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Abstractd The purpose of this study was to understand the
challenges SME managers in a developing economy such as
Ghana face in retaining their employees and how the situation
could be mediated. This is because Ghanaian small and medium-
size enterprises are overwhelmed with the issue of how to retain
their employees. Using a quantitative approach, data was
collected from a sample of 300 SME managers and employees in
fifteen small and medium firms in the manufacturing, financial,
hospitality, IT, retail and service industries, it was found that the
firms’ HR practices significantly impact negatively employee
retention. It is therefore concluded that the best retention
strategies available to SMEs in Ghana is the need to adopt a
flexible workplace practices and work family support policies as
well as focusing on good reward management practices.
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l. INTRODUCTION

Small and medium-size enterprises (SMEs) are seen as
engines of growth of many nations especially the developing
countries. They are described as efficient and productive job
creators, the seeds of big businesses and the fuel of national
economic engines [1]. Not only in developing countries but
SME is also considered by developed industrial economies as
the largest employer of workers [1]. In a global context, SMEs
are usually regarded as agent for innovation, economic growth,
employment generation, and wealth creation [2]. Constituting
about 70% of employment in the private sector, the SMEs in
Hungary for instance contribute about 50% of Gross Domestic
Product (GDP) and 18% of the countryds export [3]. As [1]
highlighted, in most African countries, the SME sector also
represents over 90% of private business and offer more than
50% of employment and of GDP (UNIDO, 1999).

The dynamic roles and contributions of SMEs in Ghana are
not different from the global statistics given above. It is
estimated that the sector offers about 85% of manufacturing
employment in Ghana and also believed to be contributing
about 70% and 92% to Ghanads GDP and businesses in Ghana
respectively [1]. Ghana, like many other nations, has
government policies towards private sector development that
aimed at creating economic and regulatory environment that is
more business friendly. Ghanads history of government
initiatives to promote and finance SMEs dated as far back as
1969 when Bank of Ghana established Credit Guarantee

Scheme to assist entrepreneurs in obtaining bank credits
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[4]. The report continued that in 1970 the government also
introduced Ghana Business Promotion Programme with the
objective of assisting newly established and existing SMEs.
The support for Ghanaian SMEs intensified as the government
later in 1990 also created the National Board for Small-scale
Industries (NBSSI) to oversee the Fund for Small and Medium
Enterprise Development (FUMED). The rationale behind all
these initiatives is that SMEs are the focal point of
governmentds effort to spur growth and reduce poverty [4]. Yet
the issue of employee retention in SMEs is a key challenge
which concerns SME managers regarding their sustainability
and profitability. This challenge is most worrisome due to the
dearth of capital, machinery and other necessary factors needed
in the smooth running of the firm.

The purpose of this study therefore, is to provide an
understanding on the employee retention challenges faced by
SME managers in Ghana and also identify requisite strategies
for mediating such challenges. In this regard, this study was
underlined by the following research questions; (i) what are the
key challenges faced by SME Managers in retaining their
employees? (ii) How do HR practices carried out in Ghanaian
SMEs affect employee retention? (iii) What are some of the
best retention strategies that SMEs in Ghana can adopt to
manage the issue of employee turnover?

II.  LITERATURE REVIEW

In most countries, small and medium-size enterprises (SMESs)
play a very significant role in the social and economic
development. They form greater percentage of companies in
most nations. According to [5] small businesses were affected
by such internal and external factors as competition, employee
relations, organisational culture, and entrepreneurial
objectives. Internally, small businesses may have problem
with how to retain their key employees whereas the external
concerns may be intense competitions from the outside the
organization [5]. Even poor organizational culture discourages
employee retention and may also not support competitive
advantage [5].

A. Firms constituting SMEs in Ghana

In view of the enormous contributions of SMEs and the
effort of the government to ensure its survival, it would be
interesting to know which groups of enterprise come under the
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umbrella of SMEs. It has been a major issue of concern in
literature in an attempt to define what constitute SMEs as its
definitions have many components [1]. Thus, there is no
uniformly acceptable single definition for SME [6]. The
definitions span from the use of size of the firm (number of
employees, turnover, net worth, and so on), legal status, to
methods of production [1]. However, as [1] noted, in an
attempt to categorize firms by size, there is the tendency to
error because in some sectors all firms may be regarded as
small whereas in other sectors there is a possibility that no firm
will be classified as small [6].

The Ghana Statistical Service categorizes small-size
enterprises as firms with less than 10 employees whilst those
with more than 10 employees as medium and large-size
enterprises. The National Board of Small Scale Industries
(NBSSI) uses number of employees and fixed asset to define
SMEs. It defines small scale enterprises as ones that have less
than 9 workers with plants and machinery (excluding land,
building and vehicles) whose value does not exceed 10 million
Ghana cedis. The Ghana Venture Capital Trust Fund Act,
2004, Act 680 also defines SMEs as enterprises w hich
employs not more than 100 persons with total asset value (
excluding land and building) not exceeding cedi equivalent of
$I million.

B. Managers of SMEs in Ghana

Small and medium-size enterprise managers refer to people
who are responsible for the running of business classified as
SMEs. They are the executives of these firms who see to the
strategic direction and or the management of the operational
and administrative aspects of the firm. In some cases, these
managers are also the owners of the business while others are
close family members like spouses. The relationship between
the manager and the business is of enormous importance to the
success of the firm and especially how its employees are
managed. As noted by [7], the owner-manager relation
determines the behavioral characteristics of the SME. This
implies that if the owner-manager is not people-person or lacks
the competency to manage human resources of the firm,
employee turnover will be high in that SME. Reference [8] in
their research on Gdfactors influencing small and medium
enterprises (SMEs): an exploratory study of owner/manager
and firm characteristicséd had similar findings regarding owner-
manager relations. By using self-administered questionnaire on
523 SMEs in Nigeria, they found that such owner-managers
characteristics as age, education, previous experience, and
other motivations like finance, employment creation and self-
fulfilment, impacted the smooth running of their SME
organisations.

Some of these owner-managers have the wrong notion that,
there are a lot of people outside there looking for jobs and can
fire and hire to replace with ease at the least provocation or
mistake by employees. At times these close relations as SME
managers do not go through formal processes of hiring and
may also not possess the required competencies to run the
business. Regarding these SME managerial issues, [9]
administered questionnaires on 72 SME executives in Ghana.
By employing descriptive statistics for their data analysis, the
results indicated, although executives of small firms in
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developing economies were competent in making their firms
competitive, they were unable to use their competences to
simultaneously achieve efficiency and effectiveness in
managing their workplaces.

To manage employees effectively and retain them in
organisation, SME managers should understand and appreciate
individuality or personality of their employees. Personality is
defined as a personds relatively stable and lasting strand of
thoughts, feelings, and actions [10]. This means that employee
personality helps us to understand why an employee behaves in
a particular way at the workplace. Reference [10] further
explained that such individuals are committed to the
organisation, exhibit citizenship behaviour (e.g. going beyond
the normal duties), and were more likely to stay with the
organisation. It should be noted that both employees and
organisations have needs and where these needs are at
variance, conflict can occur in organisation when these needs
are not attended to in a diplomatic way. SME managers who
are involved in recruitment and selection should have the skills
to recruit the best employees for their firms. According to [9]
managers of SME in Ghana have the competency to make their
organisation competitive, but are unable to utilise these
competencies for their workplace effectiveness and efficiency.

C. Employee retention in small and medium-size enterprises

Employee retention is defined by [11] as combined effort of
policies and practices that cause employees to remain with an
organisation for a longer period of time. The turnover of key
employees can have a disproportionate impact on the business
[11]. The reason is that employers spend considerable amount
of time, money and other resources to train and develop their
employees [11]. It becomes disheartening for organisation
especially HR practitioners when they see their employees
leave the organisation [11]. Every organisation wishes to
retain its key employees and they are the very ones most likely
to leave [11]. Employee leaving organisation usually referred
to as employee turnover or separations can be divided into two
main categories: voluntary and involuntary separations.
Voluntary separations refers situation where an employee
decides to leave the employer either for personal or
professional reasons while involuntary separations occurs when
the employer decides to terminate its relationship with an
employee, due to business demands such as a poor fit between
the employee and the organisation or ec onomic necessity
[12]. With the involuntary separation, the reasons for leaving
the workplace are independent of the affected employees such
as downsizing or restructuring [13].

This study is more interested in the voluntary separation or
turnover. In this type of separation, the decision to quit one job
could be that the employee had been offered better job, career
change, family reasons, poor working conditions, low pay or
benefits, a bad relationship with a supervisor [12]. The reasons
for leaving ones job voluntarily are many but most of them are
avoidable. According to [12]) recent studies had shown that
approximately 80 percent of voluntary separations were
avoidable and this could be achieved through investing in
quality HR management practices. The bedeviling effect of
voluntary employee attrition and the need to adopt prudent
retention strategies have been on HROs agenda since time
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immemorial. For instance as far back as 1900s the industrial
engineers and psychologist attempted to figure out the reasons
behind the employeeds interest in various jobs [12]. According
to these researchers well over 1000 separate studies on
employee separations had been carried to date and in all, the
focus had been on why employees quit, and what could be
done to remedy the situation. The findings from these studies
were similar. In the study by [12], it was found that employees
would quit their organisation due largely to reasons that ranged
from personal characteristics, job characteristics, to economic
factors. Similarly, [14] also found in their study of staff
retention in public libraries in Ghana that graduate
professionals left Ghana Library Board due mainly to
managerial style and the organisational structure, low pay,
delayed and promotion. According to [14], their respondents
indicated that inadequate funding was being attributed to
managementds inability to raise the image of the board and the
public library system. Reference [14]), also found that graduate
professionals were embarrassed by managementds adherence to
traditional roles and lack of interest in diversifying activities
from the traditional roles to modern trends in public
librarianship.

In a study of high fliers by [15], it was discovered that such
factors as providing challenge and achievement opportunities,
mentors, realistic self-assessment and feedback processes,
aided the retention and motivation of high performers. The
trend of the findings continues as recorded in a recent empirical
study by [13] on the influence of retention strategies and labour
turnover in the hospitality industry in Ghana. The study
revealed that labour turnover was rampant in the hotel industry
in Ghana and that there were inadequate retention strategies to
reverse the situation. The main causes of the labour turnover
recorded include low salary, poor conditions of service, and
lack of expertise of owner/manager and as a result, qualified
professionals who were frustrated by the owners left for other
industries. Similarly, [16] also found that small businesses in
Ghana were challenged with high employee turnover and also
lose their experienced employees to large firms who poached
them with higher salaries.

Ill. METHODOLOGY

A. Data Collection

Data for this study was collected using questionnaire. The
questionnaire had three sections; Section A sought
demographical information while section B explored the
challenges of employee retention. Section C entailed questions
on HR practices and employee retention strategies. The target
population was employees and managers of SMEs in Ghana
that employ less than 100 employees. Quota sampling
technique was used in selecting the study respondents from
firms in the manufacturing, financial, hospitality, IT, retail and
service industries. According to [17], quota sampling technique
ensures that there are differences in each sample taken and this
corrects the bias in convenient sampling.

The study sampled a total of 300 respondents consisting of
30 managers and 270 employees. The reason for the allocation
was that employees were the main problem under study and the
study was interested in how SME managers could retain them
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by exploring what would attract employees to stay in their
firm. Another reason was that, ordinarily, there are more
employees in an organisation than managers. The 300 sample
size was believed to be a good representation of the population
because most of the previous related empirical studies used a
sample ranges from 70-600. For instance, [8] used self-
administered questionnaire on 523 SMEs in Nigeria to explore
factors influencing SME: owner/manager and firm
characteristics, while [9] administered questionnaires on 72
SME executives to explore managerial competence and non-
performance of small firms in Ghana. The researchers visited
all the selected SMEs for the study to administer the
guestionnaires to managers and employees. The researcher
sought permission from the firmsd managers/owners before
administering the questionnaires to the respondents. Where
respondents could not complete the questionnaire momentarily,
the researcher was asked to come either the following day or
two for collection. In that case, to protect individualfs
responses, employees were asked to keep their completed
questionnaires until the researcher returned and collected
directly from them or were asked to submit them to the
companyds front desk. The duration for data collection was
three months (i.e. from February, 2013 to April, 2013).

B. Data Analysis

All the items in the questionnaires were coded by
assigning numerical values to them and then analysed using
Statistical Package for the Social Sciences (SPSS) software
version 20. Both descriptive and inferential statistics were
used in the data analyses.

IV. RESULTS AND DISCUSSION

The study administered 300 questionnaires to employees in
Ghanaian SMEs, out of which 274 usable ones were received,
and this represents 82.7 % response rate. Of the total received,
248 were from employees and 26 from managers. The
demographic analysis of the employee participants showed that
157 (63.3%) of 248 of the study participants were males while
the remaining 91 (36.7%) were females. The managers
consisted of 19 (73.1%) males and 7 (26.9%) females. The age
profile of the participants showed that there is youthful
population of employees in Ghanaian SMEs as 59.5% of the
employees were within the age range of 18-30 years. Appraisal
of the participantsd educational background showed that 95
(38.3%) of them are secondary school leavers, 60 (24.2%) are
junior high school leavers, 65 are university graduates, while
27 (10.9%) had other forms of educational training. Majority of
the employee respondents, 109(44%) had been with their firms
for less than one year, while 95 (38.3%) of them have served
between 2 to 4 years. Twenty three (9.3%) of the participants
had been with their firms for a period of 5-10 years with
another 21(8.5%) spending more than 11 years. This means
most employees in SMEs have been with their SMEs for only a
short period. It also signifies high employee turnover as they do
not stay in their organization for a long time.

The study also administered 30 questionnaires to SME
Managers in Ghana to find out the challenges they face as far
as employee retention was concerned. Out of this figure, 26
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questionnaires representing 87% response rate, were received.
Unlike the employeesd, all the managersd questionnaires were
fully executed. For the managers, 10 (38.5%) of them were 41
years and above while the remaining 16 (61.5%) were in their
youthful age 18-40 years. Thirteen (50%) managers had
worked with their firms for a period of more than 5 years while
the remainder spending 5 years and below.

A. Appraisal of the challenges in managing employee
retention.

The first research question states: 66What are the key
challenges faced by SME managers in retaining their
employees?d0. Analysis of the result on turnover showed 19
(73.1%) managers reporting that up to 9 employees do leave
their firms every quarter, which situation could be translated
to up to 36 employeesd departure per year. This finding agrees
with that of [16] who also found that small firms in Ghana
were challenged with high employee turnover and also would
normally lose their experienced employees to large
organizations who poached them with higher salaries.

B. Appraisal of how employees leave their firm.

The study also assessed the mode through which
employees leave their firms as that could also be problematic
for the manager and the organization as whole. The result of
their responses is shown in the figure 1 below.
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Fig. 1. Distribution of how employees leave their firm

From the figure 1a bove, while 10 (38.5%) of the
managers, constituting majority, reported that employees
would normally write resignation letter without serving the
required notice period, 211(85.1%),majority of the employees
were, however, of the opinion that they did give resignation
letter and serve the required notice period. This is an
interesting finding but since the challenge is faced by the
managers, this research will want to go with the managers.
From the managerso perspective, 9(34.6%) also indicated that
employees normally give resignation letter and serve the
required notice period, followed by 6(23.1%) and 1(3.8%) of
the managers stating that 6vacation of postd and dnotify
supervisor by word of mouth today and leave next dayd
respectively as the mode through which employees normally
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leave their firms. Again from the perspective of the
employees, while 19(7.7%) indicated that they would write
resignation letter without serving the required notice period,
10(4.0%) said they would vacate post, if they were to get
better offer elsewhere. Only 8(3.2%) of the employees stated
that they would just notify supervisor by word of mouth today
and leave next day, if they chanced on a better offer in another
company. Therefore, majority of the employees leave their
SMEs without serving the required notice period of
resignation. According to the Ghana Labour Act 651, 2003, an
employee who has an employment contract of three or more
and wishes to resign must give one monthds notice or one
monthds pay in lieu of notice, and two weeksb notice where the
contract is less than three years. Although from the findings
most of them would fulfill the statutory requirement of having
their notice in writing, they fail to serve the required notice.
The notice period provided is intended for the employer to
prepare for their replacement but how these employee leave
presents a challenge of having to hurriedly bring someone on
board which has its own implications.

C. Appraisal of reasons employees give when leaving their
firm.

To know the reasons employees normally give when
leaving their firm, the managersd responses are shown in
figure 2 below.
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Fig. 2. Distribution of reasons employees give when leaving their firm

The figure 13 a bove depicted that 10 m anagers
representing 38.5% reported that employees assign no reasons
when leaving their firm, followed by 7(26.9%) indicating
Obetter offerd , another 7(26.9%) stated 6further educationd as
reasons employees normally give for separating with their
CJorganization. One manager representing 3.8% indicated that
further education and no reasons are the two common reasons
employees give when leaving the firm. Again, only 1 (3.8%)
manager stated that employees normally give better offer and
no reasons as two common reasons when ending working
relationship with their [Jorganization. These findings indicate
that SME employees in Ghana typically do provide no reasons
when leaving their firm. This is very challenging for the
managers in that they have no idea of what is causing their
high turnover rate.
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D. Standard multiple regression analysis of SMEs Human
Resource practices and employee retention

In answering research question two which states: How do
HR practices carried out in Ghanaian SMEs affect employee
retention, multiple regression analysis was conducted to the
impact of such HR practices employees’ retention. By using
employee retention and HR practices as dependent and
independent variables respectively, the regression analysis
result is given in table 1 below.

TABLE1 STANDARD MULTIPLE REGRESSION ESITMATES OF HR ON
EMPLOYEE RETENTION
Unstandardized Standardized
Predictors Coefficients Coefficients t p
B
B Std. Error
Constant 2.874 0.307 9.348 0.000
Recruitment & | - 54 0.001 -0.008 -0.142 | 0.887
Selection
Training &
Development -0.019 0.016 - 0.096 -1.220 | 0.224
Reward
management -0.053 0.019 -0.212 -2:276 | 0.006
Employee 0.075 0.014 0.327 5321 | 0.000
Engagement
Flexible -0.167 | 0.026 -0.386 -6.493 | 0.000
workplace
Employee
Involvement 0.115 0.054 0.160 2.141 | 0.033

From table 1 above, the correlation coefficient (R) using
all the predictors is 0.502 (R?=.252) and the Adjusted R? is
0.233. This means 23% of the variance in employee retention
is predicted by HR practices. The F (6, 241) = 13.499 and the
beta value for the predictors (B = 0.000, p < 0.05) indicated
that HR practices were significant predictors of employee
retention. Recruitment and selection, and training and
development as predictors correlate negatively but their effects
on employee retention were insignificant as their beta values
shows. Employee engagement though had a significant p value
of 0.000, and it correlated positively with employee retention.
However, the combined effect of all the HR practices used as
predictors significantly had an impact on employee retention.
Therefore, the answer to research question two is that HR
practices in Ghanaian SMEs significant affect employee
retention. This means that HR practices such as recruitment
and selection, training and development, reward management,
employee engagement, flexible workplace, employee
involvement,  collectively affect employee retention
significantly. These findings empirically lend credence to
theoretical argument and empirically studies that HR practices
impact employee retention ([18], [19]).

E. Evaluation of impact of recruitment and selection
practices on employee retention.

The result of the multiple regression indicated that
although recruitment and selection had a negative relationship
with employee retention meaning good recruitment and
selection practices lowers employee turnover, the relationship
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was not significant (Bf=-.008, P=.887). The negative
relationship indicated by the B of -.008 can be attributed to the
how SME carry their recruitment and selection. The
insignificant negative relationship between recruitment and
selection, and employee retention points that SMEs may have
the right candidates regardless of their methods of recruitment.
So employee intention to quit their SMEs should be attributed
to other factors.

F. Evaluation of impact of training and development
practices on employee retention

Similarly, training and development also had a negative
relationship with employee retention, an indicative of the fact
that there is a lower tendency for employee to quit their SMEs
where there is greater opportunity for training and
development. This finding is partially in tune with [20] who
also found a negative relationship of career development and
employee turnover among marketing executives in Sri Lanka.
Again, [21] also found training and development negatively
correlated with turnover intention although statistically
insignificantly. An explanation for these insignificant negative
relationships shown by these studies could be that training and
development as a retention tool is becoming obsolete. Unlike
in the past where employees become excited when slated for
training, it is not the case these days. Employees may have the
wrong notion that management is just interested in getting
them to perform their assign duties, yet there is no immediate
commensurate remuneration for effort expense after the
training.

Another reason for dwindled interest and enthusiasm in
training is that unlike in the past where employees were
scheduled for training and development activities outside their
organization, and travel oversea, with the power of technology
today, most of the training and developmental activities are
delivered online. Employees can be at their workstations for
several years and yet have all their necessary training and
development programmes done. Hence, employees may have
the training opportunities alright and despite the fact that how
training is packaged may not even motivate them, this may not
be enough reasons for them to leave.

G. Evaluation of impact of reward management practices on
employee retention

Unlike the previous HR practices discussed (recruitment &
selection, and training & development) which had an
insignificant negative relationship with employee retention,
there was a significant negative correlation between reward
management and employee intention to quit (p=-.212,
P=.006). This finding also supports some empirical studies
which have found that that there is a strong negative
correlation between rewards and turnover ([20], [21]). This
study was not interested in even how much SMEs employees
were paid or whether or not they were satisfied with their
salary, because salaries for these employees had been found to
be low ([22], [23], [13]). Rather, the study was interested in
how reward were administered or managed in SMEs in Ghana.
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Some of the questions that were asked under reward
management include: (i) I like the benefits my company offers
me as | really need them, (ii) my company pays us on time,
and (iii) reward is fairly administered in our organization.

At times organization may have benefits programmes yet
may be irrelevant to the most of the employees. What happens
is that some managers fail to do a thorough analysis of the
demographic of the employees and an assessment of the real
need for the benefits programmes being introduced. Kindly let
us use the demographic results of this study as an example,
where majority of the employees are single and never married,
and in their youthful age, and we decide to introduce a
benefits programme like a medical insurance cover for an
employee, a spouse, and two dependents at a premium of GH¢
300.00 each for all eligible employees. Most often than not,
the eligibility requirement is whether or the employee is a
temporary or permanent staff. In this scenario, obviously, it is
not relevant as most of the employees obviously do not need
these benefits. Until a 23 year old young man/woman
employee gets married at age 30, he would have to work for
about 7 years to be able to enjoy fully the benefits of this
medical insurance cover, meanwhile he may be facing such
basic issue as rent. It is therefore important for SME managers
to be proactive in assessing the real need of their employees
and if possible introduce what is referred to as cafeteria type
of benefits, where employees can voluntarily choose the
benefits package they really need at a given time. In respect of
the second statement: ‘“‘My company pays us on time’’. As a
number of studies have revealed, salaries for employees are
generally low for Ghanaian SME employees, it is very
disheartening if the small salary has to be delayed in payment
every month. There is nothing more disturbing than to be
disappointed on pay day when all your colleagues in other
firms have been paid. Further the third statement *‘reward is
fairly administered in our organization’ suggests a major
concern for SME employees. It is likely that most SMEs do
not have salary structure, and one’s salary may be dependent
on how much he is able to negotiate at the time of hire. It is
interesting to note that even though salary information is
supposed to be or is kept confidential, it will apparently leak
and create problem if it is internally not equitable or fair.
Employees typically discuss among themselves their
remuneration and it is therefore important that the little the
SMEs have for their employees is shared fairly and equitably.

Reward is an issue that needs to be taken care of seriously
in every organization especially in small firms in Ghana. In
term of theory, this finding may not support Herzberg’s true
motivators such as sense of achievement, how challenging the
job is, recognition, the level of discretion involved, employee
growth and advancement, and responsibility. The ‘motivator’
aspect of the Herzberg two-factor theory is questionable when
it comes to its application to employees in developing
countries and most especially those in Ghanaian SMEs. The
demographic characteristics of the respondents in this study
showed that majority of them were in their youthful age or
were simply young adults, single and had never married. In
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Ghanaian organization, this class of employees is not so much
interested in  recognition, growth and advancement
opportunities, and  challenging jobs as delineated by
Herzberg and his followers as key motivators, because they
are still struggling with the basic social needs like food,
clothing, shelter and other basic necessities of life. Unlike the
advanced countries where some of these basic needs are not
much of a problem, in Ghana, the key motivator regarding
these young adults is the opportunity that can help them
satisfy their basic social needs. It is not surprising for a
Ghanaian SME employee to leave for another company even
if the difference in salary is as insignificant as GHC 20.00
(US$10.00). This is not to say that Herzberg motivators are
not applicable in Ghana but to say that due cognizance should
be given to social demographic characteristics of the
employees when we have to apply some of these western
theories on motivation. Realistically, they are applicable to
employees in senior management positions who have already
crossed the threshold of these basic social needs. It is therefore
important for HR practitioners and managers alike in Ghana to
consider these things when designing their personnel policies.

H. Evaluation of impact of employee engagement and
involvement practices on employee retention

The findings under these HR practices showed that there
were significant but positive correlations between employee
engagement, and involvement and retention. Engagement and
retention had beta value of $=.327 and significant at p=.000,
an indication that the more employees are engaged the high
the tendency that they would leave the organization. Similarly,
employment involvement and retention also had value f=.160
and significant at p=.033, suggesting that when employees are
involved and empowered in the organization, they rather tend
to leave. Scholars have suggested that a corporate culture that
is characterized with good working condition, team work,
opportunity for skill development, growth, an opportunity to
contribute, work environment, and leadership style ([24], [11])
are the key drivers of employee engagement whereas activities
like employee suggestion teams, job design, quality circles,
work council, [12] characterized employee involvement. A
critical evaluation of these drivers suggests an explanation for
this study’s findings on employee engagement and
involvement. An employee may find himself in an
environment where he can contribute, offer suggestions, have
splendid team to work with, skill development and growth
opportunity, however he will definitely leave if he is not able
to meet certain basic social needs with his salary offer by that
organization. It therefore, stands to reason that some Ghanaian
SME employees may be engaged, involved and empowered as
the findings suggest and will go the extra mile to get job done,
but where all these extra efforts do not bring immediate
monetary, it is not surprising to find them expressing intention
to quit their firm.
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I. Evaluation of impact of flexible workplace practices on
employee retention

It was found that out of the six HR practices considered in
this study, flexible workplace had the strongest correlation
with employee retention (f=.386, p=.000) indicating that
where an organization offers flexibility in workplace,
employees are less likely to leave. This finding supports the
other previous findings ([25], [26], [27]) that workplace
flexibility and work-life support policies reduce employee
intentions to quit their firm. There are a number of options
available to organization regarding workplace flexibility. Few
examples include core time, part-time work, special leave,
compressed workweek, and telecommuting. This study
explored on only the core time-a flexible workplace strategy
which gives all employees some leeway regarding reporting
time at work but expect each employee to make the required
hours of work before leaving. Employees were asked to
indicate (i) whether their working hours were fixed (e.g., 8.00
am - 5.00 pm) or (ii) whether their organization offered core
time. Other options of flexible workplace were not considered
because the telecommunicating, for instance, would require
that the firm had a robust IT infrastructure which most
Ghanaian SMEs may not have advanced technically and
financially to that level.

In Ghana, most companies, in this regard, both SMEs and
large organizations typically have a convention of working
hours being 8.00 am -5.00 pm although some few MNCs have
shift system of morning and night or morning, afternoon and
night work. The challenges is that most Ghanaians employees
especially those working in the capital city, Accra spend about
two hours going to work and same hours or even longer going
back home. In the morning, one can decides to wake up early
to beat the motor traffic but the situation will be worse when
going back home because the worker cannot decide to set off
home early but must wait until it is 5.00 pm, the official
closing time. Invariably employees who stay far from the city
are worse off because as a matter of fact they get home very
late, and do not have enough rest for the next day. It is
therefore not surprising that the result found a negative
significant correlation. In another observation is that most of
the companies in Accra are cited in the Accra central or Tema
and its peripheral, causing the traffic to toll at one direction. It
is worrying to note that it is these low earning SME employees
who stay far away from their workplace. In reality, the only
place they can find affordable accommodation is the outskirt
of the city e.g. Kasoa, Afienya, Mallam, Zeno, which are all
far away from their workplace. The managers, on the other
hand, are found living in places like Cantonments, Airport
residential area which are few distance from their workplace,
yet expecting employees to beat the traffic and report for work
before or at 8.00 am. In essence, it is not argued that
employees should be accommodated in places close to their
workplace as some recruiters will require but at least the
“‘core time’” concept when introduced can help employees to
come to work early and close early as well. To this end, SME
managers in Ghana can break the convention of working 8.00
am-5.00 pm and give varying working periods that will bring

E-ISSN: 1998-4308

Volume 15, 2021

some level of flexibility to the employees yet not
compromising their operations.

J. Stepwise Standard multiple regression analysis of SMEs
Human Resource practices and employee retention

The third research question states: what are some of the
best retention strategies that SMEs in Ghana should adopt to
manage the issue of employee turnover? In answering this
question, a stepwise-multiple regression was conducted to find
the extent of contribution of each of the HR practices
(recruitment and selection, training and development, reward
management, employee engagement, flexible workplace,
employee involvement) to employee retention. The result is
presented in the table 2 below.

The results of the stepwise regression in the table 2 above
indicated that there were three predictors, namely flexible
workplace, employee engagement, rewards management, that
significantly affect employee retention. Flexible workplace
had the highest beta value accounting for 13.7%, followed by
employee engagement and reward management which
contributed 6.5% and 3% respectively of the variation in
employee retention in Ghanaian SMEs. The results continued
that recruitment and selection, training and development, and
employee involvement did not contribute significantly to the
model and were thus excluded from the model. The overall F
(3,244) is 25.102 and the beta value for the predicted variables
(B = 0.000, p < 0.05) thus indicating that Flexible workplace,
employee engagement, and rewards management explained
about 23% of the variance in employee retention. However,
employee engagement correlated positively to the employee
retention as its beta of value 0.327 showed in the step 3 of the
table. Hence, the answer to the third research is that SME
should focus on flexible workplace and good reward
management as key employee strategies. This means findings
from the stepwise regression analysis indicate that flexible
workplace and good reward management are the best
employee retention strategies that SMEs can adopted.

TABLE2  STEPWISE STANDARD MULTIPLE REGRESSION ESITMATES OF HR ON
EMPLOYEE RETENTION
Standardized
Predictors Coefficients t p R? | Adj.R? | AR?
B
Constant 21.557 | 0.000
1 [Flexible 0.141 | 0.137
workplace -0.375 - 6.353 | 0.000
Constant 8.614 |0.000
Flexible
2 workplace -0.404 - 7.050 [ 0.000 |0.206 | 0.199 |0.065
Employee
Engagement 0.257 4.479 |0.000
Constant 9.283 [0.000
Flexible
workplace - 0.368 - 6.398 | 0.000
3 [Employee 0.236 | 0.226 |0.030
Engagement 0.327 5.386 |0.000
Reward
management -0.192 - 3.089 | 0.002
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V.  CONCLUSION

The findings from this study have shown that Ghanaian
SMEs like any other countries’ serve as the fulcrum of
development of the economy. However, they are constrained
with a number of challenges including how to retain their
human resources, which impede its growth and survival. This
study set out to explore the challenges facing SMEs in relation
to employee retention with the purpose of providing an
understanding on the challenges and how the situation could
be resolved.

The results indicated that in managing employee
retention, the SME managers encounter a number of
challenges. They contend with high rate of employee turnover
and also find their employees leaving them unceremoniously
every day. It is exacerbated with the fact employees typically
would leave the firm without serving the required notice
period which makes replacement not only difficult by also
very expensive in view of the limited period the managers
have at their disposal to recruit new employees. Further, they
face the challenge of having to lose significant productivity
during the period when employees leave without any
preparation for their replacement. Secondly the results also
indicated that HR practices such as recruitment and selection,
training and development, reward management, employee
engagement, flexible workplace, employee involvement
significantly affect employee retention in Ghanaian SMEs.

It was found that referral from friends/family members
and also the use of interview without any other assessment
tests characterized their recruitment and selection. Training
and development was seen to have lost its efficacy as a source
of motivation for employees especially for youthful working
class. Reward management had a significant negative effect on
retention whereas employee engagement and involvement did
not. The need to make a workplace place flexible was seen to
be significant and laudable HR practice that needs to be
considered carefully.

Lastly, the results showed that strategies such as (i) flexible
workplace (ii) good reward management practices can reduce
employee turnover in Ghanaian SMEs. Workplace flexibility
was found to be the key and a good predictor of retention and
could be the best retention tool for SMEs. Reporting and
closing time for work should be flexible though it should be
under close regulation and monitoring to ensure smooth
operations of the company. It could be considered as a course
of retention strategy that when adopted could ease the
employees, the burden of motor traffic stress they would face
every morning to work. Good reward management practices,
in the form of prompt payment of salary/wages, fair
administration of company reward, the need to administer a
benefits program that really satisfy the need of the employees,
were also seen as next best retention strategy for Ghanaian
SMEs. It is therefore concluded that the best retention
strategies available to SMEs in Ghana is the need to adopt a
flexible workplace practices and work family support policies
as well as focusing on good reward management practices.
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