited access to the shea pickers. They are
competing with indigenous companies for the raw shea nuts. The competition drives up
prices and limits supply for a product that is seasonal. This practice hampers year-round

production of shea products as the demand erodes the possibility for shea stock build-up.

3.6 Strategic Issues for Ele Agbe

The company has concretized strategic linkages with leading personalities and appears to
have focused less on local strategic linkages with the exception of upstream input
suppliers. The company considers it would be beneficial (in terms of downstream
linkages) to link up with local shea associations such as the Shea Producers Association
and Shea Network to which some known shea exporting companies belong. Such links
would help the company identify which other companies within these associations it can

partner for group exports. For example, AWEP targets female entrepreneurs. There is an
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advantage to female entrepreneurs to take opportunity from such partnership especially as

the export market is already established.

Ele Agbe is taking steps to register its trade secret as a sure way to prevent seepage or
industrial pilferage. Next steps include the possible franchising of the trade secret in
contract arrangements with shea butter producing associations such as Christian Mothers’
Association, Pagsung Sheabutter Association, and Gubdanda Womens’ Group. This will

help to generate increased revenues from the franchise and from export volumes.

The company's downstream buyers are mostly retail outlets in the US, Japan, and, UK.
Management is initiating an arrangement whereby the retail outlets provide links to others
who are interested in shea products. This will increase existing market for the products and
serve as an incentive to contract arrangement with the shea butter producing associations.
The shea butter producing associations will find the venture profitable as higher revenues
can be expected. Promoting the welfare arrangements that the company has with its
current input suppliers (in the contracts with the shea butter producing associations)
suggest that gain from the social setting is assured. This strategy is in line with the

company's vision of targeting rural women and the youth.

An analysis of 14 other shea exporting companies" supports the perceptions of Ele Agbe's
CEO on the challenges faced in the shea sector. Some of these companies export to other
African countries such as South Africa, Liberia, Sierra-Leone, Nigeria, and, Asian
countries such as India, China, and Japan. Since these companies do not mention frequent
changes in regulation covering imports as a constraint, Ele Agbe may consider venturing

into these other markets.

Aspart of efforts to regulate the shea sector, government included the shea sector under the
Ghana Tree Crop Development Authority bill which was recently passed by Parliament on
December 2, 2019 (see Appendix 9, pp163). The bill now awaits Presidential assent to
become law and for implementation. Effective communication among shea producers and
government will enable beneficial implementation of the policy. In particular, indigenous

shea producers'® could lobby by the government to formulate a policy either limiting the

** Analysis was made on similar questions (aside pilot survey questions) asked to shea companies to
corroborate or refute assertions made by Ele Agbe company. See Q71c and Q71d of main survey
instrument, Appendix 6 pp138.

" These are general views expressed by indigenous Shea company respondents. The price distortions are
caused by large mostly foreign companies. Limiting the export of (raw) sheanuts would reduce scarcity of
sheanuts and make it more available locally to shea processors who can then export value added shea
products.
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proportion of shea nut exports or determining the percentage of a company's exports in
sheanut and processed shea. The Ele Agbe company hopes to work to seize this
opportunity to make the platform for shea exports more favourable to local companies

through advocacy to government.

3.7 Conclusions and Recommendations

Ele Agbe appears to have positioned itself for international (especially Japan and US)
markets based on the networks developed with leading personalities in these areas. While
the social network developed has helped the company with its branding and market
penetration, the frequent changes in regulations is costly to the company. The question for
the company now is how to sustain its network which is linked solely to the CEO and not
the company or its structures? Should more effort not be made on harnessing local social
networks and exploiting other network opportunities in the sub-region to reduce costs
further? How best should the company expand its business model of operation without
compromising its vision? Should the network ties with world personalities used for
international markets be the same approach used for the sub-regional markets? The
answers to these questions would no doubt help Ele Agbe to come up with a more
competitive strategy(s) for exporting.

The concept of developing the capacity of rural women and youth through a franchise of
registered trade secret is appealing. This is because it can be scaled up through replication
of the business operating model to different communities. It is not clear how viable this
may be given the constraints associated with intellectual property registration at national,
regional, and, world levels, and, successfully guarded trade secret. The advantages to Ele
Agbe include the internal capabilities it has developed and the established networks in the
shea export supply chain.

This case study is a presentation of an SME in Ghana, indicating the difficulties of frequent
changes in government regulation, the importance of its internal capabilities, how it forms
linkages, and, how it functions/operates within its networks. This makes it interesting to
investigate further the advantages of the internal capabilities of NTAE SMEs, and how
they function/operate within their supply chains and networks. Evaluation and lessons

learned will be drawn from further studies presented in the subsequent chapters.
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CHAPTER4

Internal Capabilities and Export Performance of SMEs in Ghana’s Non-

Traditional Agricultural Export Sector

4.1 Introduction

Small and medium-sized enterprises (SMEs) in Ghana are considered to contribute to
economic development through employment, supporting a relatively “even distribution of
industrial development in the country, including the rural areas” (Oppong et al., 2014, pp
85). In Ghana, SMEs account for about 92% of all businesses; contribute close to 70% of
gross domestic product (GDP); and provide an estimated 85% of employment in
manufacturing (Abor & Quartey, 2010). The proportion of non-traditional agricultural
export (NTAE) sector, predominantly SMEs, is becoming an important development
strategy in low and middle-income countries (LMICs) due to its high-value products
(fruits, vegetables and horticultural products), and, its growing importance in the
economy of these countries. This is partly because many African countries (including
Ghana) adopted “a market-friendly, export-oriented strategy”, with non-traditional
agricultural products (Ouma et al., 2013, pp227). Between 1980 and 2005, the NTAEs in
African countries increased by 243% and this growth was even higher in the horticulture
exports of the sub-sector (Ouma et al., 2013). In general, the export firms in Ghana, have
been reasonably studied on aspects such as international experience of exporters and
market strategy of firms (Sraha et al., 2017; Acquaah & Agyapong 2015; Akomea et al.,
2014; Hinson et al., 2008), the role of bank finance (Abor et al., 2014); and, the role of
market orientation (Mahamoud, 2011), but not much on their entrepreneurial strategy,
innovation capacity, and, value chain activities. The non-traditional agricultural export
products, especially, require new strategies in the organisation of their value chain (Konig
etal., 2013). The impact of any intervention may be limited in part by the lack of a holistic
approach that addresses opportunities and challenges in the SME value chain (Devaux et
al., 2018). Therefore, this study investigates how exporting SMEs in Ghana develop
entrepreneurial strategies and innovate when organizing their value chain activities. This
chapter is structured as follows: section 2 discusses theoretical background and
framework for the study. It is followed by export in developing countries (an explanation
of the concepts and hypothesis development) in section 3. Section 4 explains the research
design and section 5 explains the research methods. The results/data analysis are discussed

in section 6. Section 7 presents conclusions and recommendations.
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4.2 Theoretical Background and Framework

In the Resource Based View (RBV), the resources and the internal capabilities of a firm
(human and physical capital, social and management team networks) have been regarded
as essential to understanding the performance of firms. Originally developed by
Wernerfelt (1984), the RBV of'a firm has been described as “the accumulation of valuable,
rare, inimitable, and non-substitutable (VRIN) resources” (Lin & Wu, 2014, pp407).
Judicious use of resources, both tangible (land, building, equipment, human) and
intangible (team capabilities and capacity), enable a firm to gain higher returns (Lozano et
al., 2014, pp6-7; Peteraf, 1993, pp179; Barney, 2001). As a result, firms that build skills
and know-how from their resource base are able to leverage “superior resources and
capabilities” for “superior profits” and performance (Wolff & Pett, 2000, pp36). The
paradigm has gained interest in the study of the performance of the firms in developing
economies in recent years due to its ability to explain firm performance (Fainshmidt et al.,
2016). In particular, the scarce resources that are available in developing countries
influence their firms' innovative activity, which eventually leads to competitive advantage
and performance (Barassa et al., 2017). Various studies that draw on the RBV theory have
investigated the factors that largely explain the success of exporting firms and found that
an entrepreneurial strategy, the human capital of the firm (international experience and
export knowledge), and the organization of the value chain activities were important for
their success (Heiss, 2017; Carland et al., 2015; Gashi et al., 2014; Kungwansupaphan &
Siengthai, 2014, 2012). Although few studies focused on agricultural firms, they argue
that firms that export agricultural products can differentiate themselves in foreign markets
by entering niche markets of non-traditional export products. Export knowledge,
entrepreneurial strategy, and, the innovation capacity of the firm are important assets to

identify the niches and gain a competitive advantage.

A firm's entrepreneurial strategy reflects its behaviour to develop innovations and take
bold decisions regarding investments (Brown et al., 2006). For export firms, this is
manifested by the investment they make in physical capital (supply capacity), which, in
part, influences the productivity-export relationship (Gashi et al., 2014) and in part builds
a firm's resource base. A firm's entrepreneurial strategy reflects its behavior to identify
opportunities and take bold decisions regarding investments (Brown et al., 2006). Gashi et
al. (2014) have argued that the impact of investment in physical capital (supply capacity)
increases productivity and export (in quantities). Furthermore, a firm's internal resources,
which include physical capital (supply capacity) and human and organizational capital, is
linked to export performance (Heiss, 2017).
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The human capital of a firm reflects its resources in terms of the knowledge and
capabilities of the management team and employees. The term, originally coined by
Becker (1964), refers to “the skills, knowledge, (experience) and competence”, which
emanate from the accumulation of education and experience (Kungwansupaphan &
Siengthai, 2014, pp5). The role of human capital is to harness employees' capabilities to
the advantage of a firm.

Value-chain concepts are relevant to the emerging philosophy on chain development and
relationships. The term “value chain” is variously used and applied in the literatures.
(Devaux et al., 2018; Donovan et al., 2015). The value chain activities can be categorised
as primary activities and support activities. These activities are integrating functions that
cut across the traditional functions of the firm (Christopher, 2011, pp10). Porter (1985, pp
33) states that a “value chain disaggregates a firm into its strategically relevant activities”
whose performance leads to competitive advantage. It is “the full range of activities that
firms and workers undertake to bring a product from its conception to end use and beyond”
(Gerrefi & Fernandez-Stark, 2016, pp7).

Export performance can be viewed as “the outcome of the firm's export activities” (Abban
et al., 2018, pp4). The literature provides for both subjective (relative performance,
perceptions on performance) and objective (sales, profits) measures. In the present study
we use the perception of the NTAE SME to measure export performance, although a
performance measure on real export numbers would have benefits. However the main
constraint with real numbers is that it is difficult to compare the numbers across the various
products in the different NTAE sectors. More importantly, many respondents did not
answer the questions regarding the objective measures of export performance. For these
reasons we choose to focus on relative measures of perceived performance (as compared
to competitors)'’. Some studies have “found that subjective approaches (such as the one
used in our study) were closely correlated with objective measures” (Aziz & Yassin, 2010,
pp157) and therefore subjective measures can be used in research where objective data are
unavailable (Greenlay, 1995; Dess & Robinson, 1984). There is consensus among
researchers that export performance has more than one dimension (Jalali, 2012, pp55).
Two dimensions of export performance used in most studies are economic (objective -
sales, profitability, sales growth, export intensity-proportion of export over total sales,

etc.) and/or strategic (subjective - overall export performance, relative overall export

" However, the use of 'subjective' performance measures can be debated. We go deeper into this point
under Section 7.5, the first limitation on page 122.

42



performance and relative export sales growth, perception of performance, etc.) (Ngo etal.,
2016; Hinson et al., 2008; Zou & Stan, 1998). As a result, the explanations on export

performance are varied and contextual in application (Stametal., 2013, pp7).

4.3 Exportin Developing Countries

Entrepreneurial strategy

Entrepreneurial strategies increase productivity and address “unsatisfied market needs”
(Webb et al., 2014, pp3). Webb et al. (2014) present historical cases to define an
entrepreneurial strategy as novel processes, added value, intended expansion,
opportunities for market information, and business strategies (product, price, technology,
marketing, cost reduction and quality). Entrepreneurial strategy can manifest by four
possible growth strategies, namely moving into new markets, introducing new products or
services, increasing sale with existing products and services, and hiring more employees
(Rostamkalaei & Freel, 2016, pp9). This is consistent with the study by Bamiatzi &
Kirchmaier (2014, pp261) who “claim that high-growth firms pursue market expansion”.
In this study, we define entrepreneurial strategy as the intended expansion of a firm.
Intended expansion, in particular, shows a firm's commitment to allocate resources to
grow its production and move into new markets, which in turn increases a firm's size
and/or turnover. This is why we argue that an entrepreneurial strategy positively impacts a

firm's export performance:

H1 Entrepreneurial Strategy is positively related to export performance of NTAE SMEs

in Ghana

Innovation Capacity

Perhaps, the earliest definition of innovation can be attributed to Schumpeter (1934) who
suggested that innovation is a key driver for “economic growth, enhancing competitive
advantage and stimulating firm productivity”. Innovation enables firms to revitalise the
value of assets they are endowed with (Schumpeter, 1942). Innovation is known as the
“core renewal process” and “life blood” for a firm's survival and growth, creating value
and competitive advantage (Zahra & Covin, 1994, pp183; Bessant et al., 2005, pp1366).
The ability of a firm to innovate is determined by its resources and capabilities (Barassa et
al., 2016). Innovation is a way of bringing about organisational change and covers “new
product or service, new process technology, new organization structure or administrative
systems, or new plans or program pertaining to organization members” (Damanpour,
1996, pp694). This study adapts the definition of Damanpour (1996) focusing on

innovation capacity in a firm's internal environment. There is some complementarity
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between innovation and export performance which positively impacts the growth and
profitability of small firms (Golovko & Valentini, 2011). The following hypothesis is

drawn:

H2  Innovation capacity of Ghanaian NTAE SMEs is positively related to export

performance.

Supply Capacity

The supply capacity (of a firm) is made up of size, asset endowments and various strategies
adopted in its value chain. Supply capacity, as an internal condition of a firm, is affected by
“location-related elements” such as “access to raw materials and other resources”.
“Supply conditions are fundamental in defining export potential” (Fugazza, 2004, pp3). In
general, good internal conditions of a firm are needed for export performance. At country
level, export performance is determined by foreign market access and supply capacity
(Damijan, 2011). For a firm's value chain therefore, the upstream supply capacity requires
effective stock management for continuous supply of inputs. This is because as an internal
resource stocks have positive impact on profitability of the business through influencing

customer satisfaction (Amoah-Mensah, 2013).

In this study, upstream supply capacity is defined as maintaining input supply capacity of a
firm. Exporting firms that are better at managing the upstream supply capacity for inputs
are considered to have a better understanding of the market, and, available options
essential to obtain a smooth and steady export level. Upstream supply capacity is
considered to have a positive influence on export performance. The following hypothesis

is made:

H3 Upstream supply capacity of exporting Ghanaian NTAE SME's is positively related to

export performance.

The value chain activities downstream involve a strong market orientation towards buyers
in foreign markets. It includes the established infrastructure for export storage and
transportation to meet buyer demands. SMEs with a well organised downstream supply
capacity towards buyers can benefit from their export market information and
understanding of buyer needs and preferences (Akyol & Akehurst, 2003) and respond
much quicker to changing demands (Smith et al., 2007). Internal supply capacity is
determined by “access to ports”, “institutional quality” and “foreign market access”,
which positively impacts export performance (Redding & Venables, 2004). In this study,
downstream supply capacity is defined as a firm's ownership of storage facilities which is

thought to have a positive influence on export performance. It is hypothesized as follows:
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H4  Downstream supply capacity of exporting Ghanaian NTAE SMEs is positively

relatedto export performance.

Export knowledge

Export knowledge is necessary to facilitate entry into foreign markets (Okpara, 2010).
Export knowledge includes the knowledge of export assistance available for potential
exporters, awareness of export market benefits, knowledge of potential markets,
availability of knowledgeable or trained staff for export markets, and knowledge of
options for export market entry (Okpara, 2010; Suarez-Ortega, 2003). Having a better
understanding of a foreign market contributes to the positioning of a firm's products in that
market. Export knowledge helps a firm to “identify changes in products that will lead to
greater acceptance and sales” (He et al., 2013, pp7). A firm's internationalisation may be
endangered if knowledge of the foreign market is insufficient, as this will increase their
probability of failure (Sui & Baum, 2014). Export knowledge is therefore important to the
success of the SME and export performance. It is hypothesized that:

H5 Export knowledge of NTAE SME management is positively related to export

performance.

International experience

International experience is the experience gained outside the home country through career
development or international assignments (Takeuchi et al., 2005). Successful
international assignments occur where a manager overcomes cross-cultural barriers and
completes the assignment (Caligiuri, 2000; Shaffer & Harrison, 1998). International
experience is acquired through current or past events and is determined by the “domain”
(work or non-work) and cultural specificity either of which may or may not be work
related (Takeuchi et al., 2005). International experience is described as the experience in
selling to foreign markets and includes the factors that reflect a firm's exposure to foreign
market environment (Reuber & Fischer, 1997). SMEs with international experience
resource tend to increase internationalisation because entrepreneurs (managers) returning
to country of origin bring along transferable experiences. This ultimately has a positive
impact on export performance (Filatotchev etal., 2009; Reuber & Fischer, 1997). The lack
of international experience poses challenges to internationalising SMEs (Thanos et al.,

2017). The following hypothesis is drawn:

H6 International experience of NTAE SME management is positively related to export
performance
The variables and hypotheses statements discussed are used in the conceptual model

below.
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Figure 4.1 Conceptual Model: Relationship between the independent constructs and the

dependent constructs of Export Performance

Independent Constructs

Dependent Constructs

Export Performance

Performance of the exporting
company compared to competing
exporting companies in the local
market

Performance of the exporting
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4.4 Research Design

Context
The context of the study is SME exporters in

the NTAE sector. The focus on the NTAE
sector is because of its importance to Sub-
Saharan Africa (Ouma et al., 2013) and Ghana
in particular. Ghana is a middle income
country with a conducive business environ-
ment (Boso et al., 2016). All these reasons
support a study on the characteristics of SMEs
in the NTAE sector. Based on the recent
referendum (in December 2018) increasing
the number of regions in Ghana, the study
covered 12 of the total of 16 regions, separated
into 3 zones:
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1) Savannah zone: Upper West, Upper East, Savannah, Northern; 2) Forest zone: Bono,
Brong Ahafo, Ashanti; 3) Coastal zone: Eastern, Volta, Western, Central and Greater
Accra (see Figure 4.2).

The definition of SMEs used in this study is based on sales and/or employee size, that is,
Micro: < USD 10,000 / 1-5 employees; Small: USD 10,001 < USD 100,000 / 6-29
employees; Medium: USD 100,001 < USD 250,000 / 30-99 employees. SMEs are also
classified into various other identified firm categories: sole proprietor or single owner
business; family-owned business; joint-partnerships; private limited liability companies;
co-operatives; associations; and state-owned enterprises (Abban et al., 2013; Abor &
Quartey, 2010; Kayanula & Quartey, 2000).

Sample

An assessment of relevant institutions to provide information on SMEs in the NTAE
sector proved challenging as “there is no single public register of entrepreneurial firms in
Ghana” (Adomako & Danso, 2014, pp5). For this reason, an exploratory study of SME
associations and related state institutions was undertaken with a list provided by GEPA.
The exploratory study also provided the opportunity to pre-test survey instruments and
make changes on the basis of the feedback before the main fieldwork. The pilot test was
conducted in all the 3 zones on 10 SME cases to ensure face validity. To avoid duplication,
the 10 SMEs used in the pilot study were excluded from the final dataset.

For the main fieldwork, the Federation of the Association of Ghanaian Exporters (FAGE)
provided a list of relevant associations in the NTAE sector, which in addition to the
database provided by the Ghana Export Promotion Authority (GEPA), the list from the
Association of Ghana Industries (AGI), Sea Freight Pineapple Exporters of Ghana
(SPEG), Vegetable Producers and Exporters Association of Ghana (VEPEAGQG), and that of
other state institutions such as, Customs Division of the Ghana Revenue Authority
(formerly Ghana Customs Excise and Preventive Service (GCEPS)), Ghana Statistical
Service (GSS), and Bank of Ghana (BOG), enabled the identification of SMEs in the NTE
sector. The consolidated list had over 800 SMEs, which was pruned to exclude: non-
NTAE exporters (such as exporters of chemicals and metals), SMEs that had not exported
in the preceding year, and repeated names of SMEs appearing in more than one list. Of the
final list of NTAE SMEs based on the enhanced GEPA database, 483 non-traditional
exporters were identified in Ghana, out of which 412 were in agriculture or agriculture

related businesses. The 412 served as the sample population.
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Data Collection

A simple random sampling methodology was used to select 235 non-traditional
agricultural exporters (NTAE) out of the 412. The selection reflected the spread of NTAE
SMEs based on location. (This was similar to the case study (10 SME cases: 5 from coastal
zone, 2 from forest zone and 3 from savannah zone) presented in Chapter 5. The details of
the data collection approach for the case study is presented in Section 5.3. About 70% of
NTAEs were found to be located in the coastal zone" which accounts for 50% (on regional
basis) of the country. Out of the 235 potential respondents, 152 participated in the survey.
This represents a response rate of 65%. The survey instrument (questionnaire) can be
found in Appendix 6 onpage138.

The survey was conducted in 2015 and 2016. The interviews were conducted with top
management of the SMEs, that is CEO, Managing Director, Manager, Director, Officer, of
each business. Trained interviewers were used to conduct face-to-face interviews. There
were four experienced field assistants and two field supervisors who assisted in the field
survey. The length of the questionnaire required repeated visits in a number of cases.
Assurance of confidentiality and the ability of interviewers to clarify questions enhanced
the reliability of the data. Most responses were on a 7 point 'Likert' scales from 1 (to a very
low extent) to 7 (to a very high extent).

4.5 Research methods

Measures

The variables of our model are based on existing items which were used in similar studies
that focused on measuring the performance of export companies and the resources of firms
in general (see survey instrument, Appendix 6 on page 138). The items were measured
using a questionnaire that included statements. The answer to each item reflects a self-
assessment by the respondent, and, indicates the extent to which the respondent agrees or
does not agree to the statement. The answers were measured by seven-point 'Likert' scales.
Responses to the open-ended questions '’ are used to support discussions on findings, and,
forms the basis for some of the recommendations in this chapter and the concluding
chapter 7 onpagel11.

" Coastal zone covers Western, Central, Greater Accra, Eastern and Volta regions. Forest zone covers
Ashanti and Brong-Ahafo regions. Savannah zone covers Northern, Upper West and Upper East regions.

" The questions are Q71c and Q71d of the survey instrument. See Appendix 6 on page 138 and descriptives
in Appendix 8 onpage 161.
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* Dependent Variable

Export performance in this study was measured using four summative constructs on a
seven-point 'Likert' scale (from “very poor/low” to “very good/high”). The summative
constructs were derived from:

a) Company performance on the local market. This is measured by the rating of
performance of each respondent company in comparison to competing export
companies in the local market.

b) Company performance on international market. This is measured by the rating of
performance of each respondent company in comparison to competing export
companies in the international market.

¢) Product quality. This is measured by the rating of the quality of each respondent's
product compared to that of competitors. This measure identified quality as an
indicator for sales demand. High product quality implies high sales and high
export performance.

d) Productcompetitiveness. This is measured by how competitive each respondent's
product(s) is in the NTAE sector. This measure identified competitiveness as an
indicator for sales demand. High product competitiveness implies high sales and
high export performance.

These measures are relevant within the context of NTAE sector and appropriate for this
study, especially as no responses were provided on objective measures of export
performance by which firms could be assessed. Please see Appendix 7 (on pagel57) for
analysis of export performance.

The summative constructs were operationalized as follows:

i.  ExpNatQualPerf2 - company performance compared to similar export companies in
local market, product quality, and product competitiveness.

ii.  ExpIntQualPerf3 — company performance compared to similar export companies in
international market, product quality, and product competitiveness.

iii.  ExpAllQualPerf4 — company performance in local market, company performance in

international market, product quality, and product competitiveness.

» Independent variables
Entrepreneurial strategy was operationalized by five items: expansion of existing
facilities, expansion to another location, expansion with more elaborate equipment,

expansion in existing markets, and, adapt changes based on market information.
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Innovation capacity was operationalized by four items: owing to nature of environment
bold wide-ranging acts are necessary to achieve firm's objective, new products/services,
operating technologies or administrative techniques are the first to be introduced by the
company (for company operations), CEO/MT have strong preference for high risk
projects with chances of very high returns, and, company is first to introduce new

products/services, administrative techniques or operating techniques (in the industry).

Upstream supply capacity was operationalised by four items: ensure reliability in supplies
to the company, maintain minimum stock levels, provide for alternative sources of supply,

and, make prices more competitive.

Downstream storage facilities was operationalized by two items: storage facilities are in
place at harbor and/or airport, and, in the ships and/or planes. SMEs exporting non-
processed products were highly dependent on storage facilities compared to SMEs that

exported semi-processed and processed products.

Export knowledge was operationalized by five items: knowledge of market, knowledge of
regulations of importing countries, knowledge of quotas/overseas barriers, knowledge of

frequent changes in regulations of importing country, and, need for more learning.

International experience was operationalized by four items: CEO/Management team born
and raised abroad, travelled abroad frequently, schooled abroad, and previously worked

abroad.

e Control Variables

The statistical model included firm age and firm size as control variables. These variables
were also used by Dana, Grandinetti, & Mason (2016, pp612) because, firm's age (number
of'years) and size (total number of employees) were considered to minimize any spurious
results. Firm age was measured by number of years of a company's operations. Firm size
was measured by the total number of workers currently employed in the firm. This also

included seasonal workers.

4.6 Results/Data Analysis

Sample Characteristics

The profile of the NTAE SMEs is presented in Table 4.1. The T test results for the variables
namely: location, audited financial statement, capital structure, and, company type (which
were originally considered as control variables) were found to have no significant effects

on export performance and most independent variables, and therefore excluded™.

* The same decision applied in our (study) context for other estimation parameters. Variables with
composite reliability <0.7 were excluded.
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In addition, the reliability tests (Cronbach Alpha) for these excluded variables were low
(<0.7). The Levene's test for equality of variances (p<0.05) was applied. Where the null
hypothesis is rejected, the output for “equal variances not assumed” are correct. If not
rejected, the results for “equal variances assumed” are correct. Appendix 1 (pp126-129)
provides results for T tests which illustrates general lack of significance for these variables

based on the model for the study.

Of the firms interviewed, 83% were located within the coastal belt of the country. About

7% and 10% were located in the forest and savannah zones respectively.

Table 4.1Company Characteristics (location, audits, and financial assets)

Characteristics Frequency Percent
Location of Business
Savannah 15 9.87
Forest 11 7.24
Coastal 126 82.89
Total 152 100
Ever Audited Financial Statement
Yes 91 59.87
No 61 40.13
Total 152 100
Company Capital Asset Finance
Equity 79 51.97
LT Debt-equity 63 41.45
ST Debt 10 6.58
Total 152 100

Source: Field Survey (2015-2016)

Sixty percent of the respondents had audited financial statements. With respect to
financing, about 52% of the companies used equity finance. Other forms of capital
investment financing used were equity 51.97%, long-term (LT) debt to equity (41.45%)
and short-term (ST) debt (6.58%).

The vision of the SME CEOs was coded and categorised into five main thematic areas
(Table 4.2). The table revealed that the majority of the CEOs had a vision to be leaders in
fresh agricultural commodity exporting (42.8%) or in supply of fresh agro and agro-
related products to shops abroad (34.2%).
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Table 4.2 Vision of the SME CEOs

Vision Frequency | Percent

Commercialising goods (handicrafts, wood carvings,
artefacts) 9 59
Generating funds and creating employment through

exporting of agricultural commodities 6 39
Leader in fresh agricultural commodity exporting in Ghana 65 42.8
Leader in supply of fresh agro and agro-related products to

shops 52 342
Leader in the production of good quality fabrics and

garments (textiles) for Ghana and abroad 20 13.2

Source: Field Survey (2015-2016)

Out of the total number of respondents, 79% were male and 21% were female. Fifty-seven
percent of respondents had tertiary (first degree) education, 12% had post graduate or
professional education, while the remaining respondents had secondary or basic

education.

The respondents were working in their respective companies for an average of 10 years.
On the average about 80% of the respondent SMEs relied on the national grid as source of
energy supply. This, in effect, meant that SMEs' operations are highly affected by irregular
power supply in Ghana. In total, about 48% of the SMEs exported non-processed agro-
products, 41% exported processed agro-products, and, the remaining 11% exported semi-

processed agro-products.

Non-processed agro products were pineapple, chilli pepper, 'baby' corn, sheanuts,
lumber/timber, cashew nuts, green pepper, soyabean, green mango, green banana, green
pawpaw, fish, garden eggs, cocoyam, okro, and soybean. Semi-processedproducts include
dried fruits (mango, banana), orange concentrate, pineapple (juice, chopped), dried
voacanga and/or griffonia seeds, shea butter, Voacanga/griffonia tea bags, dried
orange/lemon peel, flowers. Processed products include clothing (garments and textiles),
artefacts (carvings), baskets and other handicrafts (drums, masks), stools, shea - body
oils/cream/lotions, lip balm, soap, canned foods — tuna, fruit, vegetables, pepper sauce,
palm soup, melon soup, gari (grated, roasted cassava), palm oil, traditional footwear,
cocoa products, processed wood, ‘kente’ cloth, ‘fufu’ flour (cassava, yam, plantain and

maize) and 'banku' mix (dried fermented maize and cassava flour).
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Data Description

Partial least squares (PLS) structural equation modelling (PLS SEM) using SmartPLS 3.2
software was used to estimate our model and test the associated research hypotheses
(Ringle etal.,2005). PLS SEM is an appropriate method in this context since it yields more
stable estimators with small sample sizes than SEM, and, can also operate with indicators
that do not follow a normal distribution (Wong, 2013; Henseler & Fassott, 2010). The
approach places a very flexible restriction concerning the distribution and population of
the study (Haenlein & Kaplan, 2004). It also has the possibility of providing a more
reliable and accurate computation for moderating effects, because it accounts for error that
is capable of reducing the possible relationship, as well as, the improvement of the
validation of the theory (Helm et al., 2010; Henseler & Fassott, 2010). In addition, PLS
SEM is a components-based approach which models formative indicators that “form or
cause the creation or change in latent variables” (Chin, 1998). The constructs were first
analysed and checked for internal consistency (composite) reliability. The findings
indicate composite reliability was not less than 0.851, and, the convergent validity
measured by the average variance extracted (AVE) was 0.589 minimum for all variables
and is therefore acceptable (Wong, 2013). We also analysed the discriminant validity
which was determined by the Fornell-Larcker (FL) criterion. For the FL criterion to be
satisfied, the square root of the AVE should be greater than the correlation values amongst
latent variables. The diagonal in Table 4.3, gives the square root of the AVE for each
variable, and is calculated for as follows: 0.767 = 0.589"0.5 (0.589 is the AVE). The
findings indicate that the measures satisfy the criterion for discriminant validity.

On the non-diagonal you see the correlations of the constructs with the other constructs.
According to the FL criterion, the values on the diagonal should be larger than the values in
the respective columns. This shows that the correlations between the construct's
underlying items are larger than the construct's correlations with other constructs. The
construct is considered more internally coherent than are the relations of the construct with
other constructs. It indicates that the construct really is unique (discriminative). The
discriminant validity is good for all constructs (Hair et al., 2014; Wong, 2013).

Table 4.3 also gives the correlations between the variables. Some strong correlates were
found between entrepreneurial strategy and interacting/joint innovation capacity and
entrepreneurial strategy (r = -0.437), innovation capacity and export knowledge (r =
0.419), downstream supply capacity and innovation capacity (» = 0.422), upstream supply

capacity and export performance (r = 0.442) and, export performance and export
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knowledge (r = 0.454), but these were considered not to pose a problem for the PLS SEM
analyses.

Partial Least Squares Structural Equation Modelling analyses

The PLS SEM path modelling captures relationships of unobserved or latent variables and
analyses path coefficients to avoid bias or inconsistency in parameter estimations for
equations. The PLS SEM method is appropriate for “smaller size samples than
recommended for covariate-based SEM methods” and reveals “associations that might
not appear with standard regression or covariance-based SEM methods” (Lechner &
Gudmundsson, 2014). The results of the PLS SEM analyses are shown in Table 4.4. The
standardised coefficient () values are shown including the significance levels. The results
were acceptable for the measurement model (outer model) since the composite scale
reliability exceeded the recommended minimum of 0.70 (range 0.851 to 1.00), and, the
cronbach alpha was above 0.7 for all variables except downstream supply capacity with
0.637. In addition, convergent validity (AVE) exceeded the minimum (0.50) in all cases
(range 0.589 to 1.00) (Lechner & Gudmundsson, 2014; Bagozzi &Yi, 1988).
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Table 4.4 PLS SEM estimates for factors that are linked to export performance of SMEs
in Ghana

MODEL 1 MODEL 2 MODEL 3
Export National Export International Export All Collinearity
Quality Performance Quality Performance Quality Performance Statistic
2 3 4

Inner
Variables Coef. Coef. Coef. VIF
Firm Age 0.139* 0.154%* 0.076 1.153
Firm Size 0.060 0.056 0.062 1.229
International Experience 0.176%* 0.216%++ 0.097 1173
Entrepreneurial Strategy 0.139 0.206 0.036 1.522
Innovation Capacity 0.217%* 0.136 -0.100 1.722
Upstream Supply Capacity 0.122 0.145 0.376%** 1.190
Downstream Supply Capacity -0.013 -0.094 0.195 1.293
Export Knowledge 0.146 0.213%* 0.394%%%* 1.287
Entrepreneurial Strategy * 1.368
Innovation Capacity -0.315%* 0.372%** 0.156
Observations 152 152 152
R-squared 0.252 0316 0.408
Adj. R-squared 0.205 0.273 0.371

**% p<0.01, ** p<0.05, * p<0.1
Source: Field Survey (2015-2016)

PLS SEM analysis was applied to test the hypotheses (Figure 4.1). Table 4.4 contains the
coefficients (B), R’, the adjusted R’, and collinearity statistic. Multicollinearity was
checked. For each of the predictor variables, the maximum variation inflation factor (VIF)
was calculated and found to be below 5.0 (VIF < 1.73). This indicates there were no
serious multicollinearity problems. The test for endogeneity showed no endogeneity
among the variables:

Ho : variables are exogenous.

Durbin (score) chi2(1) =2.7042 (p=0.1001)

Wu-Hausman F(1, 134) =2.58285 (p=0.1104)

The Durbin-Wu-Hausman test (DWH test) detects endogenous regressors (predictor or
explanatory variables) in a regression model. It is a formal statistic for investigating
whether the regressors are uncorrelated (exogenous) or correlated (endogenous) with the
error terms (Hausman, 1978). Endogenous variables have values that are determined by
other variables in the system. The DWH test makes use of the Two Stages Least Squares
(2SLS) technique and an augmented LS regression. The check for endogeneity is done by
comparing instrumental variable (IV) estimates to ordinary least squares (OLS) estimates.

Having endogenous regressors in a model will cause ordinary least squares estimators to
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fail, as one of the assumptions of OLS is that there is no correlation between a predictor
variable and the error term. The null hypothesis that there are endogenous regressors in a
model is accepted if the p-value is small (less than 0.05), and rejected otherwise, meaning
the variables are exogenous, as is the case in our study (Janot et al., 2016; Semadeni et al.,
2014; Baum et al., 2003; Nakamura & Nakamura, 1985). The Ramsey Regression
Equation Specification Error Test (RESET) test was also applied to the model. It is a
general specification test for a linear regression model. It tests whether non-linear
combinations of the fitted values help explain the response variable. The idea behind the
test is that if non-linear combinations of the explanatory variables have any power in
explaining the response variable, the model is misspecified in the sense that the data
generating process might be better approximated by a polynomial or another non-linear
functional form. Also the results of the RESET test support no signs of an endogeneity
problem (see Appendix 3, page134). The Ramsey RESET Test does not clearly distinguish
between omitted variables and functional form misspecifications (which may occur if
some important nonlinear relationships are not taken into account causing bias in the
remaining parameter estimators) using RESET. However when combined with other tests,
such as the DWH-test, the results strengthen the conclusion that endogeneity is not a
problem in our model (Wooldridge, 1995; Thursby & Schmidt, 1977; Kennedy, 1998).

The first model in Table 4.4 assesses the contribution of the variables on the export
performance. Model 1 has an adjusted R* of 0.205. The first model shows that firm age
measured by years of operation is statistically significant and positively related (p<0.10)
to export performance. The effect of the firm age remains stable for Model 2 with p values
at p<0.05 but is not significant for Model 3. Firm size has no statistically significant effect
for any of the models. Innovation capacity and International experience have significant
effects on export performance with p values each at p<0.05 for Model 1. Although
Entrepreneurial strategy has no effect on its own, the interaction of Entrepreneurial
strategy and Innovation capacity has a significant joint inverse effect on export
performance with p<0.05. The result of this interaction suggests that for Model 1,
competing SMEs in the local market, do not have the same or similar positive impact on
export performance as when compared with competing international exporting SMEs for
Model 2. When all formative variables are included for export performance in Model 3 the

interaction of entrepreneurial strategy and innovation capacity has no effect.

The second Model in Table 4.4 has an adjusted R* of 0.273. Export knowledge has
significant effect on export performance with p<0.05. International experience is

significant with p<0.01. There is a significant joint positive effect of Entrepreneurial
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strategy and Innovation capacity on export performance. This suggests that for Model 2,
comparison with exporting companies on the international market has a positive
influence. This is opposite for Model 1 when comparison is made with exporting
companies on the local market. Model 3 was used in testing the study hypotheses. This is
because all variables (formative) for export performance used in the study are captured,
and the adjusted R”is high.

The effect of Upstream Supply Capacity on export performance is formulated in
Hypothesis 3 and is statistically significant (3=.376; p<0.01). Hypothesis 3 is supported.
Hypothesis 5 on Export Knowledge indicates significant effect on export performance
(B=.394; p<0.01). Hypothesis 5 is therefore supported. Hypothesis 6 which reflects the
role of international experience on export performance, has no effect. This hypothesis is
therefore not supported. Hypothesis 1, focusing on an Entrepreneurial Strategy has no
effect and is not supported. The role of Innovation Capacity is formulated by Hypothesis 2
and is not supported. Hypothesis 4, looking at Downstream Supply Capacity has no effect

on export performance.

Analysis was conducted for interacting terms and effect on export performance. The result
of interest was the joint effect of innovation capacity and entrepreneurial strategy which
was found to come close to statistical significance at 1.04% for Model 3. This implies
innovation capacity and entrepreneurial strategy may jointly improve export
performance. On the basis of this result it can be assumed that the SME internal policies on
innovation capacity and entrepreneurial strategy when properly coordinated will

positively improve export performance of the SME.

4.7 Conclusions and Recommendations
This study focused on the relation between export performance of Ghanaian SMEs in the

NTAE sector and internal capabilities of these SMEs. The results in our study show that
the entrepreneurial strategy has no direct effect on the export performance. However,
when we analyse the combination of entrepreneurial strategy with innovation capacity, it
seems that the relative advantage of the combined entrepreneurial strategy and innovation
capacity varies with the competitive position with national or international competitors.
Innovation capacity is important for export firms when they compete with local SMEs.
However, the effect is absent when compared to international export firms. The findings
suggest that when the firms compete with local firms, higher levels of performance can be
achieved when the firm has low levels of entrepreneurial strategy and low innovation

capacity. When competing with international firms, the exporting firm could gain higher
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performance levels if they combine an entrepreneurial strategy with high innovation
capacity. Also, export knowledge and the organization of the upstream supply chains will

help them gain better performance while competing in international markets.

These findings may in part be the result of the financing options for expansion and
innovation in Ghana. At least 50% of the SMEs in the study depended on equity finance
where requirement of equity capital was small. Small enterprises could rely on micro-
finance institutions, credit unions, or, financial non-governmental organisations (FNGOs)
to leverage some debt capital. However, the volume of capital available may not suffice for
the venture to be undertaken due to restrictive conditions imposed by Bank of Ghana
(BOG). As explained by the SMEs, these financial institutions cannot issue letters of credit
(LCs). The SMEs, therefore, have to depend on other banks even though their interest rates
may be higher. It is obvious the regular banks that can generate LCs, and, provide long
term lump-sum capital, demand secured collateral which these SMEs cannot readily

provide.

The higher levels of export performance may also be driven in part by better quality and
competitive products. The innovations and better quality products could also be improved
and sustained through legal protection mechanisms such as intellectual property (IP)
registration. SMEs in Ghana appear unaware of such legal protection options. As a result,
new innovations are easily picked up and copied by competitors. Carving out a niche for
themselves through improved packaging, branding, trademarks, and designs could be
improved with IP protection. There is the need to strengthen SME sub-sector
collaborations for group exports through mandatory registrations of and with associations.

This would enable better monitoring and regulation of the sub-sectors.

Currently, there is the perception that the ability of SMEs to mimic one another means any
leads one SME may develop is short-lived, as other SMEs catch up fast through imitation.
The effect may be the overall negative image that encapsulates them all and hampers
international market penetration. With regards to organizing their business operations in
the value chain, the results indicate that the upstream supply capacity have a significant
effect on the export performance. It seems that organising the upstream supply capacity is
important to ensure a reliable and stable flow of goods for export. It may be that the firms
that can better manage their upstream supply capacity activities are showing higher export
performance because they are more trustworthy to partner with. The findings indicate that
the downstream supply capacity does not explain differences in export performance. It

appears that these activities are less crucial. The export firms may have more alternatives

59



when it comes to storage at harbour/airport location. It is largely true of exporting SMEs
that they are concentrated on few international buyers. For this reason, developing
franchise market as a strategy, linking the SMEs with multinational companies and large
international buyers could generate multiple pay-offs in the value chain of the Ghanaian
SMEs. This is because the multinationals or franchisors are likely to include support to
their franchisees, to develop the same or similar value chains along their business
concepts. What SMEs should consider in such ventures is to avoid “captive supply”
scenarios, where only products of franchisors are produced without allowing or restricting
alternative product lines to the franchisee. The role of export knowledge is also found to be
important. Exporting firms that have more knowledge of'the trade regulations abroad, and,
the trade regulations to export in Ghana seem to be acquiring higher levels of export
performance. This factor of export knowledge, knowing how to get the goods to foreign
markets is often discussed as an important factor for export success in other countries
(Okpara, 2010). Within the franchise market development proposed, SMEs could benefit
from tacit knowledge build-up (anchor) from the established franchisor to enhance export
knowledge. There may however be some genuine concerns about “crowding out” SMEs in
the domestic market without the same or similar anchor. In addition, promoting SME
participation in associations would help build absorptive capacities through avenues such
as, knowledge share and outsourced arrangements. Relevant to our study findings is the
significance for export knowledge. Knowing how to get the goods into foreign markets is
essential for export firms in Ghana.
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CHAPTER 5

Connecting the Dots: A Multiple Case Study of the Network
Relationships of Small and Medium-Sized Enterprises (SMEs) in the
Non Traditional Agricultural Export (NTAE) Sector of Ghana.

5.1 Background

The post-independence era in Ghana saw fluctuations in world producer prices for
traditional exports such as cocoa, gold, timber, manganese and diamonds resulting in a
shortfall in anticipated revenues. Governments therefore focused on the diversification of
export products to include non-traditional exports (NTEs) in order to enhance the
country's revenue base. Kuada (2000) suggests from existing literature that, successive
Ghanaian governments have provided “macro policies and incentive packages” to boost
exports over a 30 year period to 2000. In 2008, Kokutse reported that “impressive growth
in exports from Ghana to the rest of the world has been witnessed over the past few years as

more and more Ghanaians explore production in non-traditional sectors”.

Indeed, NTE growth rate of which agricultural exports-NTAEs’' is a part, is impressive:
33% from 2005 to 2006, 12% from 2006 to 2007, and 22% from 2007 to 2008.” NTE
amounted to about US$ 1.5 billion (total exports estimated at US$ 5.3 billion), accounting
for about 30% of total exports in 2008. The contribution of NTAE to NTE in particular is
thought not to exceed 22% making NTAE contribution to total exports rather low. Small
and medium sized enterprises (SMEs)” are known to account for the bulk of NTE exports.
The performance of SMEs falls short of expectation which might be further exaggerated
by the shrinkage of global production due to the financial crisis (Cramer, Johnston & Oya,
2009). The former Ghanaian Deputy Minister for Environment and Science, Agasika

Agambila (2005) pointed at four factors that could have negatively affected the

*' The non-traditional agricultural exports (NTAE) products include exotic fruits, vegetables, tubers,
processed and semi-processed wood, apparel, rubber and agricultural products. Cocoa paste, canned
tuna, veneer, cocoa butter, sheanut butter and pineapples are among the leading NTAE products. This
differs from the traditional agricultural export products of Ghana such as cocoa, coffee, among others.
Source: Bank of Ghana Annual Reports.

*Source http://bog.gov.gh/ : Bank of Ghana Annual Reports 2005, 2006 and 2008.

* SMEs are defined in terms of assets/employees as follows: Micro: < $US10,000/1-5 employees;
Small:$US10,001 < 100,000/ 6-29 employees; Medium:$US100,001 < 250,000/30-99 employees.
(Abor & Quartey, 2010). For the purpose of this study, SMEs are also classified into various other
identified firm categories, namely: Sole proprietor — one man business; family-owned business; joint-
partnerships; private limited liability companies; co-operatives; associations; and state-owned
enterprises.
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development of small scale industries in Ghana: management, capital, markets and
government policy. Buatsi (2000, pp13) refers although there is a “network of institutions
in place” to facilitate exports, exporters are still confronted with major constraints ranging
from “accessing credit facilities, producing and developing high quality exportable
products, marketing their products to international buyers, and going through shipment
procedures.” Within the broad area of export behaviour especially, the network relations
(social capital) that the SME and its management use with upstream and downstream

(international) supply chain partners has received little attention up to now.

The present chapter will fill up this gap by looking into the export (network) behaviour of
NTAE SMEs. The literature presents contrasting views: for example Ibeh (2003) states
that, “the sub-Saharan Africa is one particular region in which little systematic firm-level
export behaviour research has been undertaken”. Exporting SMEs in developing countries
have “received little systematic attention from export behaviour researchers” (Ross 1989).
These perceptions are challenged by recent work of some Ghanaian researchers including
Mahmoud (2011); Hinson (2010); Engle, Dimitriadi, Gavidia, Schlaegel, Delanoe,
Alvarado, He, Buame & Wolf (2010); Nartey (2009); Hinson, Ofori, Kastner &
Mohammed (2008); Hinson & Sorensen (2007); Kuada (2005); Hinson & Abor (2005),
Buatsi (2000) among others. Their focus has however been on non-traditional exports,

SMEs, entrepreneurship, e-business, performance and marketing.

The objectives of the present study are to identify the types of SME networks that exist in

the NTAE sector, and examine the interaction between the management attributes, the

SME networks, the building of these networks, and ultimately the link with performance.

This chapter is based on ten SMEs in the NTAE sector of Ghana. The research questions

addressed are:

. What is the effect of human capital (management attributes and firm and employee
capabilities) on the firm size of SMEs in the NTAE sector in Ghana? and

. Which network relationships (social capital) may lead to increased firm size of SMEs
inthe NTAE sector in Ghana?

The chapter is structured in four sections: a literature review discussing the concepts
mentioned in the research model including physical, human and social capital, the
business environment, supply chain complexity and performance; the research
methodology (qualitative) such as the basis for sample selection, key questions
administered, the variables identified, and, the indicators used. Thereafter the main
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findings are discussed and, finally, the conclusions are drawn and recommendations and

management and policy implications are provided.

5.2 Review of Relevant Studies and Research Model

Various studies have found that the physical assets of a firm are influenced by the joint
contribution of human capital and social capital (through networks). These include:
Prahalad & Hamel (1994) and Cole (2004) on core competencies of the corporation and
the resource based view of the firm. Shrader & Siegel (2007), assessing the role of human
capital in firm growth, find that, “the fit between strategy and CEO and/or management
team experience is a key determinant for the long-term performance of high-tech
entrepreneurial ventures.” Studies (by Ucbasaran, Westhead, & Wright, 2008) exploring
human capital approaches to entrepreneurship, relate management team inputs such as
education, work and business experience, combined with managerial, technical and
entrepreneurial capabilities, to performance outputs such as business opportunity,

identification, and, pursuit.

Social capital has been described from a number of perspectives. Falk & Harrison (1998)
in answering the research question for their study, “What is the nature of the interactive
productivity between the local networks in a community?”, perceive social capital as “the
networks, norms and trust which constitute the resources required for individuals,
workplaces, groups, organizations and communities to strive for sustainable futures in a
changing socio-economic environment.” Studies (by Krause, Handfield, & Tyler, 2007)
investigating various dimensions of social capital, found that social capital could be linked
to the firms' performance in terms of cost, quality, delivery, and flexibility improvements.
The physical capital of a firm often referred to as physical or fixed assets include land,
factories, and, equipment. In the empirical study of Tsai & Wang (2008) physical capital
was used as a proxy for firm size. In the present study, firm size is used as a proxy for (past)
export performance, because it is very difficult in developing countries, such as Ghana, to

get exact figures on actual performance in terms of sales volume, profit margins etc.

The research model for the present study is based on the core proposition that, if, there is an
optimal mix of the SME's human, social, and physical capital (internal firm factors, or
internal capabilities, see Chapter 4) with the contextual factors (such as institutions and
supply chain complexity), this will lead to higher SME firm size. Figure 5.1 illustrates the

research model, the different internal firm and contextual factors will be discussed below.
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Figure 5.1 Research Model
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Human capital

Chief Executive Officer/Management Team (CEO/MT) attributes: education and
experience.

Dartey-Baah (2010) states that “capacity building should be a high policy priority
and a key pillar in development”. He further emphasized structured training for
mobilising excess capacity for export. Welbourne & Pardo-del-Val (2009) support
the view of Arribas & Vila (2007) stating that specific aspects of human capital
relevant to the survival of a firm include, work experience and education level of the
entrepreneur (cq. management team), something Oyelaran-Oyeyinka (2004) refers
to as “non-formal learning”. Oyelaran-Oyeyinka's study suggests that higher
performance would be dependent on the skills and know-how of the entrepreneur
(the SME CEO/MT). Education can be regarded as a knowledge tool that enhances
the ability of the entrepreneur to capitalise on or exploit opportunities - a
“knowledge corridor”. (Casson & Wadeson, 2007; Venkataraman, 1997; Shaver &
Scott, 1991). Rogerson (2000) (citing from the work of Levy & Spiller, 1994) refers
to findings which suggest that a firm that invests in the training of their staff members
perform better than other firms (and can adapt to a changing business environment).
This view is supported by other studies which found a positive impact of human
capital on firm performance (Afenyadu, King, McGrath, Oketch, Rogerson &
Visser, 1999; King, & McGrath, 1998).
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Chief Executive Officer/Management Team (CEO/MT) attributes: entrepreneur-
ship

Buame (2000) proposes an understanding of key success factors of an entrepreneur
to include high achievement orientation, calculated risk taking, and opportunity
exploitation. Entrepreneurship is considered to be “concerned with the discovery
and exploitation of profitable opportunities” (Shane & Venkataraman, 2000). In a
social network context, entrepreneurship is the ability of the entrepreneur to engage
in network relationships from which he reaps some form of benefit.

Firm attributes: firm (export) experience

Research on firm experience has been conducted in a number of areas. One study
(Shaver, Mitchell & Yeung, 1997) identified experience gained from information
spillovers as a determining factor for investment survival by foreign firms operating
in a host country. Seringhaus & Rosson (2001) find that firms with experience
exhibiting at international trade fair perform better than firms without experience.

Experience is therefore a contributory factor to the success of the firm.

Firm attributes: employee capabilities

Employee capabilities are largely determined by management practices and are
known to be influenced by education and training. An empirical model (used by
Bontis & Serenko, 2007) found that training, development and, job satisfaction were
key factors, specifically, “job satisfaction in turn is affected by training and
development, pay satisfaction, supervisor satisfaction, and job security.” Kim & Lee
(2006) found that higher levels of employees' knowledge sharing abilities is
influenced by social networks, performance-based reward systems, and employee
usage of IT applications. Training opportunities therefore appear to be relevant for

developing employee capabilities.

Social capital

Network structural embeddedness: network density

Bhagavatula (2009) defining a dense network structure, suggests “...many members
of the network know each other ... otherwise, it is considered sparse”. Both he and
Gulati (1998) refer to dense network structures as cohesive ties which allow actors to
become a source of information about a partner's capabilities and reliability.
Alternatively, sparse network structures can be described as networks in which few
members know each other. Information in this type of networks is not common
knowledge and there is no connection that binds actors. Granovetter (1983) refers to

this as a “low density network”. Sparse networks have the advantage that firms are
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facing a broader scope of information that may provide opportunities for the firm. In
the present study social capital focuses on business/firm networks, and, does not
include family and friend networks as is encompassed within the broader context of
social capital. There were questions asked on family and friend networks but
respondents failed or refused to provide any information, so unfortunately, these

networks could not be included in the analyses.

Network structural embeddedness: network complexity

Network complexity can be described by the number of actors that a firm has to
connect. Newman (2003) describes a social network as “a set of people or groups of
people with some pattern of contacts or interactions between them”. The more
patterns of contacts or frequency of interactions, the more complex the network. In
simple network structures actors have not to relate to many other actors. In the export
sector, complex network structures can be identified when firms export themselves
and not through specialized traders. They need a large number of actors in their
network to whom they have to communicate intensively, for instance, exporting

agencies, shipping companies and international customers.

Network relational embeddedness: weak and strong ties

Granovetter (1983) introduced the concepts of “weak and strong ties”. Weak ties are
networks in which the members are not closely connected. This assumes that the
relationships are more formal and/or distant. Strong ties, however, are more socially
networked and relations may be informal as with family and friends. Gulati (1988),
(citing the work of Coleman, Katz & Menzel, 1966) suggests that actors with strong
ties have a common understanding as a result of shared opinions, and, socializing
relations which determine the actions they take. According to Granovetter (1973),
strong ties can be found more within groups than between groups, and, members
may interact more frequently. Information is common knowledge and does not
necessarily create opportunities. Weak ties are ties which can be found more
between non-cohesive groups. Members of these groups are not necessarily known
to each other and interactions are infrequent. Weak ties are considered to create

opportunities by providing new information (Granovetter, 1983).

Network relational embeddedness: bridging and bonding ties
Bridging ties enables a member of a network to access resources and opportunities in
another network (Newman & Newman, 2005; Granovetter, 1973). The actors within

each of these networks develop bonding ties over time. According to Burt (1992) an
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entrepreneur that is the bridge between one network and the other is more likely to
obtain new information. This view supports an earlier study by Leeds (1964) who
focused on the political and economic development of the individual, and found,
personal ties at each “promotional levels” serve as “springboards” projecting the
individual to new and improved levels of performance. These “springboards” are
bonding ties and may be found in what Long (2001) lists as “...family, kinship,
compadrazgo (comradeship), politico-bureaucratic affiliations, commercial and

industrial connections, and, recreational and educational bonds”.

. Network relational embeddedness: trust and contracts
The position of trust in building social capital has been investigated in a number of
studies. In one, the findings show that lack of trust brought about by income
disparities among the members of a group, led to a breakdown in social capital and
higher mortality rates (Kawachi, Kennedy, Lochner, & Prothow-Stith, 1997).
Woolthuis, Hillebrand, & Nooteboom (2005) study found that trust and contracts are
both substitutes and complements to each other. Using a case study methodology,
Lyon (2000) investigated how trust developed among farmers, traders, and,
agricultural input suppliers in Ghana. The main mechanisms were formal and
informal networks which substituted for the formal legal institutions which are

generally weak in developing countries such as Ghana.

Physical capital

In astudy (by Javalgi, Lawson, Gross & White, 1998) related to the propensity of firms to
export, the firm characteristics variables examined were: “number of employees, total
sales, years in business, international trade activity (exporter/non-exporter), and firm
ownership”. Other variables such as size, risk and debt have been used, as well (see
Bougheas, Mizen & Yalcin, 2006).

Institutions

The export related institutions found in Ghana are ministries, departments and agencies,
banking and finance companies, and knowledge and technical organisations. The spread
of these institutions in the country is disproportionate. For example, all the ministries are
located in the capital and the majority of the banking and finance institutions and
knowledge and technical organisations are headquartered in the capital, as well. These
institutions operate in other areas of the country through branches and departments. The

outreach, that is to say the ratio of branch or department location to area coverage is not
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proportionate across all the ten regions. For the study this makes it necessary to classify the

regions into zones.

Zones in Ghana

The three main zones (GSS, 2001°*) in Ghana are:

Zone 1 (Savannah Belt) The Northern, Upper East and Upper West regions make up the
savannah region of Ghana.

Zone 2 (Forest Belt) The Brong-Ahafo and Ashanti Regions are in the forest belt in the
middle of Ghana.

Zone 3 (Coastal Belt) The Western, Central, Greater Accra, Eastern, and Volta Regions are
classified as the coastal belt.

Supply chain complexity

. Upstream and downstream (export) complexity
Research (by Lambert & Pohlen, 2001) indicates that there is an absence of widely
accepted definitions of supply chain management and complexity. They proposed a
framework that requires managing the interfaces with suppliers and buyers through
supplier and customer relationship management. Christopher (2000) on one hand,
focused on volatile markets compelling firms to review their supply chain processes.
The key to survival of these firms in such uncertain environments is considered to be
the degree of responsiveness of the supply chain. Milgate (2001) on the other hand,
found that uncertainty hampered delivery performance. This was especially the case
for firms competing internationally, “where the complexity of the supply chain must
be managed within a global network”. Similarly, McAdam & McCormack (2001)
present a qualitative study of the integration of supply chain management and
business process management activities and concluded that there is little research
evidence exploring integration of processes throughout the supply chain although

the importance of supply chain communication is stressed by many researchers.

Performance

. Firmssize
Firm size is known to influence export performance. Seringhaus (1993) describes
export performance by “export share as a percentage of total sales”. Julien &
Ramangalahy (2003) argue that, “the concept of export performance of SMEs is the

* Core Welfare Indicators Questionnaire Survey (CWIQ) 1997 — Ghana Statistical Service, Ghana, 2001
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subject of much controversy” and, go on to suggest a number of measurement
indicators from literature (see Bijmolt & Zwart, 1994; Kaynak, 1992; Denis, 1990;
Madsen, 1987; Kleinschmidt & Ross, 1986) to include “export intensity (export
sales as a percentage of total sales), growth rate of the export ratio, perception of
export success/profitability, export profitability (the amount of profits or the
perception of export profitability compared to domestic sales), export volume (the
absolute value of exports, or exports as a percentage of total sales), export growth
(the absolute or percentage value of export growth), and other indicators (such as
perception of success, export variability and so forth)”. In the present study,
following earlier empirical studies (such as, Tsai & Wang, 2008) labour in terms of

total number of employees, is used as a proxy for firm size.

5.3 Context and Research Methods

The study context and sample is explained in more detail in Section 4.4 Research Design.
The research approach involved the purposive selection of ten SMEs for the case study
based on judgmental criteria of NTAE exporters.” Five SMEs were selected from the
coastal zone where a majority of SMEs are located, and, five SMEs were selected from the
other zones: two SMEs from the forest zone and three SMEs from the savannah zone. This
is consistent with the proportionate spread of the population of NTAE SMEs based on
location. Information on the multiple case studies was obtained using a questionnaire
containing a combination of open and closed questions, using 7-point Likert scales. The
key questions administered can be found in Table 5.1. The questionnaire was administered
using face-to-face interviews with the SME CEOs and/or managers to obtain primary
data. Analyses are based on aggregated responses. General statements/conclusions are

based on majority views of at least 7 NTAE SMEs providing the same/similar response.

Case study principles are applied throughout the fieldwork to include: multiple sources of
evidence (triangulation), creating a case study database (report summaries), and,
maintaining a chain of evidence-recordings/transcriptions (Yin, 2003). Reliability is
assured by interviewing the CEOs of the SMEs, considering that they are the most
knowledgeable persons regarding their business. Where possible the perceptions were
triangulated by obtaining information from other sources. Experts from banks, micro-
finance institutions, and, knowledge institutions, were asked specific questions related to

the answers and concerns raised by the SME CEOs before conclusions were drawn.

* All ten firms were selected from the total sample of exporting firms based on the list of NTAE-SMEs
provided by the Ghana Export Promotion Authority (see Section 4.4 on page 46).
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To identify pattern matching, face-to-face interviews are conducted with identified
members of the SME network (namely: the SME/umbrella associations, the public sector
(government ministries, departments, and agencies, as well as institutions which draw
government subsidies under the Consolidated Fund of Ghana), the institutional/technical
sectors (the universities, technology and innovation centres), and, the SME departments
of banks and micro-finance institutions) and, references made to secondary data to cross-
check information obtained from interviews with the SMEs. The research model
presented in Figure 5.1 provides a clear overview of the variables that explain internal and

external (contextual) fit and firm size.

Eisenhardt (1989) argues that, “a cross-case analysis involving four to ten case studies
may provide a good basis for analytical generalization.” These views support the selection
of ten multiple case studies used for the present study. Explanation building based on the

findings is used to support theory development.
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5.4 Findings

General Aspects

Most of top management were found to be predominantly male and of Christian belief.
This is because most of the SMEs are located in the coastal zone which has more Christian
followers compared to the Muslim north. The majority of CEO women are engaged more
in trading than in exporting. Most of the SMEs have more employees contracted on a
seasonal or periodic basis. For example one SME had an outgrower scheme™ arrangement
with over 3,000 farmers. The SMEs themselves referred to full time staff as staff with a
contract, working 40 hours per week (inclusive of breaks). All the SMEs in the processing
sector made use of outsourcing. Outsourcing in almost all cases is limited to input supplies
and/or logistics (transportation). Some firms made use of staff rotation in their work
processes. Rotation in this feature is more a tool for process expediency than for staff
development. The scheduled targets include quality control, deadlines/timelines, cost

minimisation and stock control.

Firm Size

The number of full time employees has been used as a proxy for SME export performance.
The more full time employees the SME contracts, the more likely that in-house tacit
knowledge will be built up and preserved. This development is more likely to enhance the
firm capacity and competitive edge. In addition, the potential growth rate was asked for,
because the sales projections might give a clearer picture of the SMEs future performance.
SMESs with a high sales projection are likely to take on more full time employees in order
to meet and sustain targets, implying increased output, revenue and growth rates. For
example, SME 1 anticipated increase in full time employees based on sales projections. In
his words on sales projections, the CEO responded, “From 2006-2008, I would say there
has been about an almost tenfold increase in volume. By 2010 we think we are going to
increase by another 25%. Then we hold it there, because we think that this is the volume
that we can sell comfortably on the market and also process without finding ourselves with

excess production.”

Physical Capital
All medium sized firms made use of foreign equipment and were considered to be more

innovative in their approach. Generally, small sized firms made more use of local

* Outgrower scheme normally takes the form of an agreement between the buyer and collective number
of small farmers. The farmers may be provided with seedlings and other inputs and agree to farm
according to specified requirements for a fee. The output is taken up by the buyer.
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equipment. They are considered equally enterprising though financially constrained. This
is reflected in the fact that only the medium sized firms were capable of operating own
generators (power supply) to facilitate production. A greater number of the SMEs relied on
the (unreliable) national grid. The export product and nature of operation determined
whether transportation, facilities and input supplies were relevant to the firm. Medium
sized firms exporting fresh produce mostly owned cold storage facilities; though not all of
them owned cooled transportation. Both small and medium sized firms that export fresh
produce relied on input suppliers to supplement stocks. The medium sized firms had the
advantage of organising vertically integrated supply chains reducing supply risks. Firms
exporting processed products, such as clothing”, did not rely much on input suppliers
since spot market purchases were more cost effective. The structure of the physical capital
base influenced the performance of the firm. Most medium sized firms could export more
frequently and had higher sales projections compared to small firms. However,
entrepreneurial small firms showed a higher number of export destinations. Financing of
most SMEs was through equity (retained earnings). SMEs used debt financing, this was
mostly short term and was used to support their working capital. The SMEs concerned
owned their own premises and could use it as collateral for debt financing. Debt financing
however, is a disincentive for most SMEs due to the high cost and the lack of subsidies or
other forms of debt relief. Small firms generally did not make use of debt financing, the
credit requirements issued by the banking sector made the small sized firms either
ineligible or debt unaffordable. For small sized firms finance constraints are generally

managed by the ingenuity of the top management.

In the words of the CEO of SME 10: “I¢ is not so that we began with exporting directly, we
started small, selling to an exporting trader until the moment that we became financially

strong enough through banking loans to export to the international buyers ourselves”.

Human Capital

Tertiary level education of the CEO is a significant indicator for success of exporting
SMEs, irrespective of location or sector. Up to tertiary level, training best explained firm
performance. For SMEs whose CEOs did not have tertiary level education, years at work
provide a better explanation for performance. In most cases, the number of years of firm
export experience and the firm's years of operation show a direct relationship with the

CEOs work experience and age. This is because in most instances the businesses were

* Clothing is also part of the NTAE sector (e.g. cotton) Figure 1.1 (pp5) and Appendix 5 (pp137) provide
NTAE products/produce.
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started by the CEO. In almost all cases, firms with export experience of more than five
years had at least two of the following features: the exporting SMEs had a top management
with an age range from 45 to 55 years, the exporting SMEs were located in the coastal
zone, and the exporting SMEs had been in operation for over 12 years. A possible
explanation is that the CEOs were instrumental for the firm's export initiatives, consistent
with the finding that most of the SME CEOs had international experience. This also
implied that the CEOs showed special entrepreneurial skills enabling them to start their
own export business. For example, the CEO of SME 10 said the following about his
exporting firm: “So [ started the business in 1997, before I registered the company in the
year 2000.” As he further explained this gave him the opportunity to understand the entire
production export process before formally registering his firm. The CEO of SME 8 stated
that: “/ was in partnering in the business of purchasing, semi-processing and exporting
botanical seeds ....... We have been in this business for about five to six years now .... Itis
only this year that we registered our company.” Most CEOs of the medium sized firms
have worked or are schooled abroad, whereas in the majority of small sized firms the
CEOs have travelled abroad frequently. However, the CEOs of most SMEs did not place a
premium on providing study and formal training to their employees, but a lot of time is
spent on-the job training to meet the needs of the SMEs. The main capacity development
here therefore comes from the entrepreneurial drive of the CEO, making use of their

contact networks.

Social Capital

The majority of the exporting SMEs are members of an association or register with
government export agencies and visit fairs and conferences to obtain relevant information,
e.g. about importers and buyers. Associations typically work on knowledge building of
their members through organizing specialized workshops, e.g. about quality standards in
international markets. As a manager of an association mentions: “/n Ghana we are
encouraged to join product associations... we (the associations) are doing well, we are
adapting ... Thanks to the help from various organizations including development
agencies we can provide the technical assistance to SMEs to get the necessary
certification done (of the Global Gap)”. Medium sized firms as well as small sized firms
with an association membership of more than 5 years appeared to have strong ties with the
association. Interaction with the association is facilitated by technical services such as
internet, mobile phones and special postal delivery. However, not all CEOs see advantage
in joining an association or registering with government export agencies. These SMEs are

either inexperienced, been in the exporting business for less than 3 years or do not feel the
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need, having a favourable long term buyer relationship with one or more importers. An in-
depth analysis of the SMEs (in-)formal buyer arrangement(s) may point at a possible
“captive supply” scenario (Williamson, 1993). All SMEs make use of technical assistance,
although the use of extension services is limited to the typical agricultural products. In
general, SMEs in the coastal zone have an advantage because most of the export related
technical institutions are located in this zone. The activities of these export related
technical institutions are limited in terms of outreach (number of branches) in the forest
and savannah zones. SMEs in the coastal zone tend to perform better than SMEs in the

other two zones.

Medium sized firms appeared to have stronger bridging ties with international importers.
They make extensive use of international trade fairs, conferences and exhibitions. They
also conduct in-depth international market studies, but did not make much use of direct
buyer feedback probably attributable to the spot market type of arrangements with the
buyers. It was interesting to discover that the SMEs located in the forest zone are less able
to profit from international ties, because they are sandwiched between the two other zones
with most of the contact networks located in the coastal zone. Entrepreneurial SMEs,
located in the savannah, take advantage of the proximity to the neighbouring regional

export countries.

Institutions

Interestingly, in the light of the poor transportation infrastructure, the CEOs generally
considered the transportation infrastructure as effective, because of the reliable transport
arrangements that could be made, enabling timely delivery. The services provided by the
export related institutions were generally considered as ineffective. E.g., in the eyes of the
CEOs, the exporting risks could be considerably reduced by greater participation of
banking and finance institutions. However, CEOs with the strongest bonding ties with the

exportrelated institutions showed the highest export level and the highest sales turnover.

Supply Chain Complexity

All SMEs face challenges in the upstream supply chain regarding reliability of delivery,
quality of input supplies and input price. They all need to concern themselves to interact
with suppliers to obtain the quality of input at the desired price, moving between
alternative markets to select supplies, to arrange (cooled) transportation, and the right
storage facilities. Most small sized firms that used preferred suppliers exported processed
products and were located in the forest zone. A reason for this could be that there are more

suppliers in the coastal zone. Medium sized firms showed a low preference for preferred
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suppliers in general. On the downstream side, directly exporting SMEs are confronted
with governmental quality control requirements, certification issues, and the bureaucracy
of customs inspections and checks. SMEs exporting via traders are also confronted with
challenges, including, low prices offered by export agents, inability to (re-)negotiate
competitive prices, or, captive export supply scenarios. In general, direct negotiation with
the international importer/buyer is perceived to be more lucrative. For typically, the local
export agent would like to push down the producer's price to maximise profits accruing to
him. The complexity for the exporting SMEs may be referenced on whether the exporting
arrangements are based on trust or contract. The issues that flow from this include to what
extent the agreements are enforceable, how easy it is for the exporting SMEs to divert to
alternative markets, and what costs are associated with entering these markets. Small sized
firms generally showed a high preference for a preferred buyer. Interestingly, the medium
sized firms did not have a high preference for a preferred buyer. As the CEO of SME1
indicated: “I have one major buyer who is doing (taking up) 60%, the others 40% of my
sales.” The main reason for this was that the CEO of SME 1 had built up a reputation
through its international contact network which made it easy for him to sell to other foreign

buyers.

5.5 Conclusions and Recommendations

The results presented in this chapter are based on a purposive and judgmental sample of
ten SMEs in the NTAE sector in Ghana. Notwithstanding, the triangulation of data by in-
depth interviews with key stakeholders (through interviews with banking and finance
institutions, knowledge and technical institutions, and, government institutions) assured
for the reliability of the data and validation of the responses made by the SME CEOs. The
findings deserve some reservations in assuming a generalisation to all SMEs in the NTAE
sector in Ghana, because of the limited number of 10 SMEs interviewed.

The findings are consistent with the literature (see section on literature review) which
suggests both human and social capital are positively linked to firm performance. In this
sense, human and social capital provides a store of wealth to the SMEs that they can draw
upon to improve their performance. This can only be feasible where the SMEs contextual
situation (institutions and supply chain complexity) is conducive. The core proposition of
this study is that, if there is an optimal mix of the SME's human, social, and physical
capital (internal firm factors) with the contextual factors (such as institutions and supply
chain complexity), this will lead to higher SME firm size. The following will provide
arguments to see if, and if so, to what extent, the proposition is valid by addressing the

research questions.
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What is the effect of human capital (CEO/management attributes and firm attributes) on
firmsize of SMEs in the NTAE sector in Ghana?

There appears to be a positive relation between a high level of education of the CEO and
firm size. The findings make for strong conclusion that, education in particular is pivotal in
harnessing export opportunities available to the SME. Complete ownership of the firm
seems to positively influence the SMEs performance, because it provides stability and
frees the management to engage less lucrative investment arrangements. Small sized firms
in the coastal zone that in general have complete ownership of premises, are therefore
expected to be more likely to progress to medium sized firms, than the small sized firms in
the other two zones that do not completely own premises.

Which network relationships (social capital) will lead to increased firm size of SMEs in the
NTAE sector in Ghana?

It is key for exporting SMEs to be where the governmental export agencies and extension
services are located or to strengthen their ties by increasing their interactions with the
export institutions. This will facilitate the complex export processes, e.g. by providing
information on export market trends, clearly important for SMEs exporting directly (not
through traders). Especially for SMEs located in the forest zone, it is important to intensify
their network relationships to improve their export opportunities, because most export
institutions are located in the coastal zone, while the savannah zone has the northern
border offering regional export opportunities. However, up to now, the costs associated
with building and sustaining networks by the SMEs in the forest zone, with the institutions
in the coastal zone, prohibits the building of strong ties. Membership of associations
showed strengthened network ties with other exporting SMEs. Therefore, most of the
CEOs who recognise the benefits of interaction participate in associations. Also the
participation in international fairs and exhibitions can create new avenues, by, exchanging
ideas and contact with new export opportunities. Network embeddedness showed both
formal contracts and trust arrangements proved to be useful for the exporting SMEs.
Interestingly, compared to the SMEs with informal contracts, the SMEs with formal
international contracts were much more exploring the opportunities to enter alternative
markets to spread exporting risks. The SMEs that relied on informal contracts were more
“locked in” to one buyer in general. However in a number of cases the informal contract
had the advantage that the SMEs could increase or decrease the frequency of export to this
buyer. The management and policy implications will be addressed in more detail in the

concluding chapter (7) onpages 111-122.
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CHAPTER 6

Non-Traditional Agricultural Export Performance in Ghana. Exporting

SMEs' Characteristics, Channel Choice and Institutions

6.1 Introduction

The non-traditional agricultural export (NTAE) sector is increasingly important for
African countries (Ouma et al., 2013). The start of the NTAE sector in Ghana can be traced
back to the early 1980s, where declining export earnings from traditional exports (cocoa,
minerals, and timber) led to government programmes aimed at resuscitating the export
sector, and, diversifying the export base to include non-traditional exports (Buatsi, 2000).
NTAEs include “exotic fruits, vegetables, tubers, processed and semi-processed wood,
apparel, rubber and agricultural products, cocoa paste, canned tuna, veneer, cocoa butter,
sheanut butter and pineapples” (Abban et al., 2013). In Ghana, the Ghana Export
Promotion Authority (GEPA) 2018 statistics show that NTAEs grew from $62.34 million
in 1990 to about $2 billion in 2016, an estimated increase of 3,210%. Although some
studies have been conducted on institutional support to SMEs, these studies used a small
sample size, focused on case studies, value chain (Hinson, 2010; Tetteh, 1995) or on
exporting SMEs and export performance (Boso et al., 2016). The focus on the NTAE
sector is in part due to its high value products and governmental export diversification
strategies focusing on this sector(Abban et al., 2018) with the aim of countering declining
earnings from and dependence on traditional exports (Buatsi, 2000). Given the
importance of NTAE and Ghanaian SMEs to development, this study seeks to extend the
knowledge on SMEs in the NTAE sector focusing on their environment, and, on how
institutions (services and finance) can support them to stay competitive in increasing
globalizing export markets, and, the continuous introduction of new technologies (Ocloo
etal.,2014). This is notwithstanding that Ghanaian NTAE SME:s face serious constraints,
such as financing, insurance, enterprise level training, infrastructural support and
appropriate incentives (Buatsi, 2000, pp13). These features are generally similar to
constraints confronting Ghanaian SMEs such as poor availability of credit, lack of
managerial skills and training, lack of equipment and technology, and, regulatory
problems that limit their access to international markets. Given the important role of
Ghanaian SMEs as the pillar for economic development; 90% of registered companies in
Ghana are micro, small and medium enterprises (MSMEs), contributing to about 70% of
gross domestic product and 85% of employment (Abor & Quartey, 2010; Mensah, 2004) it

is even more pressing for Ghanaian institutions to support them.
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Exporting SMEs are affected by export market competition, (bad) image of the exporting
country, and (lack of) information on export markets and regulations (Khattak et al.,
2011). These points can be affected by the work of institutions that facilitate the growth of
SMEs, and support export performance. Previous studies suggest that institutions can
have both positive and negative effects on exporting SMEs (Yamoah et al., 2014).
Institutional reforms, however, could make entreprencurial endeavours of SMEs more
successful (Manev et al., 2005) but could also result in problems that constrain their
growth (Meyer & Peng, 2005) and may even lead to their going out of business (Roxas et
al., 2006). Services and finance institution reforms alone are of no effect without the
requisite capacity of the SMEs to make use of them, so the focus should be more on
building an appropriate institutional framework to support SMEs (Yamoah et al., 2014).
Exporting SMEs may be hampered by a hostile regulatory environment, limited access to
finance, but also by inadequate management and limited entrepreneurial skills (Zindiye et
al., 2012, pp657). Hence, according to Korsakien¢ & Tvaronaviciené (2012), both the
internal environment (management and organisational characteristics such as
international transactions experience, planning orientation, development of products for
exports, researching overseas markets) and the external environment (which includes
government assistance, cost issues and market activities of competitors in export markets)

of exporting SMEs will either stimulate or act as a barrier to exporting SMEs.

Important exporting SME characteristics include years of experience, size, age,
international experience, manager's characteristics, company status, previous export
performance and nature or type of the product (Zaiem & Sghidi, 2011; Maurel, 2009).
International experience of the SME's CEO or export manager is a key driver of
internationalisation influencing the ability and involvement of SMEs in exporting (Javagli
& Todd, 2011). Export barriers are known to affect the internationalisation process of
SMEs. This is determined in part by the extent of CEO's or export manager's export
knowledge and knowledge of foreign market(s) (Okpara & Koumbiadis, 2009). The
entrepreneurial orientation of the CEOs or managers, as shown by their exporting
initiatives and innovations has been found to be positively related to export performance
(Okpara & Koumbiadis, 2009; Imran et al., 2018). Also the networks of the CEO/export
managers are relevant, since networks can reduce information asymmetry and provide the
SMEs' CEOs opportunities to access or acquire information (Child & Hsieh, 2013;
Kontinen & Ojala, 2011).
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Other SME characteristics that determine export performance include top management
support, work autonomy, reward and reinforcement, time availability and flexible
organisational boundaries that strengthen information flows internal and external to the
organisation (Kuratko et al., 2014). The corporate governance mechanisms are important
in supporting SMEs' internationalisation processes through the institution of appropriate
structures and functions (Calabro® & Mussolino, 2011). This is the same for operations
and maintenance which are essential for production and improvement of process
technologies (Wignaraja, 2001). Innovation in terms of product development and business
outlook (technological leadership) is also considered relevant to internationalisation of
SMEs. Product development is important in terms of improvement of existing products or
introducing new products (Wignaraja, 2001). Business outlook is seen as a form of
technological leadership because it requires varying skills for an “ambidextrous
leadership which moves from transformational leadership towards more focused

2899

transactional leadership™” (Love & Ropper, 2015, pp30) for innovation and export.

Export channel (export mode) and institutional (services and finance) support are
important to exporting. The export mode used in terms of cost options and resources is
thought to be a determinant of SME export performance (Fernandez-Olmos & Diez-Vial,
2015; Roberts et al., 2012). Also institutional services that aid exporting SMEs, such as
extension services, professional and technical support, and financing are equally
important. Hessels & Terjesen (2010, pp 208) explain that institutions have a “high degree
of resilience” and are “composed of cultural-cognitive, normative, and regulative
elements” which ultimately lead to stability and provide an anchor in the SMEs

environment.

There is no single register or source that provides the list of all NTAE SMEs in Ghana.
Similar to the study of Yamoah et al. (2014), this study made use of the directory of
exporters provided by the Ghana Export Promotion Authority (GEPA) and list from other
institutions (see Section 4.4 on page 46). The list showed 87% “of exporters were SMEs in
the NTAE sector. Given the over 2000% increase in export volumes over 3 decades (GEPA
2018 reports), it could be expected that SMEs in the NTAE sector are flourishing.
However, about 28% of the NTAE SMEs out of the GEPA list had either stopped

* Transformational and transactional leadership are polar opposites when it comes to the underlying
theories of management and motivation. Transformational leaders focus on change within the
organization, whereas transactional leaders focus on organization, supervision and group performance,
aswell.

*87% of the exporters were NTAE exporters and the remaining 13% were NTE exporters.
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operating, exporting or were irregular exporters. Some of the reasons include: limited
formal education or weak management skills, limited access to and use of new
technologies, unavailable market information, lack of easy access to credit, (Ocloo et al.,
2014), “resource limitations and a lack of experience in foreign operations”, Boso et al.
(2016, pp2). Hinson (2010, pp324) explains that in the non-traditional export (NTE™)
sector of Ghana challenges faced by export firms include lack of training, lack of finance
and equipment. Other studies, such as those of Buatsi (2002) and Abor & Biekpe (2006)
focused on limited access to finance, specifically from banks. Most studies have focused
on the NTE sector in general. There appears neither to be much information on the NTAE
sector, nor, the combination of factors determining SME characteristics, export mode,
and, institutional (services and financial) arrangements of exporting SMEs in the NTAE

sector of Ghana.

Given the rise in global importance of NTAEs, it is important to know which of the
relevant factors determining these characteristics positively impacts export performance,
and, ultimately SME growth and development. The study investigates this gap, providing
insights into which factors in the (internal and external) environment positively impact
performance of exporting SMEs in the NTAE sector. Factors that can lead to success or
failure of exporting SMEs. These factors vary with the situational context (sector) and
which ones positively impact SME export performance. With the increasing importance
of the NTAE sector, predominated by SMEs, there is the need to investigate what works
best for this sector, ultimately for economic growth and development. So the research
question to be answered is: Which SME characteristic, export mode, and, institutions
(services and finance) are positively related to export performance in the NTAE sector in
Ghana?

This paper is structured as follows: the theoretical background for the study is followed by
an explanation of the conceptual model and hypotheses development. The research
methodology explains data collection, data analysis, and results. The conclusion discusses
the findings, policy implications, and identifies limitations to the study and

recommendations for future research.

*The NTE sector differs from the NTAE sector because it includes not only agricultural products but also

aluminum, metal, other manufactured articles, chemicals, iron and steel products, mineral products,
machine and equipment.

85



6.2 TheNTAE SME Sector in Ghana

The start of the NTAE sector in Ghana can be traced back to the early 1980s, where
declining export earnings from traditional exports (cocoa, minerals, and timber) led to
government programmes aimed at resuscitating the export sector, and, diversifying export
base to include non-traditional exports (Buatsi, 2000). Over a decade not much change
was observed in the structure of exports as traditional exports still dominated (85%) the
foreign exchange earnings (Baah-Nuakoh et al., 1996). Since 1987 revenues increased
from 27.963 to 159.660 USS$ million in 1996 (Buatsi, 2000). In the last decade, the NTE
sector, dominated by SMEs, increased its exports from US$ million 892.88 in 2006 to
about USS$ billion 2.463 in 2016 (GEPA reports). There are no documentations to support
whether or not the same SMEs recorded/registered in 2006 remained in business until
2016, whether there was any growth in these SMEs (micro to small, small to medium,
medium to large), and, the trend in new entrants to the NTAE sector. These limitations in
the data, peculiar to GEPA, are supplemented by data from other studies in the NTAE
sector. For example, Kokutse (2008) indicates that there a more entrants into the NTE
sector. Buatsi (2000) estimates that the NTE sector contributed about 15% of total exports
in 1999. Further, Abban et al. (2013) suggest that the NTE sector accounted for 30% of
total exports in 2008, and, NTAE comprised about 70% of the total NTE, making NTAEs
contribution to total exports about 20.8%. In 2017, BOG Annual report states that NTE
revenue increased by 0.6% over 2016. Total value of NTE amounted to US$ billion 2.1 of
which NTAE contributed about 64%. The performance of the NTAE sector and the role of
SME:s in this sector provide reasons to explore the NTAE SMEs in Ghana.

In the present study, the SME definition of Abor & Quartey (2010), who describe micro,
small and medium enterprises as follows: micro less than 5 workers, small 5 to 29 workers
and medium 30 to 99 workers, is used. This definition is also supported by Teal (2002),
Abban etal. (2013), and Yamoah et al. (2014). Abban etal. (2013, pp89) also define SMEs
in terms of ownership structure to include “sole proprietor — one man business, family-
owned business, joint-partnerships, private limited liability companies, co-operatives,
associations, and, state-owned enterprises”. For SMEs to be effective and achieve the
desired levels of economic development would require a conducive business environment
with institutions (services and finance) in the public sector. Public and private institutions
are expected to provide an enhanced environment for SMEs by setting the policy
framework and regulations. It is known that the different modes of regulations invariably
impact the operations of an enterprise (Aryeetey & Ahene, 2005). Aryeetey & Ahene

(2005) suggest that the private sector associations improve the operating environment of
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SMEs in Ghana. The institutional framework includes political, social and legal
regulations/guidelines that facilitate production and distribution, and, to which businesses
must comply for legitimacy and assistance (North, 1990). For example, institutions
implementing incentive programmes in Ghana cannot be effective without the creation of
an appropriate institutional framework (Kuada, 1993) that supports the idea that
promotion alone is not sufficient for SME development (Buame, 1996). Yamoah (2014)
suggests that providing incentive packages to SMEs or establishing support institutions
alone is not enough for SME development in Ghana without considering the nature
(operations) of those institutions. For NTEs it was found that the outreach of the
institutions was a constraint, as most of the interviewed exporters were unaware of the
institutional support available (Tetteh, 1995). Yamoah (2014) found that social support
institutions were the most significant determinants of development of enterprises
followed by regulatory institutions and structural support institutions. Incentive support

institutions and government policy did not have much effect on enterprises.

In this study, attention is given to the internal characteristics of the NTAE SMEs and the
institutional services and finance. The theoretical context draws on the RBV, network and

SCM theories as discussed and explained in Section 1.5 onpages 9to 11.

6.3 Conceptual Framework and Hypotheses

Discussions on exporting SMEs in Ghana's NTE sector have mainly focused either on
finance, access to credit or the role of institutions. Some of these studies include Kayanula
& Quartey (2000), Abor (2004), Aryeetey & Ahene (2005), Abor et al. (2014), Yamoah et
al. (2014), Oduro & Matlay (2015). Few studies, such as that of Appiah et al. (2015), have
looked at both institutional (external environment) and firm-level factors (internal
environment) of exporting NTAE SMEs. This study seeks to extend the existing literature
by providing insights into the internal and external environment of NTAE SMEs focusing
on SME characteristics (including CEO/manager), export mode, institutional (services
and finance) support related to export performance. Figure 6.1 illustrates the conceptual
model for the study.

. SME Characteristics
CE/Director

-International experience
Sousa & Tan (2015, pp86) define international experience as “the degree to which the
firm's management has acquired overseas experience, professional foreign direct
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investment (FDI) experience, and training in international business”. Earlier studies on
international experience (Lages, Jap, & Griffith, 2008; Sousa & Bradley, 2008) support
this definition. International experience equips managers with insights and an extensive
knowledge base to better manage international operations (Herrmann & Datta, 2006) and
directly improves export performance. International experience is also positively related
to learning/potential for learning (Love et al., 2015). It is argued that not all experiences
have similar value, so the international experience of a manager may be beneficial where
the firm is inexperienced (Coeurderoy & Murray, 2008). In our study international
experience is derived from the manager's exposure to an international context, either being
born, raised or schooled abroad. It is this basis of international experience that aids the
SME's export and international activities (Hultman, Katsikeas, & Robson, 2011;
Tsinopoulos, Lages, & Sousa, 2014). International experience of managers' is largely
beneficial to the firm as it provides export experience and international networks (Galati

etal.,2014). Based on this discussion the following hypothesis is proposed:

H1 An NTAE SMEs international experience is positively related to export performance.

Figure 6.1 Conceptual Model

SME Characteristics
e CEO/Director
-International experience
-Export knowledge
-Intended expansion
(entrepreneurial orientation)
-Building social

Export Performance

networks
Export Channels and
o Corporate Governance }Mnstltut;ons (services and
inance

e Operations and Maintenance * Export mode

(equipment) . .
e Extension services
e Innovation
-Product development
-Business outlook

e Professional and technical
support
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-Export knowledge

Eriksson et al. (2015, pp9) discuss export knowledge in the form of a firm's
internationalisation process. Export knowledge is experiential knowledge which includes
foreign business knowledge (“knowledge of clients, the market and competitors™) and
foreign institutional knowledge (“knowledge of institutional frameworks, rules, norms
and values”). Knowledge involves knowledge sharing of explicit knowledge, including
all institutionalised knowledge, and tacit knowledge, based on face-to-face interactions
(Wang & Wang, 2012). Wang & Wang (2012) suggest that effective knowledge sharing
produces intermediate innovative outcomes, positively linked to firm performance. In
addition managerial and commercial experiences are relevant attributes of export
knowledge needed for export propensity, export intensity, and, export performance
(Ganotakis & Love, 2012). This was further explained to evolve from human capital
gained through experience, business and technical education. Export knowledge is vital to
SMEs to identify and realize opportunities in foreign markets and develop competitive
capabilities for export performance (Nguyen et al., 2013). Following from these

discussions in the literature, it is hypothesized that:
H?2 Export knowledge of NTAE SME's is positively related to export performance.

-Intended expansion (entrepreneurial attitude)

The intended export expansion of firms/SMEs is working through entrepreneurial
strategy, internationalisation, or marketing capabilities. The aim of expansion of firms is to
increase resources in an optimum way to positively impact export performance. The
process requires incremental changes to the firms/SMEs operations, including strategy,
structure and resources (Paul et al., 2017). Intended expansion is associated with
enhancing the firms/SMEs capacity by developing its resource base. This provides the
leverage to enter foreign markets (Sui & Baum, 2014). The intended expansion of a firm
underscores its option to expand its international scope (Rugman & Oh, 2012). Intended
expansion must be strategic to avoid adverse effects of expansion constraining resources.
At the macro level, Cardoza et al. (2016) discuss international expansion of SMEs in the
context of institutions (interventions and support) which seemingly has adverse effect on
their internationalisation contrary to the positive effect at micro level. On the basis of these

insights the following hypothesis is drawn:

H3 The intended expansion of NTAE SME' s is positively related to export performance.
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-Building social networks

From a social networking perspective, firms that cultivate and nurture strong ties with
(inter)national partners gain access to network resources (Boso et al., 2013). Boso et al.
(2013) further suggest that channel networking is a relational activity that builds on a
firm's internal capabilities, which include, building social ties with supply chain partners.
Strong networks enable innovation, acquisition of export market opportunities, and, have
positive effects on export performance. Networks minimise the effect of informational
barriers and cost of economic transactions (Ricci & Trionfetti, 2011). Firms are more
likely to export or export better when they “benefit from foreign networks (ownership and
financial linkages), domestic networks (chamber of commerce, links to regulation),
communication networks (E-mail, internet)” (Ricci & Trionfetti, 2011, pp2). This is
because network relationships are an important source of technological and market
information (Fletcher & Harris, 2011). Network relationships are built on trust and moral
obligations, and facilitate learning (Fletcher & Harris, 2011). In general, networks are
favourably discussed in the literature, supporting export performance, which leads to the
following hypothesis:

H4 Social networks of NTAE SMEs are positively related to export performance.

Corporate governance

Ansong & Agyeman (2016) suggest that good corporate governance brings about quality
and a good reputation leading to higher financial performance. Although there's no
universally acceptable definition of corporate governance, it may be described as “a set of
relationships between a company's board, management, its shareholders and the society
within an institutional framework™ (Mahmood, 2008, pp8). Mahmood (2008) further
argues that good corporate governance ensures efficient allocation of resources,
accountable stewardship, and promotes an institutional framework that leads to better
performance. Claessens & Yurtoglu (2013) discuss definitions of corporate governance
and state that the term varies widely but falls in two categories: behavioural patterns of the
firm related to measures of performance and a normative framework that links to rules and
regulations. Other definitions such as Shleifer & Vishny (1997, pp737) state that
“corporate governance deals with the ways in which suppliers of finance to corporations
assure themselves of getting a return on their investment”, although this may be
considered a narrow definition. Apadore & Zainol (2014, pp160) indicate that corporate
governance comprises two mechanisms. Internal corporate governance which focuses on

the “priority of shareholders' interest, engaging with the board of directors to oversee top
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management” and “external corporate governance engaging on force and external
regulations in order to control and oversee managers' behaviour”. Studies (Kyereboah-
Coleman & Biekpe, 2006; Abor & Bicekpe, 2007) on corporate governance and firm
performance in the NTE sector in Ghana, found a positive relationship between board
composition and ownership structure on performance of SMEs. The literature on
corporate governance supports the idea that there will be a positive relationship with
performance based on which the following hypothesize is developed:

H5 NTAE SMEs corporate governance is positively related to export performance.

Operations and maintenance

The literature has focused mostly on modern maintenance practices such as, total
productive maintenance (TPM) as a way to reach organisational efficiency. The concept of
total productive maintenance originated by Nakajima (1988) emphasizes improvement to
effectiveness of equipment, and, maximising output. This is established by the smooth
flow of equipment operations through routine maintenance tasks, training, planned
maintenance and early maintenance management (Baglee & Knowles, 2010). The
literature generally suggests the success of maintenance culture in large organisations as
opposed to SMEs (Percy & Kobbacy, 1997; Wiklund & Wiklund, 1999). The debate has
been whether this is due largely to the absence of case studies on implementation of
maintenance practices in SMEs or failure of majority of SMEs to run a maintenance
strategy (Cooke, 2003). “Maintenance practices within SMEs are not dynamic or
evolving, but are static and conditioned by the existence of barriers” because SMEs
practiced more, a reactive maintenance strategy for survival (Baglee & Knowles, 2010,
pp300). Jain et al. (2015) suggest that SMEs could look to overall equipment effectiveness
(OEE) and adopt mobile maintenance to improve equipment operation. These negative
perceptions in the literature of an SMEs operation and maintenance lead to the following
hypothesis:

H6 Equipment operation and maintenance in NTAE SMEs is negatively related to export

performance.

Innovation

-Product development

Noke & Hughes (2010) suggest that products may be developed along the value chain
processes from raw material to final consumption where value added at each/any stage can

give the firm competitive advantage. This is through better products or production
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practices, either of which yields higher prices or larger volumes. This line of reasoning is
further extended by Terziovski (2010) who found that for manufacturing SMEs,
entrepreneurial innovation making use of informal structures is most relevant to product
development. Ebrahim et al. (2010) reviewed the literature on product development and
observed that globalised competition placed increasing pressure on SMEs. This is to
continuously innovate and, upgrade product quality in order to remain competitive.
Nicholas et al. (2011) found that strategy was the most relevant dimension of new product
development practices, because it ensured innovation and ultimately firm performance.
Product development is the pillar of sustained competition as discussed in a number of
studies, and, was found by Ardyan (2016) to have a positive and significant effect on SME
performance. For this reason it is hypothesized that:

H7 NTAE SMEs product development is positively related to export performance.

-Business outlook (technology leadership)

Literature searches on business outlook mostly discuss it in terms of technology
leadership having a positive effect on the performance of SMEs through fostering an
innovation orientation (Rosenbusch et al., 2011, pp441). Rosenbusch et al. (2011)
considered internal innovation processes, relying on the firm's own innovation resources,
to be better suited for small businesses in a number of contexts. To this end, “SMEs
adopting innovation strategy would provide the management direction and guidance
necessary to ensure the correct focus on customer value” (Yan & Chew, 2011, pp2397-98).
In addition, business outlook ensures that the SMEs are more sustainable and competitive,
and is considered positive when it reflects an improvement in executing a task or a
marketing undertaking (Aziz & Yassin, 2010). Business outlook adds to the structural
capital ofa firm, which positively impacts firm performance (Kamukama et al.,2011). The
discussions in the literature show positive effect of business outlook in terms of
technology leadership, which leads to the following hypothesis:

H8 Business outlook of NTAE SMEs is positively related to export performance.

* Export Channels and Institutions (services and finance)

Export Mode

The export mode of a firm depends largely on transactions cost in terms of how best to
organise to make export operation more efficient (He et al., 2012). Export mode is either
direct or indirect (through an intermediary/agent). Brouthers & Hennart (2007) in

reviewing the literature on market entry modes, suggest that asset specificity, information
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asymmetry, and market uncertainty, based on transaction cost analysis, are the driving
factors for the choice of export mode. The firm determines this by assessing whether the
net benefits of the export market exceed the fixed costs (Roberts et al., 2012). Export mode
choice has also been explained by Ferndndez-Olmos & Diez-Vial (2015) from the
resource based view (RBV) approach. They argue that firms “establish their export
channel (mode) to best exploit and develop their firm-specific resources” and protect from
appropriation. Firms choose from direct or indirect export mode making use of intangible
or tangible internal resources (Fernandez-Olmos & Diez-Vial, 2015, pp1014). This
approach of selecting the appropriate mode based on the internal resource mix leads to
better export performance. The following hypothesis is drawn:

HY9 NTAE SMEs export mode is positively related to export performance.

Extension services

Extension services are thought to be agriculture related and mostly undertaken by public
sector institutions to strengthen the capacity of SMEs or small to medium scale farmers.
Nkwe (2012, pp32) discusses extended extension services by the Ministry of Commerce
and Industry “for small and medium business to urban areas, where the assistance will
place special emphasis on export marketing, quality control and meeting delivery
schedules”. Extension services are delivering information inputs to farmers and include
transfers of new knowledge, technology, skills development and advice from researchers
to farmers (Aker, 2010; Anderson & Feder, 2007). Extension services are described as
systems that facilitate access by farmers, their partners, and market actors to knowledge,
information, and technology through interactions with research and other relevant
institutions (Faure et at., 2012). In this way, information asymmetry is generally reduced
improving firm performance. Aker (2010) argues that measurement of the impact of
agricultural extension services is difficult. The study of Buadi et al. (2013) on extension
services in Ghana showed that these services declined in the last two decades of the 20"
century. At the turn of the 21" century there was a peak in extension services due to an
increase in government investments in the agricultural sector. Most support went to the
traditional export products, such as cocoa, dominated by male farmers. Other food crops
(especially non-export crops) dominated mostly by females, received less support. The
focus did not include non-traditional agricultural exports. According to Buadi et al. (2013)
extension services in Ghana have been provided mostly by government and also non-
governmental organizations (NGOs). The activities of the NGOs were an intervention to
solve the market failure, due to inadequate availability and supply of governmental

extension services. In Ghana, the government provides free and subsidized extension
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services to farmers although this is considered to be inadequate and untimely adversely
affecting yield/harvest. Based on these discussions in the literature the following

hypothesis is drawn:
H 10 Extension services to NTAE SMEs is negatively related to export performance.

Professional and technical support

Professional and technical support is either intangible (talks and demonstrations, etc.) or
tangible (assistance and technical services). They may be unpaid (public, common pool)
or paid (private, toll) (Anderson & Feder, 2007; Klerkx et al., 2006). Faure et al. (2012)
define advisory services as “the actors involved in the advisory activity and the
relationships they maintain with each other and with other external actors; and the
methods that are used by advisory service actors to create knowledge and know-how in
individual and/or collective learning processes”. In our study, we look at tangible support
including start-up, planting, harvesting and sales. The discussions in the literature lead to
the following hypothesis:

HI11 Professional and technical support to NTAE SMEs is positively related to export

performance.

Access to finance

About 90% of SMEs in Ghana find access to finance a constraint due to limited access to
capital markets, and, to poor support from government and traditional banks (Abor &
Biekpe, 2006). The lack of data however makes it difficult to access the financing gap,
although microfinance institutions are perceived to be more supportive to SMEs than the
traditional banks (Quaye et al., 2014). Generally, the nature of credit supply is such that
“there will always be some borrowers whose demand for credit is not satisfied in full or
include terms they consider inappropriate” (Quaye et al., 2014, pp341). Supply of finance
is through equity or debt (capital structure) and this remains a relevant factor for SMEs
who venture into the export market. The dynamics of the institutional environment
appears to have generated repressive financial policies, adversely affecting the interest of
traditional banks in supporting exporting SMEs. Also other factors, including the cost of
monitoring as a result of information asymmetry, which drives up interest, negatively
influence the loan conditions for SMEs (Abor et al., 2014). Mensah (2004) list a number of
credit schemes for SMEs in Ghana but these funds are channelled through the traditional
banks whose inherent policies and the weak institutional framework means that the same

terms and conditions are applied as for regular loans. A difference may occur when the
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bank and the SME have a long term relationship (Abor et al., 2014). The analysis in the
literature leads to the following hypothesis:

Hi12 NTAE SMEs access to financial resources is negatively related to export

performance.

*  Export Performance

Export performance can be viewed as “the outcome of the firm's export activities” (Abban
et al., 2018, pp4). The literature provides for both subjective (relative performance,
perceptions on performance) and objective (sales, profits) measures. Some studies have
“found that subjective approaches were closely correlated with objective measures” (Aziz
& Yassin 2010, pp157) and subjective measures can be used in research were objective
data are unavailable (Greenlay, 1995; Dess & Robinson, 1984). In operationalizing export
performance we follow Boso et al. (2016) and Adu-Gyamfi & Korneliussen (2013) where
perception indicator(s) are used as a measure export performance. In a recent study in
Ghana, export performance was measured by “new product success” and “overall export
performance” determined by perceptions on the extent to which specified indicators were
met using 'Likert' scales (Boso et al., 2016). Adu-Gyamfi & Korneliussen (2013) in their
study on antecedents of export performance in Ghana, measure export performance using
satisfaction with export performance. Export performance is described as the ability of the
exporting SME to offer goods and service of international standard, worth the global
market price and obtaining appropriate returns on the resources used in producing them
(Boansi, 2014).

e Control Variables

Firm size, the number of years of company operation, and number of years in export
business were used as control variables in this study. This is consistent with other studies in
Ghana on export performance, such as that of Boso et al., 2016. Similarly, firm size and
age amongst other control variables were used by Adomako & Danso (2014, pp6) because
“control variables account for factors other than the theoretical constructs of interest that
could explain variance in the dependent variable”.

6.4 Research Methods
The Research Design for this study is extensively discussed in Chapter 4.4 and presents
the study context, sample and data collection. The study questionnaire can be found in

Appendix 6 (pp138). Responses to the open-ended questions™ are used to support

*' The questions are Q71c and Q71d of the survey instrument. See descriptives in Appendix 8 pp161
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discussions on findings and forms the basis for some of the recommendations in this
chapter and in the concluding chapter 7 on page 111. The T test results for the variables
namely: location, audited financial statement, capital structure and company type (which
were originally considered as control variables) showed general lack of significance for
this study model. In addition the reliability test (Cronbach Alpha) for these variables were
low (< 0.7) and they were therefore excluded”. Appendix 2 (pp130-133) provides results
for T tests for this study.

Measurements

Table 6.1a and 6.1b show the explanatory items for each variable, factor loadings,
collinearity variance inflation factor (VIF), Cronbach alpha, mean, standard deviation,

and, measurement scale.

* The same decision applied in our (study) context for other estimation parameters. Variables with
composite reliability < 0.7 were excluded.
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Table 6.1a Independent variables: items, factor loadings, VIF, Cronbach alpha, mean and

standard deviations and measurement scales

Variable Items ‘ Factor Collinea- | Cronbach| Mean | Measurement
Loadings| rity VIF | Alpha (SD) | Scale
SME Characteristics
International - Born and raised abroad 0.921 2.846 6.10 | ‘Likert’ scale 1-7
experience - Schooled abroad 0.909 3.187 0.867 (1.49) | 1-to a very low extent
- Previously worked abroad 0.833 1.805 7- to a very high
extent
Export Management’s export knowledge is ‘Likert’ scale 1-7
knowledge constrained in areas such as: (Reverse coded)
- Knowledge of markets 0.823 2.383 1- to a very low extent
- Knowledge of regulations 0.899 3.826 0.857 4.01 7-to a very high
- Quotas/overseas barriers 0.799 2.309 (1.45) | extent
- Frequent changes in regulations of 0.804 2.028
importing country
- Need for more more learning 0.651 1.528
Intended - Expand its existing facilities 0.903 2.658 ‘Likert’ scale 1-7
expansion - Expand to another location 0.757 1.849 0.846 5.66 1- to a very low extent
(entrepreneurial | - Expand with more elaborate equipment | 0.951 3.110 (1.36) | 7-to a very high extent|
attitude) - Expand to new markets 0.487 1.453
Building social | The most efficient way to build/ maintain ‘Likert’ scale 1-7
networks local and export chain contacts for foreign 1- to a very low extent
trade is through: 7- to a very high
- Tribal affiliations 0.570 4.761 extent
- Religious affiliations 0.617 5.407 0.746 3.64
- College or school alumni 0.924 1.686 (1.58)
- Government inititiatives 0.604 1.089
Corporate - Processes allow for clear separation of | 0.851 2.539 ‘Likert’ scale 1-7
governance functions and checks and balances 0.844 5.20 1- to a very low extent
- Clear reporting lines of communication | 0.908 2.923 (1.44) | 7- to a very high
- Regulatory and monitoring requirements extent
are regularly met 0.854 1.639
Operations and |- Staff given on-the-job training in 0.818 1.294 ‘Likert’ scale 1-7
maintenance equipment use 0.646 5.30 1- to a very low extent
- Regular maintenance policy and schedule 0.895 1.294 (1.23) | 7- to a very high
in place extent
Product Introduction of new products /services is ‘Likert’ scale 1-7
development best explained by: 1- to a very low extent
- Strong marketing 0.481 1.204 0.763 5.40 | 7-toavery high
- Emphasis on R&D 0.822 1.608 (1.42) | extent
- Technological leadership 0.821 1.658
- Innovation 0.859 1.812
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Variable Items Factor Collinea-| Cronbach| Mean | Measurement
Loadings | rity VIF | Alpha (SD) | Scale
Business outlook | - New products/services, operating ‘Likert’ scale 1-7
(technological technoligies or administrative techniques| 0.914 2.625 1- to a very low
leadership) are the first to be introduced by the 0.881 4.71 extent
company (2.08) | 7-to a very high
- New products/services, operating extent
technoligies or administrative 0.970 2.625
techniques are the first to be
introduced in the industry
Export Channels and Institutions (services and finance)
Export mode Export mode used: ‘Likert’ scale 1-7
- Final customer (buyer) 0.870 1.332 0.666 5.17 1- to a very low
- No known customer (agent/logistics 0.862 1.332 (2.10) | extent
company) 7-to a very high
extent
Extension service | Do the extension services provide ‘Likert scale 1-7
assistance during: 1- to a very low
- Start up 0.905 2.816 extent
- Planting 0.939 3.156 0.787 4.84 7-to a very high
- Harvesting 0.800 1.807 (1.40) | extent
- Sales 0.394 1.139
Professional and | Do the technical and professional services ‘Likert’ scale 1-7
technical support | provide assistance during: 1- to a very low
- Planting 0.939 2.605 0.880 4.84 extent
- Harvesting 0.950 2.605 (1.49) | 7- to a very high
extent
Access to How would you measure/ evaluate: ‘Likert’ scale 1-7
Finance - Process of accessing financing 0.799 4202 1- very bad
- Adequacy of amounts received 0.983 3.593 0.949 3.06 7- very good
- Timing of financial resources 0.815 5.760 (1.65)
- Conditions attached to finances 0.860 4.647

Table 6.1b Dependent and control variables: items, mean and standard deviations and

measurement scales
Variable Items Mean Measurement
(SD) Scale
Dependent Variable | Rate quality of the export product ‘Likert’ scale 1-7
Export performance?| compared to that of competitors 1- very low
5.30 | 7-very high
Rate competitiveness of the export product in the NTAE | (1.17) | ‘Likert’ scale 1-7
sector 1- very uncompetitive
7- very competitive
Rate performance of the exporting company compared ‘Likert’ scale 1-7
to competing exporting companies in the local 1- very poor performance
market 7- very good performance
Rate performance of the exporting company compared ‘Likert’ scale 1-7
to competing exporting companies in the international 1- very poor performance
market 7- very good performance
Control Variables Firm age 12.69 - Number of years of company
(9.73) operation
Firm experience 10.69 - Number of years in export business
(8.62)
Firm size 98.34 - Number of employees
(304.18)

*Formative construct. See Appendix 7 on page 157

98



Partial least squares structural equation modelling (PLS SEM) was used to analyse the
data and considered appropriate from the literature for sample sizes between 100 and 200,
because of better predictive values for latent variables (Wong, 2013). PLS SEM has been
applied to even smaller sample sizes (Kock & Hadaya, 2018; Hair et al.,2011) and proven
to have an effective prediction of the population. As suggested by Goodhue et al. (2012),
the PLS SEM also has an advantage with non-normal data which is often found in data
used in behavioural research studies. All variables were measured on 7 point 'Likert'
scales. The factor loadings were originally set at 0.6 for all the measures, although this was
relaxed for variables that had a good Cronbach alpha. Most research assumes that an alpha
level of 0.7 is good while above 0.6 is still considered adequate (Schmitt, 1996). The
analysis for internal consistency/composite reliability show minimum value of 0.78 and
convergent validity measured by the average variance extracted (AVE) ranged between
0.58 and 0.892 for all variables with the exception 0f 0.481 for “building social networks”.
The results are therefore consistent with the literature (Wong, 2013). Composite reliability
above 0.6 is considered supportive of convergent validity (Adomako & Danso, 2014).

The variable export performance was formative and the means/average of the different
items were used to compute it (see Appendix 7 on page 157). For the independent variables
the constructs were reflective which was also shown by the factor loadings and the
measures for reliability and validity. The use of both formative and reflective measures is
consistent with a majority of PLS SEM analyses found in literature (Ringle et al., 2012).
Most exploratory research studies make use of both reflective and formative indicators,

and it is considered appropriate for use in PLS SEM.

The means show how positively or negatively the respondents perceive the different
constructs. The SD indicates the degree of closeness to the mean. A smaller SD suggests a
smaller error or better prediction of the estimate (Winer, 1971). The constructs
international experience, intended expansion (entrepreneurial attitude), operations and
maintenance, corporate governance and form of channel show good results with means
above 5.1, although form of channel has the highest SD of the constructs. In contrast,
access to finance is regarded very negatively by the respondents with a mean of 3.06.The
dependent variable export performance has a high mean of 5.3 and a low SD. The control
variables firm age and firm experience show that the companies are on average 11 to 12
years in business. The firms are mostly medium sized companies with an average number
of about 100 employees. The large SDs of the control variables reflect the wide variability

ofthe firms in terms age, experience, and, number of employees.
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Table 6.2 presents the AVE and correlations. The Fornell-Larcker (FL) criterion was used
to determine discriminant validity. The FL criterion is based on the AVE, (a measure of
convergent validity) and “compares the AVE of each construct with the squared inter-
construct correlations” (Hair et al., 2012, pp328). An acceptable AVE is considered to be
0.5 for convergent validity (Wong, 2013). To meet FL criterion, the square root of the AVE
should be greater than the correlation values amongst latent variables. The findings
indicate that the measures satisfy the criterion for discriminant validity. Although
“building social networks” had an AVE 0f 0.481 this variable was included because results
for reliability and other validity tests were strong. The values on the diagonal are all larger
than the AVE values in the respective columns, showing that the constructs' correlations
with other constructs is smaller than the correlation between the construct's underlying
items. This proves the construct really is discriminative. The discriminant validity is good
for all constructs. Some correlation was found between the variables: Business outlook
and intended expansion (» = 0.438), business outlook and product development (r =
0.435), building social networks and international experience (r = 0.458), corporate
governance and operations and maintenance (» = (.489), corporate governance and export
performance (» = 0.475), evaluation of financing sources and export knowledge (» =
0.411), export mode and international experience (r = 0.462), and extension service and
professional and technical support (» = 0.489). These correlations were not considered

strong enough to pose a challenge to the PLS SEM analysis.
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6.5 Results/Data Analysis

Descriptives

SMEs in this study are defined in terms of number of employees. Following the study by
Abor et al. (2014, pp100) SMEs are “micro firms if employing less than 6 persons; small
firms if employing between 6 and 29 persons; and medium firms if employing between 30
and 99 persons”. This definition is similar to other definitions in the literature on Ghanaian

SMEs (Abbanetal., 2013; Kayanula & Quartey, 2000).

Table 6.3 Sample Characteristics (location, size, product type and CEO gender and

education)
Variable Frequency Percent
Location
Savannah 15 10
Forest 11 7
Coastal 126 83
Total 152 100.00
Firm Size
Micro (1-5) 44 29
Small (6-29) 62 41
Medium (30-99) 46 30
Total 152 100
CEO/manager’s gender
Male 120 79
Female 32 21
Total 152 100
CEO/managers education
Basic/Secondary 47 31
Tertiary 87 57
Postgraduate/Professional 18 12
Total 152 100
Product Type
Processed 62 41
Semi-processed 17 11
Non-processed 73 48
Total 152 100

Field survey 2015-2016
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The data in Table 6.3 shows that 41% of firms were small sized firms followed by 31%
medium sized firms and 29% micro firms. Predominantly, firms (83%) were located in the
coastal zone. Of the remaining firms 7% were located in the forest zone and 10% in the
savannah zone. This concentration of SMEs in the coastal zone is consistent with the
findings of the pilot study (Abban et al., 2012). Sixty nine percent of SME CEO/managers
had tertiary or postgraduate/professional education. By inference, institutional support by
way of capacity building and incentivized training packages are required to support SMEs
in export, because of the high proportion (31%) of SMEs CEO/managers with basic or
secondary education. The statistics also indicates that in the NTAE sector SMEs'
CEO/managers are predominately males (79%), whereas 48% of export products are non-
processed with little or no value added, 11% are semi-processed, and, 41% processed
products. Non-processed agro products include: pineapple, chilli pepper, ‘baby’ corn,
sheanuts, lumber/timber, cashew nuts, green pepper, soyabean, green mango, green
banana, green pawpaw, fish, garden eggs, cocoyam, okro, and soybean. Semi-processed
products include: dried fruits (mango, banana), orange concentrate, pineapple (juice,
chopped), dried voacanga and/or griffonia seeds, shea butter, voacanga/griffonia tea bags,
dried orange/lemon peel, flowers. Processed products include: clothing (garments and
textiles), artefacts (carvings), baskets and other handicrafts (drums, masks), stools, shea -
body oils/cream/lotions, lip balm, soap, canned foods — tuna, fruit, vegetables, pepper
sauce, palm soup, melon soup, gari (grated, roasted cassava), palm oil, traditional
footwear, cocoa products, processed wood, 'kente' cloth, 'fufu' flour (cassava, yam,
plantain and maize) and 'banku' mix (dried fermented maize and cassava flour) (Abban et
al.,2018, pp14).

PLS-SEM

Table 6.4a and 6.4b show the results for the outer models on SME characteristics and form
of channel and institutions, respectively. The outer model measures the relationship
between the latent variable and its indicators. The p values are an indication of the
significance of, and, the confidence in the validity of the results. In general, the loadings
and p values show that the variables are relevant and well explained. In tables 6.4a and
6.4b only two variable items showed insignificant results, intended expansion- “expand to
new markets” and extension service - “harvesting”. These variable items were included
because they are reflective indicators and provide some explanation for the variable. The
result also does not impact the Cronbach alpha measure for the variable. The outer model
results for export performance, firm size, firm age, and, firm experience showed
significant results at the 99% level (p<0.01).
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Table 6.4a Outer Model: SME characteristics (including p values)

Variable | Item | P Value | Variable | Item | P Value
SME Characteristics ##% p<0.01, ** p<0.05, * p<0.1
International | - Born and raised abroad *#%0.000 | Product Introduction of new
experience - Schooled abroad *##%0.000 | development products /services is best
- Previously worked abroad *#%0.000 explained by:
- Strong marketing *#%0.007
- Emphasis on R&D ##%0.000
- Technological *#%0.000
leadership
- Innovation *#%0.000
Intended - Expand its existing facilities *##%0.000 | Export knowledge | Management export
expansion - Expand to another location *#%0.001 knowledge is constrained
- Expand with more elaborate *#%0.000 in areas such as:
equipment - Knowledge of market ##%0.000
- Expand to new markets 0.120 - Knowledge of s55() 000
regulations
- Quotas/overseas barriers #3550 000
- Frequent changes in
regulations of importing ##%0.000
country
- Need for more #43%(). 000
more learning
Corporate - Processes allow for clear ##%0.,000 | Building social The most efficient way to
governance Separation of functions and networks build/ maintain local and
checks and balances export chain contacts for
- Clear reporting lines of #%%() 000 foreign trade is through:
communication - Tribal affiliations *##%0.000
- Regulatory and monitoring 550 000 - Religious affiliations **0.036
requirements are regularly met : - College or school
alumni *0.067
- Government
Inititiatives *0.091
Operations |- Staff given on-the-job training ##%0.000
and in equipment use
maintenance |- Regular maintenance policy *#%0.000
and schedule in place
Business - New products/services, ##%(),000
outlook operating technoligies or
administrative techniques are
the first to be introduced in the
company
- New products/services,
operating technoligies or ##%0.000
administrative techniques
are the first to be intro-
duced in the industry
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Table 6.4b Outer model: Export mode and institutions (services and finance) (including p

values)
Variable | Item [ P Value | Variable [ Item [ P Value
Export Channels and Institutions (services and finance) *** p<0.01, ** p<0.03 * p<0.1
Export Export mode used: Extension Do the extension
mode - Final customer (buyer) *%%() 000 service services provide
- No known customer 550,000 assistance during:
(agent/logistics company) ' - Start up **%0.003
- Planting **%0.001
- Harvesting 0.295
- Sales **%0.003
Access to | How would you Professional and | Do the technical and
Finance | measure/evaluate: technical professional services
- Process of accessing **%0.000 support provide assistance
financing during:
- Adeguacy of amounts **%0.000 - Planting %0 000
re.cellved . - Harvesting *5%() 000
- Timing of financial **%0.000 ’
resources
- Conditions attached to *%%0.000
Finances

The inner model shows the recursive (path) relationship between the exogenous
constructs. “The term exogenous is used to describe latent constructs that do not have any
structural path relationships pointing at them” (Hair et al., 2011, pp141). The results for
the inner model are shown in Table 6.5 indicating path coefficients and p values.

The model was tested for endogeneity. The results showed no endogeneity among the
variables:

Ho : variables are exogenous.

Durbin (score) chi2(1) = 1.45042 (p=0.2285)

Wu-Hausman F(1,128) =1.31158 (p=0.2542)

The Durbin-Wu-Hausman test (DWH test) and Ramsey RESET test are discussed in
Section 4.6 on page 50. The DWH test the null hypothesis that there are endogenous
regressors in a model. It is accepted if the p-value is small (less than 0.05), and rejected
otherwise, meaning the variables are exogenous, as is the case in our study. Also the results
of the RESET test support the DWH test results showing no signs of an endogeneity
problem (see Appendix 4, page 136).
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Table 6.5 PLS SEM estimates for the internal and external environmental factors related
to export performance of NTAE SMEs in Ghana

MODEL
Export

Performance
Variables Path Coef. P Value
International experience HI () -0.046 0.638
Export knowledge H2(+) 0.167 #%0.032
Intended expansion H3(+) -0.003 0.974
Building social networks H4(+) -0.084 ®%() 020
Corporate governance H5(+) 0.265 sskk() (000
Operations and maintenance Hé(-) 0.045 0.597
Product development H7(+) 0.181 *%().020
Business outlook HB(+) 0.108 0.247
Export mode H9(+) -0.192 0,045
Extension service H10(-) -0.154 0.132
Professional and technical support HI1(+) 0.134 sk() 047
Access to finance H12(-) -0.038 0.694
Firm size 0.124 *0.099
Firm experience -0.005 0.972
Firm age 0.165 0.263
Observations 152
R-squared 0.427
Adj. R-squared 0.364

**% p<0.01, ** p<0.05, * p<0.1
Field Survey 2015-2016

Table 6.5 shows the PLS SEM results for the coefficients (B), R?, and the adjusted R’and
list the hypothesized relationships to export performance. The model made use of all 152
observations and had an R’0f0.427, and an adjusted R* of 0.364, which is high. Goodhue et
al. (2012) suggest that for a sample size of 150 with a simple model the R’should be above
0.27, and the adjusted R above 0.25. The model shows that, next to the control variable
firm size, export knowledge (H2 +), corporate governance (H5 +), product development
(H7 +) and professional and technical support (HI1 +) are positively related to export

performance, so these hypotheses are accepted. In contrast to this, the constructs, building
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social networks (H4 +) and export mode (H9 +) though significant, are negatively related
to export performance, so these hypotheses are rejected. The other constructs in our model
were not significantly related to export performance, so the related hypotheses are not

supported.

6.6 Conclusions and Recommendations

This study explores NTAE SMEs and highlights some of the determinant factors in their
(internal and external) environment which may impact their export performance. The
study was based on 152 cases of NTAE SMEs in Ghana. The focus was on the SME
characteristics, form of channels (export mode), and institutions (services and finance)
related to export performance to answer the research question: Which SME
characteristics, export mode and institutions (services and finance) will be positively

relatedto export performance in the NTAE sector in Ghana?

The study shows that of the SME characteristics, corporate governance, product
development, and export knowledge are positively related to export performance.
Although building social networks was significant, it showed a negative relationship with
export performance. A possible explanation may be that tribal and religious affiliations,
contacts via college and school alumni, and, government initiatives are not the best way to
find leads for export orders, and that, the time spent on building and maintaining these
networks is detrimental to export performance. With respect to export channels (export
mode) and institutions characteristics, professional and technical support showed a
positive relationship with export performance. Export mode was another significant
variable of interest that showed a negative relationship with export performance. The
results for the means and SDs suggest that the CEO/managers perceive having a relatively
high level of export knowledge, and, a very entrepreneurial attitude and apply good
corporate governance in their companies. A look at the aspects that government can
influence shows clearly that professional and technical support is important, but that it is
not given enough attention in terms of policy interventions. Also access to finance
(although not significantly related to export performance) could be improved, because it

was very negatively evaluated.

External environment

The support to NTAE SMEs by actors such as government extension services and the
financial sector showed no positive relationship with export performance. What this
suggests is that the implementation of policy(s) and the policy framework of the public

sector might still be weak. The private sector driven by associations might not be properly
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organised to harness knowledge sharing, and, to foster a positive competitive environment

needed for firms seeking to internationalise.

It is sad to note that the CEO/managers in our study indicated that access to finance was a
problem for most SMEs. Something that was also mentioned in a number of earlier studies
(Abor, 2004; Aryeetey & Ahene, 2005; Abor et al., 2014; Quaye et al., 2014) leading to
NTAE SMEs stopping business, being irregular exporters, and new entrants coming in.
However, Aryeetey & Mckay (2007) state that government's monetary policy towards the
NTAE sector has improved. Fortunately, our results also indicate that access to finance did

not show a significant negative relationship with export performance.

In the literature, the export mode was mentioned as important, and, carefully selected in
order to reduce transactions costs and improve returns (Fernandez-Olmos & Diez-Vial,
2015). However, in our study the export mode showed a negative relationship with export
performance. The reason for this finding might be that in the case of Ghanaian NTAE
SMEs the export mode is restricted. Most SMEs have to conform to the schedules of
export carriers/freight forwarders to export their goods. Large export carriers or freight
forwarders determine the market by the volume of exports they can transport from one hub
to another. The seasonality of some horticultural products makes this an irregular market
for them. Carriage by air freight is much more expensive and may lead to uncompetitive
product prices. Government options to improve the situation include direct investments in

shipping and air freight, tax rebates, concessions and access to finance for NTAE SMEs.

Professional and technical support showed a significant positive relationship with export
performance. This is in line with the studies of Buadi et al. (2013) who suggests that the
entrance of non-governmental organisations to provide support (because of governmental
shortfall) has improved agricultural professional and technical support in Ghana. This
factor is also related to private sector initiatives. Government could consider creating
more incentives to the private sector to provide the essential services to NTAE SMEs.
Consideration could also be given to public private partnerships to improve public sector
services to NTAE SMEs.

Internal environment

The positive result for corporate governance proves that the organisation of the NTAE
SMEs internal environment is very important to export performance. It shows that an
ordered process in organising for exporting is important. It is interesting to notice that

operations and maintenance was not significant. The literature provides ample support for
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a negative relationship for these variables, such as studies by Baglee & Knowles (2010)
and Cook (2003). The positive correlation between corporate governance and operations

and maintenance might be an explanation that we did not find a negative relationship.

The innovation strategies of NTAE SMEs are reflected in the positive relation between
product development and export performance. Successful NTAE SMEs show a drive to
“go fishing” for new information, new trends and innovations of which they believe these
would meet consumer expectations. No significant relationship was found for business
outlook. This result was in line with that of Dierkes et al. (2012) who also found that
business outlook (technology leadership) was not significantly related to export
performance. The reason for this finding might be that Ghanaian SMEs tend to mimic each
other, so the advantage of a new technology introduced by one SME might be short-lived
as other SMEs catch up fast through imitation (Abban et al., 2018, pp20).

In contrast to earlier studies (Galati et al., 2014 and Buatsi, 2000), international experience
is not significantly related to export performance. The result that knowledge of export
markets is positively linked to export performance means that knowledge of export
markets regulations, and, international consumer demands are clearly more important
than the CEO/manager having lived or worked abroad. Successful SMEs clearly have
know-how of the important export regulations and (changes in) international consumer
preferences and apply this knowledge to their advantage. This is a clear improvement, for
instance, in the early 2000s, the lack of knowledge of the change in consumer preferences
for pineapples caused huge losses to pineapple exporters. They were caught off guard by
the change in demand from smooth cayenne to MD2 by buyers mostly in EU markets.
Lessons learnt from experiences such as this, have likely shaped the quest for export
knowledge by NTAE SME exporters.
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CHAPTER?7

General Discussions and Conclusions

7.1 Introduction

In the introductory Chapter 1 and in Chapter 2, the importance of agriculture and
agribusiness to Sub-Saharan Africa (SSA) is indicated in terms of foreign revenue
generation. Exports of predominantly unprocessed agriculture produce/products have
adverse effects on the development of micro, small and medium sized enterprises/farmers.
This is largely because of the lower revenues obtained as compared to export of processed
produce/products. It is especially important because agriculture accounts for about 50% of
Africa's productive economic activities. It is therefore not surprising that African
governments and development partners direct their attention at the entire agriculture chain
(Babuetal., 2015) to include commercial agriculture and agribusiness. As a result, African
Union (AU) member states established policies to promote agriculture and agribusiness,
leading to diversification of the export base to include non-traditional agricultural exports
(NTAESs). Given the assessment by the International Monetary Fund (IMF) of Ghana, as
one of the fastest growing economies in Africa, and in support of the commitment of AU
member states, including Ghana, there is an interest in exploring how SMEs in the NTAE
sector of Ghana are performing. The background, study context, and theories applied are
discussed extensively in these two chapters. This study is mainly based on the Resource
Based View (RBV) of the firm, network (relationships) analysis and Supply Chain
Management (SCM) (export linkages) as discussed in Section 1.5 (pp9). The RBV is used
to better explain the firm's internal capabilities. The network relationships and SCM
concepts are applied in discussing linkages, actors, and interactions in the upstream and
downstream processes of the SME activities. The insights lead to a better understanding of
the resources and or the factors that facilitate the NTAE SME internationalization process
and ultimately export performance. It also illustrates developments in the agriculture and
agribusiness environment with reference to the NTAE sector, and, how these
developments support interventions/activities towards Ghana’s Global Agenda 2030 and

the sustainable development goals (SDGs).

Following the study by Buatsi (2000) the objective of this study is to identify the factors
relating to the internal capabilities of NTAE SMEs, and, their network relationships that
may affect their export performance. In this thesis, this is done in a number of ways. In
Chapter 3 a case study of Ele Agbe, an NTAE SME in Ghana's shea sector, is used to better
understand how Ghanaian SMEs operate and the challenges they are confronted with.
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Chapter 4 focuses on the internal capabilities of the NTAE SMEs based on a sample of 152
SMEs. Chapter 5, a multiple case study, focuses on the networks and linkages that NTAE
SMEs form, as being relevant to how they build and maintain their (inter-) national supply
chains, and, to get a better understanding of their role(s) in these chains. Ultimately, the
combined effect of the SME characteristics and the business environment, is studied in
Chapter 6, to get a better understanding of NTAE SME export performance. The
theoretical underpinning of the different chapters is based on the Resource Based View
(RBV), network theory, and, Supply Chain Management (SCM).

This chapter presents the discussion of the main findings and draws the conclusions of this
study. The key results and findings are used to answer the research questions of the study in
Section 7.2. The theoretical and methodological contributions are presented in Section
7.3. Section 7.4 presents the policy and managerial implications. The limitations and

possibilities for further research are discussed in Section 7.6.

7.2 Answers to the research questions

The organisation of the thesis evolved from the central research question:
Within the theoretical context of the Resource Based View
(RBV), Supply Chain Management (SCM), and network
theories, which characteristics (specifically internal
capabilities, resources and network relationships) of NTAE
SMEs and their business environment are positively related to

their export performance?
To answer the central research question, there are three sub questions to be addressed.

Which of the firms' internal capabilities are positively related to NTAE SME export

performance?

Drawing on a sample of 152 firms in the NTAE sector of Ghana, Chapter 4 studied the
internal capabilities of NTAE SMEs. The factors identified include the role of the
entrepreneurial strategy, the innovation capacity, and, how they organise their value chain
activities. They are considered especially important for export of agricultural products
that are dependent on seasonal and storage conditions. The study covered not only the
human capital of the SME CEO/management teams, but also their entrepreneurship, and,
what could be done in the value chain in order to reach higher levels of export
performance. It is also evident that sub-sector peculiarities exist, and, there are often lack
of sub-sector drivers. However, entrepreneurial strategy and innovation capacity showed
no significance. The interesting outcome is that export knowledge and upstream supply
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capacity alone are positively related to higher performance of NTAE SMEs' export
performance. This is apparently an important asset for NTAE SMEs to help identify niche

markets and gain competitive advantage internationally.

Previous studies on SME characteristics focused on strengthening the capacity at the firm
level (Babu et al., 2015) although the human capital of the SME was often considered the
limiting factor (due to lack of skills, training, low level of export knowledge) to the
progress of the SME sector in Ghana (Konig et al., 2013). This study however has shown
that human capital, measured by export knowledge of the CEO/management team is
significantly related to export performance. As explained by the RBV it is also part of the
core resources that make up the SMEs internal capabilities. Chapter 1 discusses the RBV
and theoretical applications. In particular, the significance for export knowledge shows
that knowing how to get the goods into foreign markets is essential for NTAE SMEs. The
positive relationship of the upstream supply capacity with overall export performance
implies that the best SMEs are capable (have more flexibility) of organizing their portfolio
of upstream input supplies in order to meet buyer demands. The insignificant relationship
ofinternational experience and downstream supply capacity with export performance, is a
point of concern, because it is important for exporting firms to be able to understand and
answer the demands of their international buyers. Problems with storage facilities in the
harbor or at the airport that compromise on quality standards are not good for NTAE SMEs
export performance and could explain the “negatives” in terms of rejection of exported
products for not meeting specifications or standards. A possible explanation for this could
be that the NTAE SMEs do not have much control of storage facilities in Ghana, and the
transportation conditions, negatively affecting export of products. This aspect of the value
chain is also not easily vertically integrated because of the huge capital requirements, the
lack of insurance, and, investment opportunities for improved coordination. In addition,
insurance related to NTAEs is virtually non existent, expensive, and therefore not cost
effective. The downstream chain processes could be better organized to improve exports
of NTAEs.

What are the challenges that confront exporting NTAE SMEs and what could be done to

improve the situation?

NTAE SME:s identified key challenges™ to their operations including: access to finance,

infrastructure (transportations, road and warehousing), export processes (certification,

*See Appendix 8 pp 161 on descriptives for Q71c and Q71d of the main survey instrument on challenges
facing NTAE SMEs and suggestions for improvement.
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handling/quality processes, clearance and payments), export education, research and
development (training, market information, export regulations and requirements), sub-
sector policies (absence of or poor implementation), ship and airline carriers (timing,
schedules, frequency), agriculture insurance to include NTAEs among others.
Specifically, when asked for the three most important challenges (Q 71c) the respondents
mentioned: inadequate monetary interventions etc. (33% of the respondents),
poor/inadequate logistics, roads etc. (25%) and poor/inadequate government policy,
bureaucracy etc. (16%). Their three main suggestions for areas of improvement (Q 71d)
were: improving government macro policies (35%), improving government financial

policies (22%), and, improving the export mode (17%).

The most important challenge that NTAE SMEs identified is finance. The majority of the
NTAE SMEs considered that the possibilities for obtaining finance to support export were
poor. In general, the firm age (years in export) determined whether an NTAE SME could
make successful applications for debt financing related to a more diversified portfolio and
sustained operations. Access to finance has been and continues to be the bane for NTAE
SMEs (Abor et al., 2014). This challenge is as a result of the perceived risk in lending to
exporting SMEs because of uncertainty surrounding “chances of survival and success in
exports” (Abor et al., 2014, pp102). One NTAE SME lamented that, even when finances
are arranged, the banks are not timely in processing, and, money arrives well after the

required time.

SME:s in the NTAE sector do not appear to invest much resources in training. Chapter 6
showed that as many as 66% of the SMEs interviewed did not invest in any form of
training. As a result, their employees are skilled on the job (repeated tasks) but do not have
deep insights in export markets. Technological adaptations, innovation, orientation to
changes in market demand, or, regulations, are therefore rather slowly imbibed, if at all.
Investing in employee training could be a way for NTAE SMEs to improve their
performance. These investments in capacity building and innovation, from the RBV
perspective, are believed to promote core competencies of the firm (Shafeey & Trott,
2014). The absence, lack of, or limited training ultimately affects the SME resource base

and internal capabilities.

Strengthening downstream supply linkages is another area that SMEs could focus on. This
will ensure less interruptions in the agri supply chains as a result of poor handling or
compromises on quality standards. Improved networks and chain coordination

downstream is especially important for NTAEs. That is to say, the downstream supply
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linkages are important to the direction of exports which has mostly targeted the EU.
Unfortunately, the export orders are seldom based on contracts which expose SMEs to
risks (Abban et al., 2013) as exports are easily rejected. SMEs could fare better exporting
added value (semi-processed and processed) products. Sub-regional markets could be
further explored by SMEs, with government interventions (support) to reduce
bottlenecks. The external environment (institutions/actors) operating in the downstream
end of the NTAE SME supply chain are important to their performance and sustainability.
SMEs could also consider improving social networks through participation in groups or
associations with stronger monitoring and enforcement of agreed rules and regulations.
This will lead to improvement in information flow and capacity building. Consideration
could be given to the development of organised franchise markets that link SMEs with
multinational companies or large buyers. From the perspectives on linkages for the small
scale farmer/enterprise in Chapter 2, “stronger foreign networking for downstream
processes to reduce transaction costs of production and marketing” and improved
application of resources are required. This would improve the value chain as a result of
better coordination of activities (Ricketts etal.,2014).

While government places effort in developing the NTAEs in general, equivalent efforts
have not been channeled to sub-sector policies and export infrastructure. In Chapter 2, the
findings on public policy for agriculture and agribusiness in Ghana suggests that these
policies are “...not very effective in general”. For example, until recently, the sheanut
sector, discussed in Chapter 3, was unregulated and the activities of large foreign buyers
distorted sheanut prices and truncated supply of sheanut to local exporters of shea
products. Effective implementation of shea sector policies remains necessary to promote
shea exports (Abban et al., 2014). In discussions in Chapter 5, exporters of medicinal
seeds such as voacanga and griffonia have lamented the absence of a regulatory agency to
enforce quality of these export products. This has to do with the moisture content of these
products. The poor quality of the products supplied by a few exporters is often generalised
to include/cover all exporters. Situations such as these, have significantly affected the sub-
sectors exports. In the Chapters 1 and 6, it was mentioned that for the pineapple sector, the
lack of investments in market research impacted SMEs who were caught unawares by the
sudden shift in consumer demand from “smooth cayenne” to “MD2” pineapple varieties,
which severely affected production. Kleeman et al. (2014, pp80) state that as a result of
that “the market share of Ghanaian pineapple on the European market fell from 10.5% in
2003 to 5.2% in 2006”. Over-politicisation of government interventions make SMEs
averse to seeking government support. It may likely be because a beneficiary in the term of
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one government is affected by exclusion (loss of opportunities) at the turn of another
government. Government would be more helpful to promote and provide resources to
agriculture and trade associations. This will encourage exporting SMEs to join the

associations and build their capacities.

At the moment many NTAE SMEs do not have branded products that give them a
competitive edge. Public-private sector initiatives with research institutions could help
Ghana to strengthen the intellectual property (IP) framework to develop branded products
that are internationally acceptable. Such initiatives could also help to expand the
development of technology and innovation opportunities that are available to, and,
affordable for exporting SMEs, while the NTAE SMEs themselves should place more

emphasis on research to advance their innovation capacity.

What combination of the firm resources and network relationships are positively linked to
NTAE SME performance?

Chapter 5 and 6 focus on network relationships among NTAE SMEs. Most of the SMEs
network through associations. The associations are responsible for coordinating activities
and information flow. In a few instances, such as the Sea Freight Pineapple Exporters of
Ghana (SPEG), export orders are contracted on behalf of members whose only
requirement is to supply. The relationship is built on trust as members are expected to
ensure quality requirements. Members are well known to each other in a dense network
structure within the association (Bhagavatula, 2009). For this reason a member breaching
(aspects of) export contracts is easily identified and sanctioned. Other opportunities, such
as donor sponsored technical assistance exist. Networking through associations can
provide leverage to members by significantly reducing costs associated with downstream
activities. The entreprencurial strategies, innovation capacity, export knowledge and
human capital measured by education are useful to network with associations. Firm size to

alarge extent determines the scope and depth of interaction with the association.

Other networks include government export agencies that provide information and
facilitate participation in fairs and conferences, as platforms, to create exposure and
market opportunities. Some of NTAE SMEs are reserved about involvement with
government export agencies because of perceived political affiliations that used to be
tagged to it in the past. In addition, there are no strict regulations for participation which
enabled one time (or non-) exporters to make use of the events without any vision on
continuity in the export business. In recent times, network structural embeddedness

(network complexity) as explained by frequent interaction with government export
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agencies is thought to yield a positive pay off as export market opportunities are readily
available or made known. NTAE SMEs investing in upstream supply capacity and
physical capital (ownership of premises) are more resourced, and, could leverage the
opportunities that come with network complexity downstream for competitive advantage.
NTAE SMEs that invest in “technical services such as internet, mobile phones and special
postal delivery” (Abban et al., 2013, pp85) could equally compete. Network relational
embeddedness among the actors in the NTAE SME upstream supply chain shows stronger
ties as opposed to weaker ties downstream. This is considered to be advantageous in terms

of opportunities derived from new information (Granovetter, 1983).

The links to government extension services is generally limited to typical agricultural
products. Professional and technical services are however linked to capacity building and
training. Most trainings programmes organized by the association are (in house) for
members, but with government export agencies, training programmes are publicly
advertised. The interaction with these institutions are helpful for human capital
development and could in part explain export knowledge. Following the RBV theory on
firm resources, and based on this study, it is more the export knowledge acquired that
seems to impact the NTAE SMEs export performance. Amongst the identified social

network actors, the business associations prove most useful.

These discussions lead to answering the central research question:
Within the theoretical context of the Resource Based View
(RBV), Supply Chain Management (SCM), and network
theories, which characteristics (specifically internal
capabilities, resources and network relationships) of NTAE
SMEs and their business environment are positively related to

their export performance?

The RBV helps to specify the resources available to the SMEs to include human capital,
physical capital, and, intangible resources. These resources contribute to the resource base
that the NTAE SMEs have (internal capabilities) to leverage on in their networks with
different actors in their supply chains. The network actors vary for the upstream and
downstream ends of the supply chain, and to a large extent by the nature or type of network
relationships. While firm size, years in operation, and, years in export are relevant to
support the network relationships in the supply chain, it is the resource base that
determines their long-term sustainability. Chapter 4 shows that the upstream supply
capacity and export knowledge are especially important to optimize supply chain and
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networks and thereby export performance. From Chapter 6, it is very relevant to improve
the network actors of NTAE SMEs related to export mode and institutions (services and
finance). However, NTAE SMEs social networks (through religious and tribal affiliation
and school alumni) had a significant negative effect on export performance. This suggests
that putting a lot of effort in these types of networks could be a sub-optimal investment of
resources. However, investments in the NTAE SMEs export knowledge, e.g. of export
market regulations, lead to better compliance with regulatory requirements. Good
corporate governance, innovation and use of professional and technical support are found
to positively impact export performance. These insights contribute to a more detailed
discussion in the next section, on theoretical and methodological contributions.

7.3 Theoretical and methodological contributions

Although there are challenges to export growth and difficulties for individual NTAE SME
growth, arguably some NTAE SMEs are exporting more successfully than others. In this
thesis this is analysed, using the theoretical insights of the Resource Based View (RBV),
Network theory and Supply Chain Management (SCM). However these theories which
are very relevant to a firms' internationalization process, have not been previously
combined to study the export of NTAE SMEs in Ghana, and, to determine any novel
developments arising out of such a study. These two theories (Network and SCM) are
relied upon because the RBV mainly looks at the internal firm capabilities and does not
address the external network structure of the SMEs. The theories are used in a combined
framework to show the RBV focus on the firms’ internal capabilities whereas the Network
theory and SCM do not consider the internal capabilities of the firm. This is also similarly
addressed by other authors such as Kwamega et al., 2018; Wanjiru & Makori, 2016; Sarkis
et al., 2011; Miles & Snow, 2007. These studies however variously combined the RBV
and networks with SCM, transaction cost economics, principal agent theory, property
rights theory among others and in different and broader context of exporting SMEs. In this
study, Network and SCM theories are combined with the RBV theory focusing on NTAE
SMEs to build more theoretical insights related to the Ghanaian context.

The contextual factors of NTAE SMEs in developing countries, their internal capabilities,
the logistic/chain and network characteristics, and the impact of (lack of) government
support are often not addressed in the literature. This study discusses how these factors
deriving from RBV on the one hand and network and SCM on the other, contribute to

filling this gap.
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This thesis first introduces the general business environment of the NTAE sector within
the context of Comprehensive Africa Agriculture Development Programme (CAADP)
policy frameworks (for agriculture and agribusiness) of AU countries and a case study on
the shea sector in the Chapters 2 and 3. The case study describes the network arrangements
in the upstream and downstream chain processes. For the upstream processes, forming
trust and bonding ties are key to the network relationships. In the downstream processes
bridging ties are useful to establish links and capitalize on opportunities with other
networks. The findings support the literature on network trust, bridging and bonding ties
(Granovetter, 1973; Kawachi et al., 1997; Lyon, 2000; Long, 2001). It also provides
theoretical insights on networks in the shea subsector. There was a limitation by the
company on how to strengthen the resource base in the absence of institutional support.
Based on the RBV, a further study was conducted to better understand the internal
capabilities of NTAE SMEs, and, the relationships with export performance which are
provided in Chapter 4. The resources and internal capabilities of the firm described as
tangible and intangible explain the extent they may be an aggregation of valuable, rare,
inimitable and non-substitutable (VRIN) resources (Wernerfelt, 1984; Peteraf, 1993; Lin
& Wu, 2014). Further, productivity is enhanced by the availability of resources and
capabilities and the way these are mobilized (Barney, 1991). The study makes use of a
quantitative approach applying PLS SEM analysis. The results are robust and contribute to
the literature on developing economies and which factors are likely to support
internationalization of NTAE SMEs. Particularly, the findings show that upstream supply
capacity and export knowledge are the key drivers of the NTAE SMEs internal
capabilities. Chapter 5 uses network theory to discuss form and type of networks found in
both the upstream and downstream parts of the agri supply chains. The form of networks
found by the study are discussed to include structural: dense or sparse, complex or simple,
and, relational: weak or strong, bridging or bonding (Granovetter, 1973, 1983; Gulatti,
1998; Long, 2001; Newman & Newman, 2005). The case study approach provides more
detailed insights in the nature of the networks in NTAE agri supply chains. Recent studies
on SMEs in Ghana (Easmon et al., 2019; Abbey et al., 2016) discuss social capital in
general and not specific to exporting NTAEs. The study shows that at different
stages/phases of the agri supply chain the networks differ in form and type. For example,
upstream network relations show dense networks, strong ties, and, trusted relationships;
while downstream network relations are generally sparse and weak. Chapter 6 applies
PLS SEM analysis and discusses the agri supply chain of NTAE SMEs in terms of

resources and actors. Based on the RBV theory, the resources found to be most relevant to
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the NTAE SMEs varies when the downstream actors of the agri supply chain are included
in the analysis, compared to the study on internal capabilities. The PLS SEM analysis
makes an important contribution by providing more analytical precision in results and
interpretation. Export knowledge is consistently identified as key resource driver of
NTAE SMEs. The study contributes to the literature by applying the RBV, network, and,
SCM theories. The product development, corporate governance, and institutional service
(professional and technical support) are the resources identified. A key contribution of the
study is that it shows how the dynamics of the resource, network and SCM interaction

varies for the NTAE SME (in/external) environment and internationalisation process.

7.4 Policy and managerial implications

Within the AU context and SSA economies, the overarching policy implication is the
importance of government commitment to agriculture and agribusiness targets. This has
still not been achieved in terms of Comprehensive Africa Agriculture Development
Programme (CAADP) implementation. It is envisaged that achieving this would create a
positive enabling environment for the NTAE sector. Furthermore, developing sub-sector
policies for NTAE will ensure that the peculiarities to each sector are addressed since
prime issues vary per sector. The most direct investment options for governments include,
roads, transportation, and, storage infrastructure. Also the creation/availability of credit
facilities would immensely improve NTAE SME operations. This is especially so ifrisk is
guaranteed (collateralized by government), and, interest rates have a fixed ceiling. More
often than not, micro credit programmes and funds run directly by government have been

perceived as too political and not sustainable.

To address challenges in the agri supply chain, the Ghanaian government could also
consider providing export hubs in the forest and savannah zones, with the same facilities
as those found in the coastal zone. This will ensure equitable spread of opportunities to
NTAE SMEs. An alternative could be extending services through e-information, e-

training and capacity building at reduced costs.

Working together with and through associations, government may encourage NTAE sub-
sector drivers empowered to act as change agents through advocacy, collation of priority
areas for intervention, advisory services for policy interventions, and, sub sector reports.
Equipped and resourced regulatory agencies to enforce sub sector policies, certifications,
and quality standards will help to improve acceptance of export products on the
international markets. More importantly, extension services to agriculture would have to

be improved in order to make the agri supply chains more effective. It was found in the
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study that the education level played a role for successful entrepreneurs. Capacity building
and skills development programmes run by government export agencies (working with
associations) should therefore investigate and fill up the training gaps of exporting NTAE
SMEs.

For the NTAE SMEs themselves, there is a need to consider improving downstream
supply capacity and networks with the help of associations and (multinational)
companies. Cooperating within downstream networks could reduce the actual cost of
downstream supply activities, and, spread any costs of risks, such as insurance for NTAEs.
Coordination of downstream networks of NTAE SMEs will greatly help them align their
resources strategically to exploit opportunities and improve export performance.

Entrepreneurial strategies could include not only intended expansion, but also bridging
ties with other “sparse” networks which provide more opportunities. Enhancing
innovation capacity by adaptations from new or novel information obtained through
internet searches (websites of foreign buyers, retailers, chambers of commerce etc.) is an
option to NTAE SMEs. This view is supported by Hinson (2011) who discusses the RBV
in the context of NTE firms, and the competitive advantage derived from acquiring and
managing information. In the views of the NTAE SMEs, the advantage of “technical
services such as internet, mobile phones and special post especially delivery” (Abban et

al., 2013, pp85) facilitated interaction with associations as well as other networks.

7.5 Limitations and further research

In general it can be said that, although it is a strong point of the thesis that it focuses on the
views of NTAE CEOs working hard for the best performance of their export companies,
the fact that opinions and impressions of CEOs are taken as an important source of
information is also a limitation of the present study. For example, the studies presented in
the chapters 4 and 6 measure (subjective) perceived export performance but not
(objective) actual export performance. Although objective export performance data was
asked, most respondents did not provide this information. The business owners who think
that they perform well regarding their export knowledge and upstream supply capacity
may also be more confident to say that they do better than other companies in terms of
export. However, this does not necessarily mean that they do better than other companies
in reality. Although subjective measures are widely used in the literature on export
performance in developing countries, further research could use “triangulation” with
other factors to indicate that what the owners say is true. For instance, experts may be
asked to rank (part of) the companies in terms of export performance. If this correlates well
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support is provided for the idea that “subjective” export performance is indeed related to
“objective” export performance.

Chapter 3 presents a case study on an NTAE SME in the shea sector. This is to highlight
peculiarities of a sub sector and to support further empirical research. Although findings
are not generalizable, they provide useful results to base our further research. In Chapter 5,
the case study is based on a sample of ten SMEs in the NTAE sector in Ghana, and, makes
use of data triangulation for reliability and validation of responses. The findings could not
be generalized to all SMEs in the NTAE sector, but provides additional insights on
networks in particular and which networks are likely to feature in different stages of the
agri supply chain. Empirical analyses and a larger sample as presented in the Chapter 4 and
6, further improves the generalizability of findings.

The results in the Chapter 4 and 6 are based on PLS SEM analysis. The study uses cross-
sectional data which might raise problems related to causality. Possible reverse effects of
export performance influencing the independent variables can never be ruled out. Having
a higher export performance, for example, motivates firms to channel more resources into
the stability of their chain activities and into developing export knowledge. For this
reason, the study models are tested for endogeneity and causality. The "T" tests results
(Appendices 1 and 2, pp126-133) suggests a general lack of significance for excluded
control variables. Since there is significance for some of the independent variables, it is
suggested that other analytical approaches may provide some interesting findings. It is
however considered that the problems are limited because most of the NTAE SMEs are
mature firms that do not change so much in their resources and strategic orientation. Also
(unfortunately) the role of government has stayed same over the past few years. Costs
limited the possibilities for conducting a longitudinal study that would help in providing

more certainty about endogeneity and the direction of the relationships.

The study sample is categorised (non-processed, semi-processed and processed) as
opposed to classified (horticultural products, oil seeds and nuts, dairy products etc.)
making recommendations generic to the NTAE sector as a whole and not specific to sub-
sectors. The reason that sub-sector peculiarities are not included is because of the absence
of standardised sub-sector classifications. So, while the results are representative of the
NTAE SME sector as a whole, it would be helpful for future studies to go more in-depth
into the different sub-sectors. Also 83% of the sample cases were based in the coastal zone,
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which was a good representation of the number of exporting SMEs in the coastal versus
the forest and savannah zones, but may have provided bias towards the NTAE SMEs
inland.

Future research could use a longitudinal approach to support our cross-sectional data. This
study could also capture a larger sample of non-traditional agricultural exporting SMEs in
the forest and savannah zones and include different sub-sectors.
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APPENDIX 2

T tests results (based on Table 6.5 statistical model)
Company zone

(coastal : forest, savannah)

Independent Samples Test

Levene's Testfor Equality of

Variances t4estfor Equality of Means
95% Confidence Intarval of the
Mean Std. Error Differznce
F Sig t df Sig. (2-tailed) Difference Difference Lower Upper
W_inter_gxp ::::L:s;iaﬂtsi 1.161 288 008 41 964 00875 1.20874 -243134 2.45085
:::::::;lﬂﬂles not o014 3261 330 00875 69564 -210708 212659
W_mgl_saporl_ronst Eauavatancas 1348 253 022 a 983 o482 67320 134502 137407
E:::’I-r:l:;lantas nat 038 3.284 972 01452 38507 -1.15317 1.18222
fitntend_span Equal variances 1,980 167 | 1523 8 136 ~89428 56729 208035 20177
:::::s;iaﬂﬁss nat - 967 2107 431 -.B8429 92461 -4 68437 2.88579
W_biz_outiook :2:::::;'”“ 024 ar | -22m it 028 234924 1.03462 -4.43871 -.25978
Sdum vartances not 2541 | 2405 105 234924 92457 574334 1.05085
W_bulldingeontact_soc E:::[;:SBNEES 4.205 047 1.143 41 260 62188 54424 - 47724 1.72099
Equalvartances not 3754 | 26384 001 62188 16565 28161 96214
W_corp_gaver :::::;:;iannss 1.277 265 -1.586 41 120 -1.53733 964912 -3.49450 41884
:::::::;lﬂﬂles not -2394 2855 101 -1.53733 64211 -3.64077 56612
W_eeqi_opert Eaua vatancas 008 an | -roa It 304 117408 112741 -3.45082 110277
E:::[;:;lantEs nat -1.025 2209 A0 -1.17408 1.14515 -5.53471 3.18656
Hprodr_devprmt Eaualvartances 208 569 | 1278 " 208 -1.36508 108833 2152353 79156
:::::T:':;iaﬂﬁss nat -992 2172 418 -1.36599 1.37651 -6.86079 412881
W_form_chan :g:::::;l;mes 4009 052 -1.408 41 167 -.81895 58246 -1.99625 35635
Sdum vartances not -800 | 2082 505 1985 102525 508887 342097
W_extservice E:::L;:SBNEES 1.117 297 -552 41 584 -.53623 97067 -2.49655 1.42408
Eaual vagances not 382 | 21w REY -53623 140495 62383 516592
W_profsemice Ez::::;iannss 158 683 -979 41 333 -1.37353 1.40348 -4.20783 1.46087
:g:::::;lﬂﬂles not -.705 2145 550 -1.37353 1.94880 -8.23945 6.49239
W_access fin Eaua vatancas 128 722 | -see It 485 - 48540 70548 191011 83930
E:::L;:;Iancas nat - 876 2.553 456 -.48540 55439 -2.43781 1.46700
EpAllcualPert Equal variances 2,691 062 | 2487 " 018 441111 45230 202455 -19767
:::::;;;iaﬂﬁﬂi nat -6.724 9.087 000 111111 16524 -1.48429 -73793
Fimsize :g:::::;l;mes 305 584 -484 41 631 -108.80833 224 80307 -562.80734 34518067
Sdum vartances nat 11 | 2am 616 | 10880033 | 1904g476 | -7everian |  se0.0s473
?:::;:;yﬂ;zf;:uor:s E:::L;:SQNEES 002 968 -1.195 41 239 -4.283 3585 -11.523 2.957
Eaual vagances not o2 | 2207 381 4283 3958 8641 11078
humber of years in export E::::;:;im“ 081 778 | 142 4 164 51467 3617 42471 2137
:g:::::;lﬂﬂles not -1.333 2264 a0 -5167 3875 -20.107 9773
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Company type

(sole proprietorship, partnership, joint venture : private limited liability, state-owned,
PPP/subsidiary/branch)

Independent Samples Test
Levane's Testfor Equality of
Variances ttestfor Equality of Means
95% Confidence Intzrval of the
Mean Std_ Error ifferance
F sig t of | sig ailed) | Diffrence | Diference Lowsr Upper
W_inter_exp Sz:::;:;lﬂﬂ!&! 101.220 .ooo 3410 40 om 1.88657 55322 76848 3.00467
Eaum vartances not 3410 | 2023 003 188657 553m 73344 303870
1
W_mgl_epor const Eaua vanances 18 735 | 1083 10 294 36811 4625 -33188 106791
::::L::;IEHEES net 1.063 39.099 294 36811 34625 -33168 1.06791
W_intend_sxpan gg::;::alances 500 484 833 40 410 25023 30049 -.35708 B5753
Eaual varances not 833 | 3e012 410 25023 30049 -35746 85792
i 1]
W_biz_outiook Eaua vanances 691 an 850 10 a0t 47833 56303 - 65850 181628
::::L::;IEHEES net .850 38.561 an 47833 56303 -66082 161759
W_buildingcontact_soc E:::L::;nances 547 464 915 40 366 26020 .28452 -.31484 83524
EE::L:‘:;HHCES not 915 39.186 366 26020 28452 -5 B3561
vari
Wieorp_gorer Eaua) vartances 1,995 166 | 1008 10 EoY 51151 50819 51759 154061
Equal variances not
a:suman 1005 | 37.271 an 51151 50919 51095 154206
W_gquip_operat S::::;:;"”m 4578 038 | 1514 0 138 86567 57189 -2a018 202151
:::::-’::;IHHEES net 1514 35612 139 BE5SET 57189 - 29463 202596
W_proct_devpmt Eaua) vanances 10 72| 280 10 804 13802 55441 125892 98208
E 1] ot
ey -250 | 39848 804 -13842 5401 125896 98213
W_form_chan g::::w:::!ﬂliii 1,679 .203 583 40 557 16476 27785 -.39679 72631
Eg:::;:gances not 593 22931 559 16476 27785 -41010 73963
W-edsenice Eaual variances 024 COAE 10 s 18688 50736 83853 121228
| vari; n
Eaual vaganees not 368 | 40.000 75 18698 50736 -33853 121228
W_profsanvica ::::L::;IEHEES 158 693 985 40 326 69569 69950 - 71805 210943
Eg:::;::;ances not .995 39.832 326 69569 .69950 -71824 2.10962
W_access_fin EE::L::;HFKES 000 987 =317 40 708 -13758 36532 -87592 60075
| vari;
Eaual vanances not 377 | 30004 708 -13758 36532 -87562 60076
Equal variances
SeAluapert oo 1843 182 | 1508 0 130 35508 24193 12387 85403
:;:::;:;IEHEES net 1.508 37.957 140 36508 24193 - 12469 B5485
Fimsize :::::.’::;IHHEEE 217 A07 988 40 329 11476180 116.20263 -120.09237 34961618
Caum variances not oa8 | 22082 334 | 11476190 | 11620263 | 12616920 | 35569301
Numbar of yaars of Equalvaniances
company operations assumed 3132 084 2.237 40 03 4.000 1788 387 7613
g::::r:;:am:iﬁ net 2237 36.433 on 4.000 1.788 376 7624
Number of yaars In export Ez::lr::games 5475 024 2935 40 006 5.143 1.752 1.601 B.685
Eaual vatances not 2935 | 38407 006 5143 1782 1587 5,699
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Financial statements
Audited : Unaudited

Independent Samples Test
Levena's Test for Equality of
Variancss Hisstfor Equality of Weans
85% Confidence Interval of the
Mean Std. Error Diffarenta
F Sig. 1 o | sig (-tailed) | Difference Difference Lowsr Upper

W_inter_exp Equalvariances 7.207 oo | 1am 4 157 85805 80230 34832 208442
Saual variances not 1404 | 32870 170 86805 s1818 -38983 212503

W_mgt_export_const Es";‘:r‘\::g‘"“s 1.324 257 | 707 # 095 56712 33224 -10385 1.23800
Eaua vartances not 1698 | 38871 098 58712 33442 -10937 124381

W ntend_sxpan Equal vaiances 126 725 | 13a2 5 187 40489 30177 -20455 101433
E::::;Q’"c“ ot 1304 | 40413 186 40489 30128 -20383 101361

W_biz_outiook E:::,‘::Q’"“s 2557 mr | 1eie a 078 98129 53833 - 10731 207048
Equa variances not 1785 | 31319 087 98129 55601 -15224 211482

W buldingeontact_soe - Equd vanances 73 498 501 # 619 14098 28150 - 42758 70847
Esq;’:r‘\::ga"“s ot 495 | 37.688 623 14096 28465 -43543 71736

W_corp_gover Equal variznces 439 s12 | 2780 4 009 120192 46833 34611 229773
Equalvarances not 2603 | 40716 a08 120182 46000 36082 222202

W_equip_operat Esq;’:r‘\::gi"“s 4935 032 | 2474 i 018 134848 S48 24750 244547
Eaua vartances ot 2549 | 37899 0s 134848 52817 27718 241581

W_prod_devprrt Equal variznces 979 o3 | 2340 I 024 122208 52262 16748 227838
S USIAAPRIaE ot 2201 | 34827 028 122298 53381 REC 230717

W_form_than E:::,‘::Q’"“s 10936 o002 | 1596 4 18 - 47161 28556 106850 12528
Equal variances not A7i4 | 22000 101 -47181 7517 104228 nasos

W_extsarvice Eaualvariances 135 513 | 13m u 184 68757 48890 -32575 1.64090
Esq::r‘\::gi"“s ot 1348 | 30528 188 85757 48865 -33039 184554

W_profsarics g:;::r\::‘rjwances 819 an 088 # 432 08223 72510 140213 152650
Equal variance not 087 | 40985 431 06223 71873 -1.38930 151375

Waccess_fin Enualvariances 5895 o2 | -7 It 364 -32003 35673 -1.05348 39548
Eaualvartances ot 878 | 28841 ELE] - 32903 ar4s0 -1 08772 43967

ExpAlQualPer Equalvariances 895 ETER BT 4 000 82101 21162 33364 124839
Saualvariances not 3809 | 35460 001 82101 21554 38384 125839

Fimsize Esq;’:r‘\::gi"“s 6753 o | 1421 # 181 16037826 |  112.38949 -66.50892 387.35344
Eaua vartances not 1320 | 1909 200 | 18037826 | 12086756 | 9218311 | 4129188

o Equal variznces 398 531 | 2794 4 008 4770 1707 1322 8217
Eaua varlances not 2780 | 38287 008 4770 1716 1300 8239

Number of years In export t;g;::r\::gances 3043 o08g | aam # 01 5776 1.864 2416 9138
Equal variznces not 3418 | 36.407 002 5776 1690 2381 9202
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Capital Structure

Independent Samples Test

Equity : Debt-Equity, ST Debt, LT Debt

Levene's Testfor Equality of

Variances ttestfor Equality of Means
95% Confidence Interval of the
Wean Std. Enror Difference
F Sig. t af Sig. (2-tailed) Difference Differance Lower Upper

W_inter_sxp EE:S:T:‘:;HHEES 3927 054 -.787 40 436 -46309 .5e878 -1.65306 72688
Eaual vartances not 894 | 30708 ] 46308 51823 151086 58448

Wmat_expor_const Equalvariancas 595 ws | -sm 40 585 -13045 34377 -88422 50533
:;::I,,:::m“ net 526 | 27385 503 - 13945 35098 92762 54873

WIntend_exzan S vertances 00 80 | 1880 40 101 52552 31286 - 10680 115784
Equal variances not 1707 | 33867 097 52552 0779 -10028 116132

Wbz oullook Equalvariances 8652 005 | 1981 40 053 103679 52085 -01588 208946
o 1719 | 19770 101 103679 50312 2 220593

W_buildingcontact_soc Eg::'r"':'ﬂmm 2220 144 1.081 0 286 31534 20176 27433 50502
E::::,::;IHHEEE not 880 23791 332 31534 31852 -.34236 87305

W_co_gover Eaua) vaances 3257 079 889 10 79 16278 52063 -58043 151501
cosaman a0 | 24312 420 16279 se4ss 70182 162740

Weaulp_operat g:::;::;.ames 198 862 403 40 689 23988 50536 -98338 144313
Eg:::;:rﬂlances et 395 | 20.088 695 23988 60668 99915 1.47890

Woprodl_devpmt Equal varlances 4195 o7 | 1283 10 214 69926 55347 4183 181787
Eaua) vartanees not 1491 | 26188 208 59926 58711 -50713 190565

W_form_chan aE::::ﬂv:;i!ﬂLEs 002 961 067 40 847 02158 32021 - 62559 66876
Ez:::-’::gﬂﬂﬁas not 073 3B.745 842 02158 28701 - 57929 62247

W-edsenice Equal varlances 1028 7| 2851 10 016 121689 48318 24036 219342
Eaua) vartanees not 2400 | 28886 o 121689 49788 19843 223535

W_profsenice ::::Ir:::m“ 020 887 2371 40 023 167601 70681 24748 3110454
Eg:::ﬂ':;iﬂ”ﬁ&s et 2312 29.343 028 167601 72493 19411 315792

W_access_fin E::::::;IHH!EE 213 647 -1.385 40 imn - 48886 35049 -1.18724 21951
Eaua) vatances not 435 | 34773 180 - 48386 34070 118088 20298

ExpAlQualPert :::3:,::;'“"“ 730 38 | -021 10 984 - 00481 23372 47718 46757
E::j:,::;"”‘“ net 020 | 26947 985 - 00481 24584 -50827 49986

Flimsize EE:S:T:‘:;HHCES 8.889 .005 1.677 40 10 47.37500 28.25594 -8.73239 104 48239
Equal vartances net 1328 | 15685 03 £7.37500 3666175 | -2836021 | 1231021

s Equalvarlanas m 505 a0t a0 765 567 1949 3352 4525
:::::,:::m“ net 308 | 34287 760 587 1.003 .3.281 4454

Number ofyears In export Ez::'r::gm“ 189 566 041 0 967 -082 1.974 -4072 3908
S vaanees ot 042 | 3313 967 -082 1950 1048 3988
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APPENDIX 3

Ramsey RESET Test Results
Table 4.3 (Model 3)

Export Performance
Firm Size, Firm Age, International Experience, Export Knowledge, Downstream Supply
Capacity, Upstream Supply Capacity, Innovation Capacity, Entrepreneurial Strategy

Source | SS df MS Number of obs = 152
+ F(8, 143) = 7.09
Model | 31.999252 8 3.9999065 Prob > F = 0.0000
Residual | 80.6783795 143 564184472 R-squared = 0.2840
+ Adj R-squared = 0.2439
Total |112.677632 151 746209481 Root MSE = 75112
Export Performance | Coef. Std. Err. t P>t] [95% Conf. Interval]
+
Firm Size | .0002816  .0002279 1.24 0.219 -.0001688 .0007319
International Experience | .048506 .0318422 1.52 0.130 -.0144361 1114482
Export Knowledge | 1746415 .0499174 3.50 0.001 .0759702 2733127
Downstream Supply Capacity | -.0092651 .0325008 -0.29 0.776 -.0735091 .054979
Upstream Supply Capacity | .148926 .0493938 3.02 0.003 0512896 2465624
Innovation Capacity | .0349821 .0301711 1.16 0.248 -.024657 0946211
Entrepreneurial Strategy | -.0621684 .0568 -1.09 0.276 -.1744446 .0501078
Firm Age | .0113716 .0068766 1.65 0.100 -.0022214 0249646
Entrepreneurial Strategy * | 4.093521 310523 13.18 0.000 3.479713 4.707329

Innovation Capacity

Ramsey RESET test using powers of the fitted values of Export Performance
Ho: model has no omitted variables

F(3,140) = 0.73

Prob>F = 0.5372

Ramsey RESET test using powers of the independent variables
Ho: model has no omitted variables
F(24,119) = 1.38
Prob>F = 0.1301
The Ramsey RESET test is applied to all forms of models (log, quadratic, linear, etc.) and
determines whether or not the functional form of the model has any misspecification,
causality (reverse relationship/effect) between dependent and independent variables or
endogeneity occasioned by the X variable correlated with the error term exists. Ramsey

RESET test was conducted on the study model and the results for the F statistic was

" The OLS model estimators are considered to be biased and inconsistent when a relevant variable is
omitted. If the omitted variable is a function of an explanatory variable in the model then functional form
misspecification arises. The misspecification therefore occurs when the relationship between the
observed explanatory variable(s) and dependent variable is not properly accounted for.
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significant (p <0.05%) for the dependent variable, export performance: Prob>F =0.5372
and for the independent variables: Prob > F =0.1301 where the Ho: model has no omitted
variables. This means there are neither endogeneity biases nor model misspecifications

(causality) issues related to the study model.
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Export Performance

Ramsey RESET Test Results

APPENDIX 4

Table 6.5

Firm Size, Firm Age, Firm Experience, International Experience, Export Knowledge,

Intended Expansion, Building social networks, Corporate governance, Operations and

maintenance, Product development, Business outlook, Form of channels, Extension

service, Professional and technical support, Access to finance

Source | SS df MS Number of obs = 152
+ F(15, 136) = 517

Model |  40.8978245 15 2.72652163 Prob > F = 0.0000
Residual | 71.7798071 136 527792699 R-squared = 0.3630
+ Adj R-squared 0.2927
Total | 112.677632 151 746209481 Root MSE = 72649
Export Performance | Coef. Std. Err. t P>[t| [95% Conf. Interval]

+

International experience | .0218053 .0319369 0.68 0.496 -.0413519 .0849625
Export knowledge | 1178848  .0564273 2.09  0.039 0062964 .2294732
Intended expansion | .0044111 .0638808 0.07 0945 -1219171 .1307392
Business outlook | .0310702  .026701 1.16 0247 -.0217327 .0838732
Building social networks |-.0578144  .0758338 -0.76  0.447 -2077804 .0921516
Corporate governance | .1501618 .061809 243 0.016 .0279307 .2723928
Operations and maintenance | -.0104974 .0431517 -0.24 0.808 -.0958326 .0748378

Product development | .0694498  .0526179 1.32 0.189  -.0346054 .173505
Form of channels | -.038027 0684176  -0.56  0.579  -173327  .0972729
Extension service | -.0740912  .0577435 -1.28 0.202  -.1882824 .0401001
Professional and technical support | .0330452 0360634 0.92  0.361  -.0382725 .1043628
Access to finance | .0210122 0407426 0.52 0.607  -.0595587 .1015831
Firm size | .0003106 .0002353 1.32 0.189  -.0001546 .0007759
Firm age | .0140365 0124892 1.12 0263  -.0106616 .0387346
Firm experience | -.007754 0139124 -0.56 0.578 -.0352665 .0197585

Ramsey RESET test using powers of the fitted values of Export Performance
Ho: model has no omitted variables

F(3,133) =
Prob>F =

Ramsey RESET test using powers of the independent variables

0.21
0.8888

Ho: model has no omitted variables

F(45,91)=
Prob>F =

1.27
0.1706

The results for the F statistic was significant (p <0.05%) for the dependent variable, export
performance: Prob > F = 0.8888 and for the independent variables: Prob > F = 0.1706
where the Ho: model has no omitted variables. This means there are neither endogeneity

biases nor model misspecifications (causality) issues related to the study model.
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APPENDIX 6

SME CHARACTERISTICS
Company Data
L. NamMe Of COMPANY ...utneintitit ettt et et e e e e e e e e
2a. Address (actual location) of your buSIness. .......c..ovvvviiiiniiniiie e e
2D, ZONC .ot e (Savannah, Forest, Coastal)
3. Company type: (please tick )
Sole Proprietorship............ Partnership............ Joint Venture..............
(with family/other) (with foreign partner)
Private Limited Liability......... State-Owned .......... PPP (your %).....ccccc......
Subsidiary........ Branch ..........
Where is the headquarters of the company? ..............coooiiiiiiiiiiiie
4. Number of years of company Operations: ..............ccoeeuterenteuimiienieeereneeneenenennes
5 Number of years in eXport BUSINESS: ... .ueieieent ittt eee e
Bio Data of Respondent
6a.  Name of TESPONACNL ... ...ttt ettt e e s
6b.  SexXi......... male: ............... female: .................
7. Position held in the company: ...........ccoiiiiiiiiiii
Date of birth: (dd/MMm/YY ) .eoveeiieiiieee e
Your age range: (please tick) under 20..... (20-25) ...... (26-30) .....
(31-35) ...... (36-40) ....... (41-45) ....... (46-50) ....... (51-55) .......
(56-60) ....... over 60 ......

Founder (if different from respondent)

9a.
ob.
10.

11.

Who is the founder (NAME) .......cccevieiiiiiiiieieeeeeeeee e
Date of birth (dd/mm/yy) (if known) .........ccccceee. Age range (if known) ..................
What is the vision of the company:

FOUNAINGT .ttt ettt s
CUITEIIE <.ttt ettt e et ettt et e e bt e s e ehe et e setemteseeenbesseenbeeseebeeseebeens
Is there a succession Plan? YES/NO ...c.cciecvirieiiirieieeieie ettt

please circle and explain

Education & Experience of Respondent

12a. Number of years working in the inStitution: ...............oooiiiiiiiiiiii i,

12b. Number of years of export experience in industry/product: ...........ccceevvvverieeviereeciennnnns
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13.

14.

Highest level of formal education attained: (please tickv)

No formal education...............cooviiiiiiiiinni..

Post-graduate degree (Master; PhD)............ Professional Certificate: .....................
Other (P1ease SPECIY): .. .uiutitiniiiiiicice ettt

Non-formal Export Training:

Please tick () appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA-not applicable

CEO/MT! international experience was acquired through having...| 1 2 3 4 5 6 7 NA
a.|.... been born and raised abroad O000oooaon
b. | ... traveled abroad frequently Oo0o0D0oODDo0Oo0oaog
c.|.... schooled abroad O0Do0Do0ooooo
d.|.... previously worked abroad Oo0oo0oo0oogoao
e.|.... been involved in export trade to abroad Oo00Do0oo0oooao
fil... been involved in export trade abroad with prior employer O0o0O0oo0oO0ooon
g. | .... other (please specify).......cccccvverereneneunne. O0Do0oooooo
15. Religion: (please tickv)

Catholic...... Orthodox Protestant ...... Pentecostal/Charismatic ...... Baptist........

Other Christian ....... Muslim ....... Traditionalist ....... No declared religion.......

Other(Please SPECILY) . ..evuirieriiieieieicteeeee ettt ettt s
16. International experience:

Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-
to a somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —

to a high extent; 7- to a very high extent; NA- not applicable

Entrepreneurship (strategy, culture & capabilities)

Strategy
17.  Number of production locations in Ghana ..................c.coiiiiiii,
18. Number of agents in a. Ghana ................... b. other countries ...............

(input suppliers/export agents)  (sales/marketing agents)
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Intended expansion, work processes and added value:
Please tick (v') appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA- notapplicable

Too what extent does your company:... 12 3 4

o|v
o
D\l

z
>

...add value (such as packaging and labelling) to its products
before export?

O
|
|
O

.. want to expand its existing facilities?

.. want to expand to another location?

.. want to expand with more elaborate equipment?

.. want to expand in existing markets?

.. want to expand to new markets?

.. want to expand in other ways......

Sl m|e oo

. rely on strategy provided by CEO/MT?

—-

. involve staff in decision-making that affects them?

—.

.. adapt changes based on market information?

... other (please SPecify) .....ccooererieiinieeeeeeeee

CH o
[Enl n i A A A AR A A A .

[N S N A AR AN A A .
O O O e e e e e

BN N AN R N AR AR AR N
[ e e A AR A A A .

20.

Sources of market information:

Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a

somewhat low extent; 4- to an average extent; 5 —to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA- not applicable

Market information is obtained by your company through:...

Z

.. local government agencies

.. company personnel visits to the export market

.. sponsored marketing studies

.. foreign agents

.. direct feedback from buyers

o0 T

.. other (please SPECify) ...ccovirieriiieeiieeceee e

[ Rl Al Al R

O|O|O|O|o(o]|N

OO @

Olo|o|lolo|o| s

O|lolo|lo|lgjo|Y

[ R A h Al R e}

[yl i ]

Ooo|g|o|.

21.

Forms of strategy adopted by the business:

Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a

somewhat low extent; 4- to an average extent; 5 —to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA- not applicable
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The forms of business strategy adopted include:...
... product differentiation
... pricing

Z
>

.. cost reduction

.. use of up to date technology

.. marketing

.. quality processes (from source to finish)
g. | .... other (please specify)

oo™
oo oo

Olo|lo|lo|o] =
Olo|o|o| o] e
Olo|o|lo|o]| s
Olo|lololg|Y
mp i sl i
Olo|lo|lo|o

e |lo| o

]
O
O

)
]
]

Culture
22(a) Has your financial statement ever been audited? Please tick (v)
Yes....No.... IfNo move to Q23
22(b) Financial statements:
Please tick (+) appropriate number from 1- not at all; 2- very unlikely; 3- somewhat

unlikely; 4- on the average; 5 —somewhat likely; 6 — likely; 7- very likely

Over what period is your financial statement audited and certified: | 1 2 3 4 5 6 7 NA
a. | 0-3 months Oo0oo0ooogoao
b. | 4-5 months O0o0oo0oo0o0ooao
c. | 7-9 months 0000o0og0doaof
d. | 10-12 months 00 00o0ogdoaog
e. | 13-15 months O0O0D0O0O00a0o
f. | >15 months 01 [ I I I B

23.  Work processes:
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a

somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- not applicable

Work processes are carried out as follows...

123456 7NA
a. | . ... centralized in a hierarchical structure 0O0o0ooooao
b. | ... carried out in teams in a relatively flat structure O0O0DD0OOoOD0Oao
Cof v employees work in all areas as the need arises 000000 oao
d. | . aspects of the work process is outsourced/contracted out | [1 [1 (] [J [ [] [ [J
[ other (please indicate) ........c.c.cccecevricucunnnne 000000 0ao

24.  Corporate governance structures:

Please tick (v') appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA- notapplicable
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The governance structures in place at the company involve:... | 1 2 3 4 5 6 7 NA
a. | ....the institution’s processes allow for clear separation of 00000000
functions and checks and balances
b. | ....there are clear reporting lines of communication [ O00000
c. | ...regulatory and monitoring requirements are regularly met | (] ] [ [] [ [] [ []
d. | .... board of directors and strong internal controls O00D0D000a0
e | ... other ......ccooovevviivieiis (please indicate) OO0o0ooODooDoao
25. Equipment Operation and Maintenance:

Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- not applicable

The company’s equipment is operated and maintained through.. 1 2 3456 7NA
a. | ... staff given on-the-job training in equipment use O0DO000o0oo0oao
b. | ... regular maintenance policy and schedule in place O0Do0o0oooao
c. | ... manufacturers’ providing local service guarantees OO0o0ooo0oao
d.| ... local mechanics and maintenance crew contracted on a need basis| (7 [ [1 7 [1[] [] []
e. | ... other (please indicate) ........ccccecevvevveenenenne Oooooooao
26. Business Culture:
Please tick (v ) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- not applicable
The company’s business culture can best be described as:.. 12 3456 7 NA
a. | ... dictatorial —(staff carry out instructions of management) 00 0Oo0o00n
b. | ... innovative - (staff are allowed to bring in new ideas/exercise | [1 [] [1 [] [ [] [ []
discretion)
c. | ... teamwork- (staff can arrange flexible work agreements) O000o00on
d | ... other (please indicate)..........ccccccoevernne... O0O0O0oooao
27. Business Outlook:

Please tick () appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 —to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA-not applicable
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The company’ business outllook is such that..... 1 2 3456 7 NA

a. | ...competitive clashes with other businesses are avoided... 0OO000o0o0oao

b. | ... owing to nature of environment bold wide-ranging acts are O0D000D OO0
necessary to achieve the firm’s objectives....

c. | ... new products/services, operating technoligies or administrative | (] [ [] [ [] [ [] []
techniques are the first to be introduced by the company....

d.| ... CEO/MT have strong preference for high risk projects with 0O000O00O0aDn
chances of very high returns......

e. | ...we are first to introduce new products/services, administrative 000 o0Do0oDo0ooao
techniques or operating techniques

fil... other (please indicate) ........ccocoevvveveiriennnine O0o0D0D0D0 00

28(a) How many new products/services have been introduced in the past five years by

YOUur company? ......cccceeeeeeeene

28(b) Product Development:

Please tick (v) appropriate number from - to a very low extent; 2- to a low extent; 3-to a

somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA- not applicable

The factor(s) that best explains the introduction of the new 1 2 3456 7NA
products/services include...
a. | ... strong marketing.. O000oogao
b. | ... emphasis on R&D .. O0O00ODOoODOoaDo
c. | ... technological leadership.. O0DO0D0ODOoOO0oOaDo
d. | ... innovation ...... O000ogogao
e | ... other (please indicate)........ccceovvevvveeneenn. O000o0o0o0ao

Capabilities

29.  CostDrivers:
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3- to
some low extent; 4- to an average extent; 5 —to some high extent; 6 — to a high extent; 7-
to a very high extent; NA—not applicable
To what extent do/does ...... 12 3456 7NA
a. | ... location make a difference to costs or processes? O000o0o0oo
b. | ... the product make a difference to costs or processes? O00O0o000oaO-
... you incur large costs to meet the quality standards of the | (1 (1 (1 [ (][] [ [
countries you export to?
30. Training:

Please tick (+) appropriate number from 1- very irregular; 2- irregular; 3- somewhat

irregular; 4- averagely; 5 — somewhat regular; 6 — regular; 7- very regular; NA — not

applicable
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Are there training policies instituted by the company such as ....

z
>

.. study leave with pay

.. study leave without pay but with job re-entry guarantee

.. study leave without pay and without job re-entry guarantee

... regular training programmes

... training is provided on a need basis

S| O o T

... training need results from performance evaluation

a2

..... other (please indicate) ..........ccocevveruerurenenne

CIf (o e e e =
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31.

Input Supply:

Please tick (v') appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a

somewhat low extent; 4- to an average extent; 5 —to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA—not applicable

Input supply is used to ........

56

NA

. ensure reliability in supplies to the company

g

. maintain minimum stock levels

0o

...._ provide for alternative sources of supply

oo

o |Te

.... make prices more competitive

oo

O e e e =
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32.

Management's Export Constraints:

Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a

somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA- not applicable

Management is constrained in export in areas such as ....

... lack of time...

...cost/financing of activities...

.. lack of qualified personnel..

.. satisfying demand..

.. strong competition..

... knowledge of market..

.. knowledge of regulations...

SR s oo o

.. quotas/overseas barriers...

—

.. frequent changes in regulations of importing country..

—.

... need for more more learning...

~

..... other (please indicate).........c.ceoceveveernnnne.
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Physical Capital

33. How does the company finance its capital investments (Long term-LT investment,
machinery and equipment)? Please tick (v)
Equity.......... LT Debt-Equity .............. LT Debt ................ ST Debt ........cc.c......
34. Sources of Finance:
Please tick (v ) appropriate number from 1- to a very low extent; 2- to a low extent; 3-toa
somewhat low extent; 4- to an average extent; 5 —to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA—not applicable
The providers/sources of your finance include:... 1 2 3456 7 NA
a. | ...friends O0000000
b. | ...family O0Q0o0OO0o0oQoao
c. | ...business associates/partners O0o0o0DoooOd
d. | ...banks and other finance institutions 00000000
e | ... other (please indicate) .......ccccoevecvrinnennee O00o0Doo0o0o-d
35. Evaluation of financing sources:

Please tick () appropriate number from 1- very bad; 2- bad; 3- somewhat bad; 4-
average; 5 —somewhat good; 6 — good; 7- very good; NA—notapplicable

How would you measure/evaluate the... 12 3456 7 NA

a. | ... process of accessing financing O00O00o000o

b. | .... adequacy of the amount(s) received O00 OO0 0o

c. | ... timing of financial resources O0o0 o0 o g

d. | ... conditions attached to finances 0000 oooaog

€ | v other (please indicate).......c.ccocerereevrennenne O00DO00oDOoo
36.

What is the breakdown of the sources of the types of equipment the company uses for
its operations?

a. own built equipment %

b. equipment built in Ghana %

c. imported (foreign made) equipment .. %

d.others......................l. (please indicate) ... %
TOTAL
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37. How can the ownership of the operating premises of the company be described/

categorised?

a. complete ownership of the property %

b. rental of the property %

c. lease of the property . %

d. other ........cooooiiiiiii (please indicate) N Z)
TOTAL

38. Company's storage facilities:

Please tick (+) appropriate number from 1- very badly equipped facilities; 2- badly
equipped facilities; 3- somewhat badly equipped facilities; 4- averagely equipped
facilities; 5 — somewhat well equipped facilities; 6 — well equipped facilities; 7- very
well equipped facilities; NA-not applicable

Storage facilities are in place .... 1 2 3456 7 NA
a.| ...on factory site (specify type: fresh food, dry food, other .......... ) O0o0O0ooooao
b.| ...on warehouse site (specify type: fresh food, dry food, other .....) Oo0o0O0ooooao

...at strategic transit (harbour/airport) points (specify type: fresh O0D0O0oooao

food, dry food, other .......... )
d.| ... in transit (ship/plane) (specify type: fresh food, dry food, other ...)| (1 (1 0 [ 1 (1 1 [J

39. Ownership of Storage Facilities:
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA—not applicable
Your storage facilities is owned by:...| On site At transit point
a. | ... the company 12 34567 NA|1 2 3456 7 NA
b. | ... a third party 00000000 (000000 oao
C. | ... a government agency Oo0DooDoooo|oo0oooo oo
d. | ... a business network 00000000 |0Do0o0oO0oao
e | ... other (please indicate)................ 0000000 o|(0Doo0oo0o0o0oao
40. Availability of storage vans:
Please tick (+) appropriate number from 1- very badly equipped facilities; 2- badly
equipped facilities; 3-somewhat badly equipped facilities; 4- averagely equipped
facilities; 5 — somewhat well equipped facilities; 6 — well equipped facilities;
7-very well equipped facilities; NA-not applicable
Storage vans are available/accessible from .... 1 2 3456 7NA
a.| ...farm to site (specify type: fresh food, dry food, other .......... ) O0D0O000D0
b.| ... site to export (specify type: fresh food, dry food, other ........... ) O0000D0

146




41. Ownership of storage vans:

Please tick (v ) appropriate number from 1- to a very low extent; 2- to alow extent; 3-toa
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA—notapplicable

The storage vans you use is owned by...| Farm to site Site to export
a.|... the company 12 34567 NA|12 345267 NA
b.|... a third party (logistic company) O0Do0D0D0ODDOoOO0O|0D0DO0O0o00o0oaon
c.|... a government agency oo oodoooobo (oo Udoooaodd
d.| ... a business network 0O0o0oo0oo0oO0DOoo|0oooo0 0o
el other (please indicate)................... OO0O00oDOoo0O0oo|(oDooooooao

42.  What are the sources of power supply (in terms of relative costs) of your company?

a. Electricity Company of Ghana %
b. Own Generator %
c¢. Own Solar Energy L %
d. Firewood L %
e. Other: (please indicate).........cocoviiiiiiiiiiiiis e, %
TOTAL e
PRODUCT AND CHAIN CHARACTERISTICS
Product please state and tick (v') as appropriate
43. Main products Non-processed Semi-processed Processed
Product only Product Product only
a.
b.
c.

44. Towhatextent would you describe your export products as perishable?
Please tick (v ) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent

100 200 300 400 500 60 70
45. Channels of exportutlised:

Please tick (+ ) appropriate number from 1-to a very low extent; 2- to a low extent; 3-toa

somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent
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What form of channel of export do you make use of: 1 2 3456 7 NA
a. | FOB- air/ship point (buyer liability) O0000000D
b. | CIF- air/ship destination (seller liability) O00000dao
c. | Final customer (buyer) O0000000D
d. | No known customer (agent/logistics company) OO00O0OO0oOooao

Social Capital - Network Density, Weak and Strong ties, Bridging and Bonding ties

46. Degree of Reliance on Contacts:

Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a

somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent; NA- notapplicable

The contacts that the company relies on to supportitsexport | 1 2 3 4 5 6 7 NA
process are:.............
a. | ... CEO/Management team 00000000
b. | ...Embassies/High Commisions 000000 oo
b. | ...Ghanaian government agencies 00000000
c. | ... local export agents (non-governmental) O0O0o0o0Doao
d. | ... foreign agents (non-governmental) 000000 0a0o
e. | ... international partner/customer 000000 0o
f. | ... companies within association O00000 00
g. | ...companies outside association 0000000
h. | ... others (please indicate)..........cccoevvrcereenincincennns OO0o0o0ooo

47. Building/Maintaining contacts:

Please tick (v ) appropriate number from 1- very inefficient; 2- inefficient; 3- somewhat

inefficient 4- average; 5 — somewhat efficient; 6—efficient; 7- very efficient; NA- not

applicable.

The most efficient way to build/

maintain local and export chain Local trade Foreign trade

contacts for the company is through:
a. | ... tribal affiliations 12 34567 NAI12 34567 NA
b. | ... religious affiliations 0Oo0Do0oo0ooODoODOoo0|0o0DbDOoooD oo
c. | ... college or school alumni 0Oo0Do0oo0ooDoDoo0|0ooDoooD oo
d. | ... business associations 00000000 |0Do0DDbODO0o0o0DD 00
e. | ... government initiatives 000 o0oo0ODo0ODO0oO0D|0Do0DDbODO0o0o0ODD 00
f. | ... other (please indicate)................... Oo0Do0o0oDoDoo0|0o0DoooD oo
48a. Isyourcompany amember of anassociation? Yes...... No........ Please tick (v)

(If No, move to Q49)

48b. Which association(s) is your company a member of?




48c.
48d.
48e.

48f.

48g.

48h.

49a.

49b.

49¢

49d.

49e.

When did your company join/register with this association? ............ccccceeeevenerieninrenennens
For how many years has your company been a member of this association? .....................

What are the main activities of the association(s)?

TIL. ettt
How would you describe the frequency of your company's interactions with the
association?
Please tick (+) appropriate number from 1- very irregular; 2- irregular; 3- somewhat
irregular; 4- average; 5S—somewhatregular; 6—regular; 7- very regular

10 200 30 40050 600 70

What services or benefits have you received from the association in the past?

To what extent are the services or benefits useful to your organisation?
Please tick (v') appropriate number from 1- to a very low extent; 2- to a low extent; 3- to

some low extent; 4- to an average extent; 5 —to some high extent; 6 —to a high extent; 7-

toavery high extent 100 200 300 40500 601 70
Do youregularly use export information provided by the Ghana Export Promotion
Authority (GEPA)? Yes....... No......... Pleasetick (v)

If No, move to49d.

To what extent do you use/rely on information from the GEPA?
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 —to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent

100 200 300 40 50 60 71

Isthe information you get from the GEPA normally relevant? (addresses concern

and is timely) Yes....... No......... Please tick (v)
Do youneed the information from the GEPA? Yes....... No......... Pleasetick (v)
If No, moveto Q50

How cooperative is the staff of the GEPCin your dealings with it?
Please tick (v) appropriate number from 1- very uncooperative; 2- uncooperative; 3-
somewhat uncooperative; 4- average; 5 — somewhat cooperative; 6 — cooperative; 7-
very cooperative

100 200 301400500 601 70

149



49f. Which information from the GEPC is/would be/has been most valuable/helpful to
your organisation?
e.g.: information on the export process, information on marketing, etc.

49g. Who are the specific individuals/officers in the GEPC who are/would be/have been

of most help to you? Please list

Social Capital - Network trust and contract

50. Does the company use written contracts or agreements for its most important export
chain/deals?
Please tick (+) appropriate number from 1- not at all; 2- to a very low extent; 3- to a low
extent; 4- cannot determine; 5 — to an average extent; 6 — to a high extent; 7- to a very
high extent; NA-notapplicable
10 20 30 40 50 62 70 NAD
51. Isthe company faced with other unwritten requirements to ensure the performance of
these contracts or agreements?
Please tick () appropriate number from 1- not at all; 2- to a very low extent; 3- to a low
extent 4- cannot determine; 5 — to an average extent; 6 — to a high extent; 7- to a very high

extent; NA-notapplicable
100 200 300 400 500 60 700 NAL

Social Capital - Network Diversity,Integration and Complexity,

52.  How much percentage (%) of your products go to the following destinations:

Ghana %

usa %

Africa % COUNLIICS . .uuineeiieiiiieieeeens
EU %% COUNLTICS .. uuineeiteiiieiieieienns
Asia %% COUNLIICS .. v,
Oceania ... % COUNLTICS .. uuineeiteiiieiieieeenns
LatinAmerica ... P10 1183 (1
(please indicate)

TOTAL 100%
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53.

Frequency to export destinations:

Please tick ¢ ) appropriate number from 1- very irregular; 2- irregular; 3- somewhat
irregular; 4- average; 5 — somewhat regular; 6 — regular; 7- very regular ; NA-not
applicable

How often do you export to the following continents: 1 2 3456 7 NA
e USA 000000 O0aGo
e Affica 0OO00oooogao
e  Europe 000000 oao
L] LatinAmerica OD00o0oo00n0on
* Asia 00000000
*  Oceania 00000000

54a.

54b.

To what extent does the company have a large number of suppliers?

Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- notapplicable

100 200 370 400 500 60 700 NAD
How many suppliers does the companyhave? ..................cooiiiiiiiiine,

S54c¢. To what extent does the company have selected or preferred suppliers?

55a.

55b.
56.

Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 —to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- not applicable

100 200 300 400 500 601 701 NAIJ
Does the company have selected or preferred agents or buyers?
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 —to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- not applicable

10 200 30 40 50 60 700 NAD
How many preferred agents or buyers does the company have? ....................ccoeeen..
Marketing of Export Products:
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- notapplicable
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Marketing (excluding advertising) of export productsisdone |1 2 3 4 5 6 7 NA
by or through......

a.| ... local government agencies Oo00ODooooao

b. | ... contract outsourcing to agents in foreign countries O0o0o0o000o0

c. | ... reliance on international network ties of management team | (7 [ [ [ [ ] [] []

d. | ... using an incentive structure to reward customers who bring | (1 [ ] [ [ [J [ [J
in export orders

e. | ... other (please indicate)...........c.couvuiuiiiniineniiiiieenne. OO0o0oooooao

57(a). To what extent are transportation arrangements to export markets timely?
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- not applicable
100 200 300 400 500 601 711 NAL
57(b). To what extent are transportation arrangements to export markets cost effective?
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent; NA- not applicable
10 200 300 400 50 601 701 NAL
58.  Arethere major differences in export requirements of the countries you export to?
Please tick (v ) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent

100 200 300 400 500 6001 700 NAD
59a. Aretherelegal constrains on exports to specific destinations? Yes......... No

Pleasetick (v) IfNomoveto Q60.

59b. Please list three key contrains.

INSTITUTIONS
Proxies

60. Does the company make use of extension services? Yes ........... No

Please tick () If No move to Q62.
61. Extension Service and Timing:

Please tick (v ) appropriate number from 1- to a very low extent; 2- to a low extent; 3-toa
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high

extent; 7- to a very high extent
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1 2 3456 7NA
a. | Which institutional extension services does your company
make use of?
i. the government m] 0O0oooog
ii. the association 0000000 Q0
iii. private organizations 0 00000
b. | Do the extension services provide assistance during :
1. startup Oo0o0oooon
ii. planting O0O0o0oDoogoao
iii. harvesting Oo0Dooogoao
iv. post-harvest O00000o0a0
v. sales 00000000
vi. other (please iNdicate) ........coceovverreirineencncinenenen 0 0Oo0o0o0 O
62. Does the company make use of technical and professional services?
Yes........ No.........  Please tick (v) If No, move to Q64.
63. Useoftechnical and professional services:
Please tick (v) appropriate number from 1- to a very low extent; 2- to a low extent; 3-to a
somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a high
extent; 7- to a very high extent
1 2 3456 7 NA
a. | Which institution’s technical and professional services does your
company make use of?
i. the government uooooood
ii. the association O000oooao
iii. private organizations Oo0o0o0oonoan
b. | Do the technical and professional services provide assistance during:
i. planting OO0 o0ooooao
ii. harvesting OO0OoOO0OooOoao
iii. post-harvest OoDoDOoO0o00D0
iv. other (please INdicate) ........coecveveeerienienenenineeeeeeeen 0ooooooon
64. Effectiveness of services provided:

Please tick (v) appropriate number from 1- very ineffective; 2- ineffective; 3- somewhat
ineffective; 4- average; 5 — somewhat effective; 6 —effective; 7- very effective; NA-not

applicable (effective=frequency)

In your opinion, how effective are the services provided by: 1 2 3456 7NA
a. the government O0000000d
b. the association O000o0000
c. private organizations O0oo0o00o0on

65(a) Influence on Company's Export Performance:

Please tick (v) appropriate number from - very negative influence; 2- negative influence
3- somewhat negative influence; 4- average;5 — somewhat positive influence; 6 —

positive influence; 7- very positive influence; NA—notapplicable
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1 2 34567 NA
The influence of the following agents on the companies export
performance can be described as being:
i DNESIIES (€. e vveiveeiereeeieeeeeeeeeeeeeee e eeereeeenseene e e yoooooooo
ii.  public sector iNStEUtIONS (€. .. ecvevevereiriereieieierereeeieveeeaees o ooooo oo
1il. knowledge institutions (€.g................ eeeee) | 000 OO0 OO0
iv. financial INSHEULIONS (€.8. .. eververvierieieieieieeeeee e YO OO OO0o0oao
V. branch organisations (€.2.......cccceeveeeeierierierienieniesene e IO OOOOoOoOOaDo
Vi. trade associations(e.g............ .. )00 O0 OO0 o0o
vii. OtNET (€81 ettt e Yloooooo oo

65(b) Influence of Selected Institutional Factors on Company's Export Performance:
Please tick () appropriate number from 1- very negative influence; 2- negative influence
3- somewhat negative influence; 4- average; 5 — somewhat positive influence; 6 —

positive influence; 7- very positive influence; NA-not applicable
1 2 3456 7 NA

How is the influence of the following institutional factors on your
company’s export performance:

i.  Ghanaian export policy and regulations ooooooond
ii. political climate OO0o0ODo0oooogao
iii. transportation infrastructure O0DO0ooooao
iv. exchange rate O000000a0
V. economic environment 000 o0o00o0Q

65(c). Influence of Selected Institutional Services on Company's Export Performance:
Please tick () appropriate number from - very negative influence; 2- negative influence
3- somewhat negative influence; 4- average; 5 — somewhat positive influence; 6 —

positive influence; 7- very positive influence; NA-not applicable

1 2 3456 7NA

How is the influence of the services provided by the banking/
finance sector on your company’s export performance:

1. outreach/branches OoDoo0oooao
il. credit facilities Oo00o0oboon
ii. monitoring of contracts O0000oo0oao
iv. other (please INdIiCate) .........ccccceverueveerenuereienenene 00000000
FIRM PERFORMANCE
66. Whatis the amount of your sales/turnover over the period 2011-2015? (GH¢)
2011 2012 2013 2014 2015(projected)
67a. Whatis the number of staff over the period 2011-2015?
2011 2012 2013 2014 2015(projected)
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67b.

68a.

68b.

69.

70.

How many of the following category of workers are currently employed in your
company?
Toplevel........... Senior/Middlelevel........ Junior/Lowerlevel ..........
Workers............ Workers........... (01115 S
(full-time) (casual) (national service/attachment)
How much profit (after tax) is/was realised in the following years GH¢?
2011 2012 2013 2014 2015(projected)
What is/was operating costs plus cost of goods sold over the following years?
2011 2012 2013 2014 2015(projected)
How competitive is/are your products in the NTAE sector?
Please tick (v ) appropriate number from 1- very uncompetitive; 2- uncompetitive; 3-
somewhat uncompetitive; 4- average; 5- somewhat competitive; 6- competitive; 7-very
competitive

10 200 300 40 500 60 70
How would you describe the quality of your product?
Please tick () appropriate number from 1- very low; 2- low; 3- somewhat low; 4-
average; 5-somewhat high; 6- high; 7-very high

10 200 300 40 500 600 70

EXPORT PERFORMANCE

71a.

71b.

How would you rate the performance of your company in comparison with competing
companies inthelocal market?
Please tick (v ) appropriate number from 1- very poor performance; 2- poor
performance; 3- somewhat poor performance; 4- average; 5- somewhat good
performance; 6-good performance; 7-very good performance

10 200 300 40 50 60 70
How would you rate the performance of your company in comparison with competing
companies in the international market?
Please tick () appropriate number from 1- very poor performance; 2- poor performance;
3-somewhat poor performance; 4- average; 5- somewhat good performance; 6-good
performance; 7-very good performance

1020 30 40 50 600 70
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71c. Whatare the top three (3) biggest export challenges faced by SMEs in the NTAE sector?

Please list.

71d  Whattop three (3) suggestions do you have to improve the NTAE sector?

Please list

TEL. ettt bbb b bbbt b ettt
72. Improvements in the SME-NTAE Sector.

Please tick (v ) appropriate number from 1- to a very low extent; 2- to a low extent; 3- to

a somewhat low extent; 4- to an average extent; 5 — to a somewhat high extent; 6 —to a

high extent; 7- to a very high extent

1 2 3456 7 NA

In your opinion has there been an improvement in the
NTAE SME sector with respect to:

a. average market growth rate

b. number competing firms

ogooogoo
ogooogoo
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APPENDIX 7

Analyses on Export Performance

Table 1 Descriptive statistics

Item *Q | Min.| Max.| Mean Std.
Deviation

How competitive is/are your products in the NTAE 69 2 7 5.39 1.110

sector?

How would you describe the quality of your products? | 70 3 7 591 .996

How would you rate the performance of your
company in comparison with competing companies in | 71a 1 7 5.20 1.220
the local market?

How would you rate the performance of your
company in comparison with competing companies in | 71b 1 7 4.68 1.369
the international market?
Valid N (listwise) = 152

*Q= question

Table 2 Cronbach Alpha Results

Item Measure CA N

ExpPerformance Q71a Q71b .674 152

ExpNatQualPerf Q69 Q70 Q71a 720 152
Q69 Q70 Q71b .568 152

ExpIntQualPerf

ExpAllQualPerf Q69 Q70 Q71aQ71b 709 152

Table 1 provides the descriptive statistics of the 'Likert' scale questions measuring Export
performance. Table 2 provides the Cronbach Alpha of the different measures for Export
performance. The construct used in the final analysis (ExpAllQualPerf) had a Cronbach Alpha
above 0.7 (0.709). For the robustness tests presented in the Tables 3 and 4 the independent
variables (predictors) were first weighted by their respective score (factor loading) and
summated. The summated values for the constructs were used for the regression in SPSS. The
regression was done for each of the formative construct measures of the dependent variable.
Table 3 shows to what extent each of the formative construct measures is explained by the R

square and Adjusted R square in Table 4.6. Below Table 3 the computations are presented.
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Table3 Testfor robustness of formative construct measures - Regression results
Analysis based on Chapter 4 (Table 4.4)

Item Question | R Square| Adjusted R
Square

o . 69 167 .099

How competitive is/are your products in the NTAE sector?

How would you describe the quality of your products? 70 221 157

How would you rate the performance of your company in

comparison with competing companies in the local market? 71a 287 229

How would you rate the performance of your company in

comparison with competing companies in the international 71b 394 345

market?

Computation of the independent variables in Table 4.6:

Entrepreneurial strategy
Intend Expan=(0.771*R_intend expan_19b +.660*R intend expan 19c¢ +
0.826*R_intend expan_19d + 0.635* R _intend expan_19f)/ 4.

Innovation capacity
Biz_Outlook=(0.668* R_biz_outlook 27b + 0.872*R_biz_outlook 27c + 0.753*
R _biz_outlook 27d+0.882*R_biz_outlook 27¢)/ 4.

Upstream supply capacity
UpStream=(0.744*R_input supply 31la+ 0.841*R_input supply 31b+
0.816*R_input_supply 31c + 0.704*R_input_supply 31d)/ 4.

Downstream supply capacity (Q38 storage facilities)
DownStream=(0.824* R_DownStrSTTrans + 0.898*R_DownStrTrans )/ 2.

International experience

InternExp=(0.852*R _inter exp 16a+ 0.758* R inter exp 16b+ 0.882*R inter exp 16¢
+0.897*R _inter exp 16d)/ 4.
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Table 4 shows to what extent each of the formative construct measures is explained by the R

square and Adjusted R square in Table 6.5. Below Table 4 the computations are presented.

Table 4 Test for robustness of formative construct measures - Regression results
Analysis based on Chapter 6 (Table 6.5)

Item Question | R Square | Adjusted R
Square

L . 69 412 128

How competitive is/are your products in the NTAE sector?

How would you describe the quality of your products? 70 495 251

How would you rate the performance of your company in

comparison with competing companies in the local market?| 71a Al7 136

How would you rate the performance of your company in

comparison with competing companies in the international 71b .598 403

market?

Computation of the independent variables in Table 6.5:

International experience
Inter exp=( 0.921*R _inter exp 16a+ 0.909*R inter exp 16c + 0.833*
R inter_exp 16d)/3.

Export knowledge (reverse coded)

Mgt export_const=( RX mgt export const 32f*0.823 +

RX mgt export const 32g*0.899 + RX mgt export const 32h*0.799 +
RX mgt _export const 32i*0.804 + RX mgt export const 32j%0.651)/5.

Intended expansion
Intend expan=( R_intend expan 19b*0.903 + R intend expan 19¢*0.757 +
R _intend expan_19d*0.951 + R intend expan_19f*0.487 )/4.

Business outlook (technological leadership)
Biz_outlook=( R biz_outlook 27¢*0.914 + R _biz outlook 27¢*0.970)/2.

Building social networks

Buildingcontact soc=( R_buildingcontact_tribal foriegn 47aa*0.570 +
R buildingcontact religious foriegn 47bb*0.617 +
R_buildingcontact college foriegn 47cc*0.924 +

R _buildingcontact govt foreign 47ee*0.604)/4.
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Corporate governance
Corp_gover=( R _corp gover 24a*0.851 + R corp gover 24b*0.908 +

R corp gover 24c*(0.854)/3.

Operations and maintenance
Equip_operat=( R _equip_operat 25a*0.818 + R_equip_operat 25b*(0.895)/2.

Product development
Prodt devpmt=( R prodt devpmt 28ba*0.481 + R _prodt devpmt 28bb*0.822 +

R _prodt devpmt 28bc*0.821 + R prodt devpmt 28bd*0.859)/4.

Export mode
Form chan=( R_exportutlised finalcustomer 45¢*0.870 +

R_exportutlised knowncustomer 45d*0.862 )/2.

Extension service
Extservice=( R_assistance_extservice startup 61bi*0.905 +

R assistance extservice planting 61bii*0.939 +
R assistance_extservice harvesting_61biii*0.800 +

R assistance_extservice sales 61bv*0.394)/4.

Professional and technical support
Profservice=( R_assistance_profservice planting 63bi*0.939 +

R _assistance profservice harvesting 63bii*0.950)/2.

Access to finance
Access_fin=( R evaluate finance source 35a*0.799 +

R evaluate finance source 35b*(0.983 + R _evaluate finance source 35c¢*0.815 +
R _evaluate finance source 35d*0.860)/4.

Reference: Pavel, A., Tsipi, H., Hanan, M. & Nava, P. (2009). Validating Formative Partial
Least Squares (PLS) Models: Methodological Review and Empirical Illustration. /CIS 2009
Proceedings, 193. http://aisel.aisnet.org/icis2009/193
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APPENDIX 8

Descriptives of answers on questions Q71c and Q71d

71c. What are the top three biggest export challenges faced by SMEs in the
NTAE sector?

Frequency | Percentage | Cumulative
Percentage

No answer given 10 6.6 6.6
Poor/inadequate government 25 16.4 23.0
policy and government
interventions, much bureaucracy
Poor/inadequate logistics, roads, 38 25.0 48.0
transport, storage facilities
Inadequate monetary 52 342 82.2
interventions- finance, interest
rate, loans
Poor marketing of products, 9 59 88.2
packaging, knowledge of export
market requirements, rules etc.
Poor/absent services, utilities, 18 11.8 100.0
institutional services, poor
handling affecting quality of
products etc.
Total 152 100.0
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71d What are the top three suggestions you have to improve the NTAE sector?

Frequency | Percentage Cumulative

Percentage

No answer given 15 9.9 9.9
Improve govt. macro policies, sub-sector 53 34.9 44.7
policies, institutional policies, promoting
private sector initiatives, PPP programs
Improve export mode, expansion of 26 171 61.8
harbor and services, improve
infrastructure
Improve/implement govt. policy on 33 21.7 83.6
finance, bank policy, insurance for agric.,
PPPs, financing initiatives

Improve networking through associations, 11 7.2 90.8
provision of real time information on
trade regulations, protection of
intellectual property

Improve training and make it affordable, 14 9.2 100.0
improve utility services, prof. services,
place competent personnel in charge of
govt. inst.

Total 152 100.0
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APPENDIX 9
Recent Developments in Ghana's Shea Sector

The Ghana Tree Crop Development Authority Bill was passed in Parliament on December 2,
2019. The Bill now awaits Presidential assent to be passed into law. This achievement was a
collaboration between government and stakeholders in the tree crops industry. The Ghana Tree
Crop Development Authority (GTCDA) Bill seeks to regulate the tree crop sectors of cashew,

oil palm, shea, rubber, mango and coconut.

Currently, the Ghana Cocoa Board (COCOBOD) has the mandate to regulate shea marketing
and export through vetting and approving license applications of private buyers and exporters.
Shea is known as an ingredient in natural lines of cosmetics, food and confectionery industries
with significant increases in global demand since 2000. This positions shea as a leading non-
traditional export commodity although about 52% of total shea production is also not collected
in Ghana. Shea development is considered a potential in meeting the sustainable development
goal especially on poverty alleviation among rural women in the savannah zone in Ghana.
Although the Cocoa Research Institute of Ghana (CRIG) established a station at Bole in 1976
to carry out research into shea, none of the key policies and strategies for developing the

agricultural sector included shea.

The first Shea Development Strategy (SHEDS) was developed as a national strategy document
for 2015 to 2030 to serve as a roadmap for sustainable growth and development of shea. The
objectives are in three thematic areas: i) research, extension, plantation development and
conservation, ii) strategic stakeholder partnerships, iii) products development, marketing and
quality standards. The constraints identified for the shea sector in the strategy document
include: poor research extension, weak collaboration, coordination and information sharing.
The document also identified lack of interventions, duplication of efforts, poor organization of
producers and weak advocacy as constraints. The enabling environment is weak because
SMEs dominating the shea sector have weak entrepreneurial competence and access to credit
facilities and financial support pose a challenge. Further inadequate infrastructure such as
motorable roads, electricity and telecommunication facilities in shea growing areas has led to

the under development of the shea sector.

Sources:
1. Shea Unit, COCOBOD (September 2015). Shea Development Strategy 2015-2030.
Unpublished.

2. PN Africa (December 5, 2019). Legislative Alert. www.parliamentafrica.com
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Summary

Primary agriculture and agribusiness are considered vital to the economies of Sub Saharan
Africa (SSA) countries. However, contribution of Africa's agricultural exports to world trade is
less than 15% which is limited, given Africa's vast amount of arable land and resources. The
main agricultural features of SSA economies are small farm holdings, dependent on rain fed
agriculture, and working on a small portion of arable land. Agricultural produce (until the
1970s) were traditional exports, horticultural produce and high value cash crops including:
cocoa, tea, coffee, cotton, oranges, and, timber. With agriculture employing close to 60% of the
work force in Africa (majority classified as rural poor) and contributing averagely 30% of gross
domestic product, the foreign revenues generated could not stimulate development. This is
associated with the fact that African economies do not control world market prices, not much
investments went into agriculture, and exports had little added value. Two strategic
interventions stand out namely: improving the agriculture, and agribusiness environment, and,
diversification of export portfolios. African economies given the earlier status quo did not have
possibilities to leverage or exploit opportunities to their advantage. So, it comes as no surprise
that Africa's agriculture and agribusiness is receiving increasing attention from governments,
international partners, and donors, for the agri supply chains. In the last three decades, African
Union (AU) member states have sought to reverse the status quo and improve interventions by
commitment to more effective agriculture and agribusiness policies (CAADP targets). African
governments have embarked on export diversification (programmes/strategies) primarily non-
traditional exports including agricultural exports. Ghana is no exception, and in 2017, Ghana
was listed in World Development Indicators as one of the best performing countries in Africa
(30 percentage points away from the frontier- best performing country, New Zealand). In2019,
the International Monetary Fund (IMF) discussing the fastest growing SSA economies (per
GDP growth %) stated Ghana (7.6%) as one of the top three, behind Ethiopia (8.5%) and
Rwanda (7.8%). In spite of these positive statistics, Ghana has not metall CAADP targets. It is
a general perception that AU and state level policies on agriculture and agribusiness are not
properly aligned to positively impact agri supply chains and non-traditional agricultural
exports. The thesis explored this misalignment, focusing on NTAE SMEs in Ghana, their
characteristics, environment and export performance. It is considered that the findings will
contribute relevant information to support Ghana’s Global Agenda 2030 and the sustainable

development goals (SDGs).

This thesis addresses the following central research question and sub-questions. Within the
theoretical context of the Resource Based View (RBV), Supply Chain Management (SCM),
and network theories, which characteristics (specifically internal capabilities, resources and

network relationships) of NTAE SMEs and their business environment are positively related to
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their export performance? The sub-questions to be addressed are:

1. Which of the firms' internal capabilities are most relevant to NTAE SME export

performance?

2. Whatare the challenges that confront exporting NTAE SMEs and what could be done to
improve the situation?

3. What combination of the firm resources and network relationships are positively linked
to NTAE SME performance?

Overview of Agriculture and Agribusines in Sub Saharan Africa

Chapter 2 provides an overview of agriculture and agribusiness in Africa with reference to the
Comprehensive Africa Agriculture Development Programme (CAADP). The CAADP is a
classic initiative indicating what the different AU member states committed themselves to do
in order to improve Africa's agriculture and agribusiness. The study in Chapter 2 investigates
the viewpoints of 11 respondents (government officials, experts and professionals, who were
AU member representatives) from Tanzania, Mali, Mozambique, Kenya and Ghana on
different factors related to agriculture in their respective countries. The objective is to assess
whether external factors (public policy, financing, political wherewithal and creating
partnership opportunities for small scale farmer/enterprises) would support agriculture and
agribusiness. The viewpoints of the respondents are interpreted as an appreciation of the
importance of creating an enabling environment for agriculture and agribusiness. It is found
that for public policy, the “macro” state level policy is not adequately aligned with “micro” agri
supply chain factors. This explains some of the issues emanating from further studies in
Chapters 5 and 6 which suggest the upstream network linkages are poor between NTAE SMEs
and extension services. Further the downstream network coordination is equally poor as either
the certification processes/controls are not effective enough, export regulations are not strictly
adhered to, leading loss of export market (reject of goods). The weak institutional support also
means that the NTAE SMEs cannot build capacity to strengthen their resource base. The state
policy either does not address critical issues at micro level, policy formulation, and,
implementation is not participatory enough, or policy does not include agribusiness/value
added interventions. Again this may very well be reflected by the view of one respondent (Case
5) that “there are no explicit policy provisions on agribusiness in the broader agriculture policy
and that the agriculture policy was not very effective in general”. In one case the policy is
considered effective because of the positive developmental impact on small scale farmers,
creating downstream opportunities to reach modern markets through public-private
partnerships. Agribusiness financing is perceived to be inadequate, with urgings for more
government prioritization to support this. Perceptions on government commitment to

agribusiness development is used as a measure of partnerships opportunities. This indicator on
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agribusiness exceeded agriculture in only two cases reflecting more attention to agriculture
and less focus on value addition through agribusiness. Linkages for small scale farmers or agri
enterprises are effective in cases where substantial investments have been made in this or
where tourism is encouraged. It is concluded that an improved economic environment with
policies addressing the different phases of agri supply chains would be beneficial to all the 5
cases/countries.

Ele Agbe —Example of a Non-Traditional Agricultural Exports (NTAE) SME in Ghana's shea
sector.

Chapter 3 presents a case study on Ele Agbe, an SME operating in the downstream end of
Ghana's shea supply chain. The company is studied based on a face-to-face semi-structured
interview with the CEO. The shea sector is an NTAE sub-sector which is experiencing
increasing demand for shea, for use in skin and hair products. This gives Ele Agbe good market
opportunity(s). The SME has developed trade secret for its product lines for competitive edge.
This also means the company is required to build its capacity, to continuously innovate and
safeguard its knowledge build up. Through this the resource base is developed along the VRIN
concept of RBV. However Ele Agbe is confronted with the challenge of operating in an
unregulated sector (no policy/framework) resulting in gaps in the shea supply chain. Ele Agbe
has the intention of expanding export markets through its business networks. The SME is
constrained because it funds its operations through equity financing. The export knowledge
and international experience is driven by the CEO who has 18 years of work experience in
exporting. Although governance structures are weak, the SME meets all regulatory and
certification requirements for its operations. The company is important for rural poor women
to be employed as shea pickers. Upstream, the network relational embeddedness is strong,
based on trust and strong bonds. Ele Agbe has exploited network links with established buyers
who advertise its products on their website, in this way it can profit from e-platforms. In terms
of networks, the structural embeddedness with institutions is sparse. The company has not
registered with any of the shea associations nor with government export agencies. The CEO is
more concerned about the absence of a national sector policy for shea and lack of a shea
regulator. These seriously affect chain operations and increase costs of coordination of
activities. This case study showed that government facilitating micro credit lines for access to
finance by NTAE SMEs, such as Ele Agbe, improving the NTAE environment with sub-sector
policies, and strengthening the intellectual property (IP) framework to encourage IP

registrations would help to improve the performance of NTAEs.

Internal Capabilities and Export Performance of NTAE SMEs in Ghana
Chapter 4 discusses the internal capabilities (human and physical capital, social and

management team networks) of NTAE SMEs which are considered to positively impact export
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performance. The ability of NTAE SMEs to succeed in exporting is thought to be based on their
internal capabilities - the human capital (export knowledge), and the organization of the value
chain activities (upstream supply capacity). The study uses cross-sectional data from a sample
of 152 NTAE SME:s located in the coastal, forest and savannah zones of Ghana. Eighty three
percent (83%) of the cases are located in the coastal zone. Partial Least Squares Structural
Equation Modelling (PLS SEM) analyses is applied. PLS SEM is appropriate for smaller
sample sizes and reveals associations that may not reflect in standard regression or covariance-
based SEM methods. The results suggest that when competing internationally, the NTAE
SMEs could gain higher performance levels if they combine export knowledge with upstream
supply capacity. Export knowledge and good organization of the upstream supply capacity in
chain relations will help NTAE SMEs to gain better performance when competing in
international markets. The result about the importance of building upstream supply chain
relations is not surprising and suggests that the best SMEs, such as Ele Agbe in Chapter 2, are
able to integrate their upstream chain activities better than the average SMEs. The positive
impact of export knowledge on exporting shows that knowing how to get your goods into
foreign markets is essential for exporting NTAE SMEs. This supports the argument that
downstream chain networks and resources need to be properly aligned and strengthened. The
findings based on the export performance measures show that NTAE SMEs fare well with low
levels of entrepreneurial strategy and innovation capacity when competing locally but will
need higher levels of entrepreneurial strategy and innovation capacity when competing
internationally. From an RBV perspective, NTAE SMEs will have to build resources to
strengthen entrepreneurial strategy and innovation capacity. Implications of the study suggest
that NTAE SMEs could improve their social networks through building groups or associations
for export. These groups or associations are considered to undertake strong monitoring and
enforcement of rules. It is concluded that focusing on added value products, organising
franchise markets with links to multinational companies or large buyers, and diversification of

export markets can be helpful strategies for exporting NTAE SMEs.

Connecting the dots: A multiple case study of the network relations of NTAE SMEs in Ghana

Based on network theory, Chapter 5 discusses the optimal mix of internal firm factors (or
internal capabilities, human and physical capital, social and management team networks) and
contextual factors (such as institutions and supply chain complexity) for export performance.
The objective is to identify which combination of internal firm factors will lead to higher
performance in terms of firm size given different contextual factors. The CEOs and managers
of ten SMEs in the NTAE sector are interviewed face-to-face based on a structured
questionnaire containing both open and closed ended questions. The findings suggest that
performance is highest for those SMEs where the CEO has received tertiary level education
and has export experience for over five years, exports directly (no use of traders/agents), makes
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extensive use of Ghana's export institutions, uses export contracts and is a member of an SME
association. In general the NTAE SMEs face more challenges in their downstream than in their
upstream processes. The type of export product is a determinant factor for downstream costs.
The network relations in the upstream processes are mostly based on relational embeddedness,
that is, on trust (unwritten agreements) which has led to strong bonds over time. The strong
upstream relationships could be used by the SMEs to obtain bridging ties with other networks.
The scenario downstream is a little different. The networks are dense for NTAE SMEs who
belong to an association and sparse for those who do not. Although the agri supply chains
upstream are not that complex, location is thought to influence the number of actors that the
NTAE SME may have to connect to for export. Policy makers can use these findings to fine

tune their policy based on the different locations (coastal, forest and savannah zones) of SMEs.

NTAE performance in Ghana. Exporting SMEs' Characteristics, Export Mode and
Institutions

Chapter 6 investigates the combination of factors including SME characteristics, export mode
and institutional (services and financial) arrangements of exporting SMEs in the NTAE sector
to identify the factors that positively impact export performance and ultimately SME growth
and development. The study applied PLS SEM analysis on the 152 cases discussed in Chapter
4 in the NTAE sector in Ghana. The findings suggest export knowledge, corporate governance,
product development, and professional and technical support are positively related to export
performance. Interestingly, building social networks (except being a member of
associations/groups) is negatively related to export performance. A possible explanation might
be that networks based on tribal and religious affiliations, contacts via college and school
alumni and government initiatives are not the best way to find leads for export orders. The time
spent on building and maintaining these networks is detrimental to export performance. Also
export mode is negatively related to export performance. The reason for this finding might be
that in the case of Ghanaian NTAE SMEs the export mode is restricted. Most SMEs have to
conform to the schedules of export carriers/freight forwarders to export their goods. Extension
services and access to finance are not significantly related to export performance. These
suggest that in the upstream chain operations and activities, institutional networks and
coordination are poor. In relation to agri supply chains this finding is disturbing as it indicates

that micro and macro level policies are misaligned.

The study sample was categorised (non-processed, semi-processed and processed) as opposed
to classification (horticultural products, oil seeds and nuts, dairy products etc.) making
recommendations generic to the NTAE sector as a whole and not specific to sub-sectors. The
results of this study will help shape and focus prioritization of policy interventions in the NTAE

SME sector. Some policy intervention could include, encouraging public private partnerships
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where government shortfalls in NTAE support are identified. There is the need to create and
make more incentives available to private sector actors in agri supply chains in order to
strengthen their resource base and internal capacities, so that more services can be provided.
Government interventions leading to coordinated arrangements with international
carriers/transporters could improve the limited transport options available locally to NTAE
SME:s.
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