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Abstract

Foreign direct investment (FDI) inflow activities are seen as a threat to the
survival of resource-constrained SMEs in Ghana. Hence, this preconception
stifles collaborations between foreign and local businesses. Therefore, to jus-
tify the need for such collaborations, we estimate the relationship between
FDI inflow activities and SMEs’ strategic decision making as well as the me-
diating role of interfirm value co-creation using the structural equation mod-
el. Using data survey responses of 856 Ghanaian SMEs, we find positive sig-
nificant relationships between FDI inflow activities, environmental sustaina-
bility decisions, economic sustainability decisions, and social sustainability
decisions. Further, interfirm value co-creation mediates the positive relation-
ship between FDI inflow activities and economic sustainability decisions. So,
SMEs should embrace FDI inflow activities in the country and create know-
ledge from the technology and human expertise of these businesses. Again,
policymakers should devise forward-thinking strategies to stimulate an in-
formation-sharing ecosystem promoting collaboration between domestic and
foreign-owned businesses in Ghana.
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1. Introduction

SMEs in Ghana occupies a significant position in the industrial landscape of the
country. Statistically, SMEs top more than 90% of the total businesses [1]. Con-
sequently, the employment and revenue generation prowess of these classes of
businesses cannot go under the radar. However, these businesses have identified
challenges (lack of financial resources, managerial inefficiencies, and unfair com-
petition from foreign firms) stifling and threatening productivity and their long-run
survival [2] [3]. While financial and managerial constraints have received much
research attention, unfair competition from foreign firms has minimal inquisi-
tion [4]. Often, existing studies cite mainly the negative effects of foreign busi-
nesses on SMEs in the country [5] [6]. However, SMEs can strategically benefit
from the influx of foreign companies in the country like in China and the United
States [7]. This raises unanswered questions about the effect of foreign direct in-
vestment (FDI) inflow on SMEs in Ghana.

FDI is a business venture undertaken by organizations or individuals in anoth-
er economy and this could be classified as outflow or an inflow [8]. While the
former focuses on investments moving out, the latter focuses on investments
coming into a host country [9]. Between the years 2000 and 2016, world FDI
inflows amounted to an annual average of 1.28 trillion U.S. dollars, which
matches a ratio of 2.3% relative to world GDP (UNCTAD, 2018). Documented
by scholars, FDI increases economic growth and creates employment in the host
nation [10] [11]. FDI advances the economic development of a host economy by
augmenting the available supply of technology, capital, and entry to overseas
markets. Despite this, Ghanaian SMEs constantly resist the influx of foreign com-
panies [10]. This is because the managerial inefficiencies and the lack of financial
resources create unfair competition. Further, SMEs are unable to create value
through the expertise imparted by these foreign-owned businesses [11]. This
stifles growth in the industry and limits the creativity of SMEs.

The sustainability of SMEs depends on long-term strategy and innovation ca-
pability [12] [13]. Further, SMEs’ decision-making is influenced by both internal
and external environmental [14]. This emphasizes FDI inflow activities as a sig-
nificant external environmental factor for SMEs. Hence, the inability of SMEs to
generate adequate external information from these sources could hinder eco-
nomic, social, and environmental decisions.

Despite the potential benefits of FDI inflow activities, studies focus mainly on
the perceived limitations in Ghana [15] [16] [17]. This creates policy narrow-
mindedness requiring research inquisition. Consequently, we explore the rela-
tionship between FDI inflow activities and strategic decision-making choices of
SME:s in Ghana. Specifically, we seek answers to these questions: what is the re-
lationship between FDI inflow activities and the environmental, economic, and
social sustainability decisions of SMEs in Ghana? And what is the role of inter-
firm value co-creation decisions in the relationship between FDI inflow activities

and these decisions? The sustainability decisions of SMEs capture activities of
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SMEs to protect the environment, activities to improve the profitability of the
business, and activities to improve the welfare of employees. Empirically, inno-
vation reduces energy consumption and carbon emission [11]. Further, innova-
tion improves efficiency and productivity [7]. To achieve these, a business strat-
egy like interfirm value co-creation is pivotal [18]. Interfirm value co-creation is
a deliberate act to create value in terms of products, services, or processes by en-
gaging actors within a specific ecosystem [19]. This is evidenced to improve the
profitability of SMEs in Ghana [20]. Thus, FDI inflow activities could stimulate
interfirm value co-creation decisions [21] because SMEs benefit from the supe-
rior technology, strategy, and infrastructural offerings of these firms.

Using data from the survey response of 856 SMEs in a structural equation
modeling (SEM), we find a positive relationship between FDI inflow activities,
environmental, economic, and social sustainability decisions of SMEs in Ghana.
Further, we ascertain that interfirm value co-creation decisions strengthen the
positive relationships between the variables. Therefore, this outcome is significant
to SMEs, policymakers, and industry practitioners. This challenges SMEs to invest
in improved technologies to explore possible collaborations with foreign busi-
nesses. This contributes to the literature by highlighting the significance of FDI
to SMEs’ sustainability in the country. Policymakers can devise forward-thinking
strategies to stimulate collaborations between domestic and foreign-owned busi-
nesses. Specifically, the government can provide subsidies or incentives for for-
eign businesses collaborating with local SMEs. Further, studies can explore the
possible collaboration modes, challenges, and prospects of FDI in Ghana.

The remainder of the paper is organized as follows; literature review and for-
mulation of hypothesis, explanation of the adopted research methods for the
conduct of the study and model development, data analysis, presentation, and
the discussion of the results from the analysis and the provision of suitable rec-

ommendation for policymakers and future studies.

2. State of the Art and Hypothesis Development

This section discusses the literature on FDI inflow activities, the sustainability of
SMEs in Ghana, and interfirm value co-creation. Further, based on the literature

we develop hypotheses for the study accordingly.

2.1. FDI Inflow Activities

FDI inflow activities in Ghana promote economic growth and development, al-
so, boosts capital formation, and enhance the quality of capital stock in the
country. Studies show FDI inflow activities into Ghana predominantly come
from China, the USA, India, and South Africa which contributes more to the
Agriculture, Manufacturing, Building/Construction, and Service sectors of Gha-
na [22]. All this diverse inflow of funds impacts different sectors of the economy
but in the long run, creates jobs and contributes to economic growth. In the
agriculture sector, for instance, FDI involvement has reduced unemployment

and augmented the production of primary products for local consumption as
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well as exports which have positively influenced the economic growth of Ghana
[21]. The financial sector also received a lot of improvement in services by the
influx of foreign banks and this created a platform for local Banks to mimic, at
the end, FDI positively influenced the profitability of commercial banks in Gha-
na [23]. Literature attests to the fact that FDI impacts the nation Ghana posi-
tively and adds to the economic growth and social well-being of its populist. The
question, therefore, is what influences FDI inflow activities into Ghana? Most
research points to variables like tax incentives, exchange rates, labor cost, and
political stability among others.

The factors motivating massive investment (FDI) in countries might not
necessarily differ in entirety as one move from one region to the other and es-
pecially when countries are in the same economic zone. In support, factors in-
fluencing FDI in Bangladesh and Malaysia are similar to those in Ethiopia. FDI
inflow activities in Bangladesh from 2000 to 2014 had a positive correlation
with the GDP, Inflation, Infrastructure, Labor cost productivity, Trade open-
ness, and Trade performance [24]. And on the other hand, Ali [25] investigates
the significant motives of inward FDI to Ethiopia from 1992-2015 and con-
cludes there is a positive and significant relationship between FDI and market
size, trade openness, exchange rate, and financial freedom. Again, in Malaysia
exchange rates, gross domestic product, broadest money supply, and trade
openness had a positive impact on FDI inflow activities [26]. In Ghana, howev-
er, the regulatory framework for FDI operations and other government policies
are believed to play a significant role in FDI inflow activities [27]. Studies also
show both long and short-run existence of significant negative effects of infla-
tion rate, exchange rate and interest rate on FDI operations in Ghana, however
gross domestic product (GDP), electricity production, and telephone usage had
a positive effect on FDI [5].

Other findings suggest infrastructural development and natural resources as
key drivers or indicators of FDI inflow activities in Ghana, other variables like
the lending interest rate, market size, and GDP growth rate also significantly in-
fluence FDI inflow activities in Ghana [28]. Corporate tax was also found to have
a significant negative impact on FDI inflow activities in Ghana in the short-run
but it turns to positively influence FDI inflow activities in the long-run [9]. Pop-
ulation health, a factor neglected by most researchers to ascertain whether it sig-
nificantly influence FDI inflow activities. The study is the first to employ infant
mortality rate, under-five mortality rate, and death rate in examining the effect
of population health on FDI inflow activities. It however documents that popu-
lation health significantly influences FDI inflow activities to Ghana [29]. In sum-
mary, factors influencing FDI inflow activities in Ghana include market size,
government regulations, natural resources, population health, infrastructure,

exchange and interest rates, etc.

2.2. Sustainability of SMSs

It is documented, the role SMEs play in the various countries they situated by

DOI: 10.4236/0alib.1107567

4 Open Access Library Journal


https://doi.org/10.4236/oalib.1107567

J. A. Darkwah et al.

reducing unemployment and adding to Gross Domestic Product (GDP) [30]
[31]. In most countries, SMEs are believed to contribute about 50% of GDP [32].
The operations of these SMEs are however always under pressure either from
internal or external factors like FDI. Because most SMEs might not be able to
compete with these MNCs, our argument is for them to foster a link or collabo-
ration through which knowledge and technical know-how could be easily trans-
ferred. This is one way or the other will help to employ new technology and way
of doing things that will be more profitable as well as environmentally friendly.
Sustainability-oriented innovation, which shows an objective to cultivate a prod-
uct or service that bestows social, economic, and environmental sustainability,
has gained growing institutional and academic attention, for the reason that in-
novation is an indispensable part of accomplishing sustainability [33]. For this
reason, governments across the globe have been dedicated to sustainable or
maintainable development as a policy goal. This has been buttressed by a lot of
new ideas and policies extending from international agreements to national pol-
icy frameworks, environmental laws, regional programs, and local strategies
[34]. In light of this, Sarkodie and Strezov [35] suggest that FDI inflow activities
with modernized clean technological transfer and enhancement in labor and en-
vironmental management practices could assist emerging economies to realize
sustainable development goals. The question then, is, do FDI inflow activities
contribute positively or negatively to the sustainability of these SMEs operations
as well as the environment in which they operate?

As stated earlier, a way out of the friction between SMEs and FDIs concerning
market space and sustainable economic, social and environmental well-being is
through collaborations, mergers. Haviernikova and Kordo$ [36] argues that one
form of contemporary entrepreneurship that could assist SMEs’ sustainability in
the environment in which they operate is cluster cooperation. This type of en-
trepreneurship brings many positive effects. The power of collaborations influ-
ences not just the operations of both businesses but it gives room for best prac-
tices to be learned and shared among participants. In Nigeria for instance, Ba-
batunde et al [37] found improvement in labor quality as a result of FDI inflow
activities to the nation which in the long-run positively influenced GDP. It is al-
so important to note that, technology transfer between FDI firms and young
SMEs, direct linkages, and the interactions between them cause SMEs to conduct
R&D strategies in the supply chain which is obtained through direct transfer of
technology between connected firms [38]. Knowledge transfer is an important
component to factor into the link between FDI and host SMEs. However, in
many cases, there are hindrances to the effective transfer of technology and
knowledge. Pham and Dinh [32] analyzed the linkage with FDI and SME opera-
tions in Vietnam and how effective knowledge is being transferred from the col-
laborations.

Findings point to the fact that three factors had a significant impact on the ef-

fectiveness of knowledge transfer, including the Language ability of foreign
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managers, Cultural openness, and Communication distance. These factors when
managed well positively impact the transfer of knowledge. In Macao, the emer-
gence of investments by MNCs brought favorable and unfavorable effects to lo-
cal SMEs. Host SMEs were challenged in terms of employing and retaining hu-
man resources, given the eye-catching salaries and benefits, and training offered
by MNCs. The solution adopted for SMEs sustainability, however, was collabo-
rating with MNCs as it serves as important partners in networking [39]. This
re-affirms the point that the internationalization process and enterprise net-
works are positively related to refining corporate sustainability, which promotes
labor productivity [40]. Does an increase in FDI significantly mean an increase
in economic or social sustainability? Bokpin [41] researches foreign direct in-
vestment and environmental sustainability in Africa and concludes that an in-
crease in FDI inflow activities significantly increases environmental degradation
and recommends governments in African to develop tighter policies and meas-
ures to curb the problem. The decline of carbon dioxide emissions in developed
countries can be attributed to a paradigm shift and structural change from high-
energy intensive and carbon-intensive industries to services and information-
intensive industries.

The increasing levels of carbon dioxide emissions in developing and least de-
veloping countries can be attributed to the economy driven by agriculture, trans-
port, and services [35]. It has also been documented that an increase in FDI op-
erations and industrialization had a positive and significant effect on CO, emis-
sions in the host country [42]. In Ghana, for instance, the operations of FDI have
been increasing for the last decade but its effect on energy consumption is noth-
ing to write home about. Results from research by Amoako and Insaidoo [43]
suggest that energy-saving benefits from FDI operations are yet to be realized in
Ghana as an increase in FDI increases the energy consumption of the nation.
With all this being said, FDI has been documented to positively impact clean
water infrastructure, sanitation, and renewable energy [44]. In India, a 1% in-
crease in FDI results in a 0.013% reduction in energy use. The adoption of ener-
gy-efficient techniques through FDI has been essential for reducing carbon
emissions in India [45]. These are not realized yet in most African countries, it is

like that such collaborations are underway if not already in inception.

2.3. Interfirm Value Co-Creation

Value co-creation is a deliberate act to create value in terms of products, servic-
es, or processes by engaging actors within a specific ecosystem [19]. It is a man-
ner of business strategy which focuses on the generation and ongoing realization
of mutual organization-customer value [46]. This is closely related to supply
chain integration because in both cases a firm needs to open up to external col-
laborators [47]. While these two strategies have varying end-products, we expect
SMEs engaged in supply chain integration to participate in interfirm value co-

creation. This is supply chain integration creates a platform for interfirm value
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co-creation to thrive without extra cost [48]. Nonetheless, these strategic deci-
sions could be driven by stakeholder pressure or the innovative capabilities of
the firm [49] [50]. In a typical value co-creation ecosystem, members can take
different forms; the idea generator, the designer, and or an intermediary to
create value for all parties involved [51]. Similar to supply chain integration, the
issue of transparency is coming up and members within the partnership are re-
quired to clearly define their roles, their identity as well as their potential con-
tribution to the partnership [52]. Value co-creation comes in two main catego-
ries; business-to-customer platforms where co-creation activities mainly involve
the business and both existing and potential customers, a business-to-to business
where business within the same industry or different industry co-create value for
their mutual gains [47]. Early studies paid much attention to business-to-customer
platforms making studies on business-to-business value co-creation under-studied
[52]. Previously organizations competed for resources, customers, and market
share with little concern for collaboration. However, the current trend favors
healthy competition and collaboration within an ecosystem with the aim of sus-
tainable growth [19]. Organizations need to align promptly in a value co-creation
partnership to take advantage of the integration of the resources to benefit from
the partnership [51]. Value co-creation is proven to affect organizations’ per-
formance in areas such as cost savings, efficient use of resources, and efficient

marketing in terms of compliment-complementary and services.

2.4. Hypothesis Development

Figure 1 depicts the expected relationships between the variables. Considering
the topic under discussion, the research conceptual model was constructed fol-
lowing relevant literature which is illustrated in Figure 1. The figure depicts the
expected affiliations between FDI inflow activities, environmental sustainability,

economic sustainability, and social sustainability.

Environment
sustainably
output

Interfirm
value
co-creation

H1b Economic
p| sustainability
output

FDI
Inflow @ ;oo o mm e e

sustainability
output

Figure 1. Conceptual framework.
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FDI inflow activities are evidenced to promote economic development, human
capital development, and technology import [10] [11]. However, foreign-businesses
seeking to operate in other economies must follow specific guidelines. Consequent-
ly, studies find a positive relationship between FDI inflow activities and envi-
ronmental sustainability [26]. This is because these businesses are mandated to
adopt sustainable resource usage. Therefore, we theorize that FDI inflow activi-
ties in Ghana would influence the decisions of domestic SMEs to follow the best
environmental sustainability guidelines. Further, studies confirm a positive rela-
tionship between FDI inflow activities and economic sustainability [40]. This is
because of the use of modern methods, processes, and equipment. Therefore, we
posit that the increase in FDI inflow activities in Ghana would promote the
economic sustainability of Ghanaian SMEs. This is because domestic SMEs are
expected to learn from the best practices of these firms. Again, per literature,
FDI inflow activities promote social sustainability [36]. Therefore, we propose
that the increase in FDI inflow activities in Ghana would promote social sustai-
nability decisions in Ghanaian SMEs. This is because foreign companies are ex-
pected to have the best human resource practices which intend would influence

domestic businesses.

Hla: EDI inflow activities positively affect Ghanaian SMES environmental
sustainability decisions.

H1b: FDI inflow activities positively increases the economic sustainability
decision of Ghanaian SMEs.

Hlc FDI inflow activities positively increases the social sustainability deci-
sion of Ghanaian SMEs.

Interfirm value co-creation is a conscious effort by two or more businesses to
create products or services via innovation to increase profitability [50]. Litera-
ture suggests that an increase in FDI inflow activities promotes interfirm value
co-creation between foreign-owned businesses and domestic businesses [38].
Consequently, we expect an increase in FDI inflow activities in Ghana to pro-
mote interfirm value co-creation decisions of the Ghanaian SMEs. Further, in-
terfirm value co-creation is theorized to increase firm performance [49]. There-
fore, we expect the interfirm value co-creation decisions to increase environ-
mental sustainability, economic sustainability, and social sustainability decisions
in Ghanaian SMEs.

H2a: FDI inflow activities positively affect interfirm-value co-creation deci-
sion in Ghanaian SMEs

H2b: Interfirm value co-creation positively increases Ghanaian SMEs envi-
ronmental sustainability decision

H2c Interfirm value co-creation positively increases the economic sustai-
nability decision of Ghanaian SMEs

H2d- Interfirm value co-creation positively increases the social sustainabili-

ty decision of Ghanaian SMEs

DOI: 10.4236/0alib.1107567

8 Open Access Library Journal


https://doi.org/10.4236/oalib.1107567

J. A. Darkwah et al.

Given the established relationships between FDI inflow activities and inter-
firm value co-creation decisions [38] and FDI inflow activities and firm perfor-
mance [39], theorize that the expected relationship between FDI inflow activities
and firm performance would be improved when domestic firms engage in inter-
firm value co-creation with foreign-owned companies. Consequently, we pro-
pose that interfirm value co-creation decisions mediate the positive relationship
between FDI inflow activities and environmental sustainability, economic sus-

tainability, and social sustainability decisions in Ghanaian SMEs.

H3a: Interfirm value co-creation decision mediates the positive relationship
between FDI inflow activities and SMES environmental sustainability deci-
sion.

H3b: Interfirm value co-creation decision mediates the positive relationship
between FDI inflow activities and SMES economic sustainability decision.
H3c Interfirm value co-creation decision mediates the positive relationship

between FDI inflow activities and SMES social sustainability decision.

3. Research Method

3.1. Data Source and Sampling Procedure

The study explores the relationship between foreign direct investment and SMEs’
strategic decisions in Ghana as well as the mediating role of interfirm value co-
creation decisions. The study is quantitative with supporting world development
index (WDI) and survey data from SMEs in Ghana. Currently, Ghana is home to
numerous SMEs [1]. Therefore, we employ two sampling techniques: purposive
non-probability sampling and simple random probability sampling. Using the
purposive sampling technique, we include only SMEs documented with the as-
sociation of Ghanaian Industries (AGI). This group of SMEs is appropriate for
the study because they have frequent training on best managerial practices. Per
AGI, there are 1600 plus active members scattered across the country. Conse-
quently, we are unable to include all these SMEs in the study. Therefore, we
sample further using the simple random probability technique. This provides
equal inclusion opportunities for SMEs without bias. However, SMEs with
invalid e-mails and unreachable telephone numbers are replaced in the process.
Following, a total of 1010 SMEs with valid emails and reachable telephone
numbers are included as the final sample of the study. Per the one-third sam-
pling rule, the final sample of 1010 is way above 337 and thus representative of
the study population. Thus, this provides substantiation for the generalization of
our research findings. To collect data, a structured five-part closed-ended survey
instrument covering demographics, FDI, EVS, ECS, SSS, and ITC is employed.
Specifically, the questionnaire design is rooted in existing literature. The target
respondents are the chief strategist of SMEs. Usually, the owners of SMEs in
Ghana are the same as the chief strategist. Thus, strategic decisions like the en-
gagement in interfirm value co-creation rest with CEOs or the owners. To en-

sure the suitability of the survey instrument, we employ the split-half by sending
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a sample of the instrument to 75 of the selected SMEs. Afterward, changes were
made to the instrument to provide clarity and ensure internal consistency. To
draft the final questionnaire, the improved instrument is further sent to 45 of the
selected SMEs. This process produced a refined instrument free from ambiguity.
The approved questionnaire was then sent to the 1010 SMEs via email. The en-
tire data collection period lasted between March 2020-September 2020. The final
response generated yielded 856 (1010). This difference is accounted for by the
fact that some SMEs did not attend to their emails or answer our follow-up tel-
ephone calls. Nonetheless, the response rate is great and thus reduces the proba-
bility of non-response rate bias. Table 1 shows the data descriptiong and

sources.

3.2. Model Specification

Investment (FDI) and environmental sustainability decisions (EVS), economic
sustainability decisions (ECS), and social sustainability decisions (SSS). We also
estimate the mediating role of interfirm value co-creation decisions (ITC) in the
relationships. This model allows complex relationships between one or more in-
dependent variables as well as one or more dependent variables. This statistical
technique allows the estimation of multilevel regression models and is applied to
testing research hypotheses that contain direct and indirect observations of one
or more dependent and independent variables respectively. The main reason be-
hind adopting the SEM technique in this study is to examine and as well validate
the proposed casual model illustrated in Figure 1. Considering a structural
model that contains four (5) variables; FDI, EVC, ECS, ESS, and ITC, where firm
FDI is the response variable (Y) or the endogenous variable while EVS, ECS, and
SSS are exogenous variables (Xs) with ITC as a dependent (endogenous) on both
aforementioned and independent variables and at the same as an explanatory
variable (X) on the FDI within the entire model. The model can therefore be
presented theoretically in a matrix form as:

Table 1. Data description and sources.

Constructs Elements Measure References
FDI Start-ups Acquisition 2 questions (5] [28]
inflow activities and mergers 2 questions
Interfirm value Approaches and .
. R 5 questions [51] [52] [53]
co-creation decisions measurement
Environmental

5 questions
sustainability decisions q

SMEs Economic sustainability

5 questions 12] 13
strategic decisions decisions 4 (121 013]

Social sustainability .
. 5 questions
decisions
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Summarily the matrix equation in Equation (1) can be reformulated as:

Y=BY+I'X+¢ (2)

where p represents the number of regression equations to be estimated simul-
taneously, p by p B square matrix contains the parameter coefficients of the
regressors of Y variables on the other Y variables with the 0 diagonal values im-
plying that a variable cannot cause itself. Also, the p by ¢I' matrix contains
coefficients of the ¥’s on X’s whereas ¢ isa p by 1 vector consisting of resi-
dual terms. Based on the theoretical model specification, a deduction can be
made that series of regression equations are to be estimated to assess the causal
effects amid the variables employed in the study which can found in the struc-
tural model as Figure 1 depicts. Thus, regarding the theoretical model formu-
lated in Equation (1) and the structural model from Figure 1, the series of re-

gression equations to be estimated as specified as follows;

FDI, = 3, + B,EVS+¢, (3a)
FDI, = 3, + B,ECS +¢, (3b)
FDI, = B, + B.SSS+¢, (3¢)
FDI, = B, + B,ITC + ¢, (3d)
EVS, =g, + ,ITC+¢, (3e)
ECS, = B, + B,ITC+¢, (3f)
SSS. =, + B,ITC + ¢, (3g)
FDI, = 3, + B,ITC" + B,EVS +¢, (3h)
FDI, = 3, + B,ITC" + B,ECS +¢, (31)
FDI, = 3, + B,ITC" + 8,SSS + ¢, (3))

where FDI, EVS, ECS, SSS, and ITC, represent foreign direct investment, envi-
ronmental sustainability, economic sustainability decisions, social sustainability
decisions, and interfirm value co-creation decisions respectively. Equations (3i)
and (3j) estimate the mediating effect of ITC in the relationship between FDI
and EVS, ECS, SSS respectively.

3.3. Statistical Analysis

This section presents the results of the descriptive analysis, reliability test, valid-

ity test, and test of hypotheses.

3.3.1. Descriptive Analysis
Table 2 shows the summary of descriptive statistics for the demographic back-
ground of the survey respondents. The age of the respondents (SMEs Chief stra-

tegist) shows a mean value of 2.64 with a standard deviation of 1.03. Gender has
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Table 2. Summary of descriptive statistics.

Variables Mean Std. Dev Kurtosis Jarque-Bera Response rate
Age 2.64 1.03 2.15 105.93°
Gender 1.50 0.72 2.59 147.14*

) 856 (1010)
Education 2.93 0.28 2.63 179.12°
85%

Location of Business 1.23 0.42 2.56 153.12°
Number of employees 15.49 0.92 2.47 399.86°

Note: a Denotes statistical significance at 5%.

a mean value of 1.5 with a standard deviation of 0.72. Further, the level of educa-
tion has a mean value of 2.93 and a standard deviation of 0.28. Further, the loca-
tion of the SMEs and the number of employees show mean values and standard
deviations of 1.23 (0.42) and 15.49 (0.92) respectively. The value from the mean
and standard deviation portrays that the respondents have diverse backgrounds.
This is supported by the fact that the mean values are above 1.0 and the standard
deviation is above 0.00. Therefore, the possibility of response bias is eliminated.
To further establish the non-biasness of the response, we estimate the kurtosis
and JB test. According to the kurtosis, the age and level of education distribution
of the respondents have values more than 3 to show a heavy tail distribution.
Gender, location of the business, and the number of employees show values less
than 3. None of the measures of the kurtosis examination was evidenced to be
Leptokurtic in distribution. Since none of the values of kurtosis assumes “0” and
“3” respectively, all demographic factors of the respondents are assumed not to
follow a normal distribution. This is supported by the JB-test which rejects the
null hypothesis of demographic factors being normally distributed all at a 1%
level of significance.

To provide evidence of the recent growth in FDI inflow activities in Ghana,
Figure 2 depicts the inflow of FDI from 1970-2018 in the US dollar. The trend
shows that since 2008, the number of FDI inflow activities in Ghana has risen
sharply compared to the period of 1970-2006. However, after the year 2016, FDI
inflow took a decreasing trend because of the change in government and unsta-
ble exchange rate. Nonetheless, the launch of the “Year of return” by the presi-
dent of Ghana in 2019, there has been an increase in FDI inflow. This supports
the recent dilemma of domestic SMEs on the chances of surviving the competi-
tion with these foreign-owned businesses. However, we expect the inflow of
these businesses to positively influence the operations of the domestic SMEs to

promote environmental, economic, and social sustainability decisions.

3.3.2. Reliability and Validity Tests

Before estimating our proposed structural equation model to test the relation-
ship between our proposed variables, we perform reliability and validity test on
the research instruments. Precisely, we use Cronbach’s alpha, composite reliabil-

ity, KMO and Bartlett’s and, Herman single factor tests.
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Figure 2. FDI inflow in Ghana from 1970-2018 (Data Source: WDI 2018).

Table 3 shows the results from the tests. We estimate the internal consistency
of the research instruments with Cronbach’s alpha. Hence, the value reported for
Cronbach’s alpha are all greater than 0.7 and establishes the consistency of the
research instrument. Again, we use the composite reliability to estimate the over-
all scale reliability of the research instrument. The value of more than 0.8 sup-
ports that the instrument is reliable. Further, we test for the sampling adequacy
using the KMO and Bartlett’s test. The result of 0.830 and a probability of 0.00
reveals the adequacy of the study sample. Finally, we employ the Herman single
factor test using the principal Axis Factoring (PAF) by loading 24 items on a
single factor to investigate the issue of common method variance. The results
show a total variance explained of 35.51% significantly less than 50%. Therefore,
common factor variance is an issue in this study. Consequently, this provides
adequate evidence to support the outcome of the study.

After establishing the reliability of the research instrument, we proceed to test
the validity of the research instrument using the cross-loading factor and the av-
erage variance extracted (AVE). Table 4 shows the results of the validity test.
The expected values of the cross-loading factor must be greater than 0.7. Con-
sequently, the results show that all the constructs have cross-loading values
greater than 0.7. This proves that the items adequately support the various con-
structs within the study. Further, the outcome of the AVE is expected to show
values greater than 0.5. Therefore, the stated constructs all show values of more
than 0.5 to prove that the research instrument meets both reliability and validity
requirements to warrant further investigation. Therefore, we proceed to estimate

our structural equation model outlined in Equations (3a)-(3j).

3.3.3. Hypothesis Testing

After meeting the reliability and validity requirements of the research instru-
ments, we test the study hypotheses using the smart PLS. The study employs the
probability value (<0.05) and positive coefficients as the standard for accepting
or rejecting the research hypotheses. Table 5 is the output of the estimation.
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Table 3. Reliability test.

Composite

Variables Cronbach’s alpha reliability KMO & B HSF
FDI 0.799 0.872 Value
EVS 0.858 0.901 0.830
ECS 0.770 0.862 35.51%
SSS 0.715 0.811 Probability
ITC 0.747 0.834 0.00

Table 4. Cross factor loading and Average Variance Extracted (AVE).

Components FDI EVS ECS SSS ITC
FDI1 - 0.281 —0.030 0.494 0.100
FDI2 - —0.118 —-0.022 0.207 —-0.223
FDI3 - -0.313 0.240 0.404 -0.217
FDI4 - -0.323 -0.222 -0.153 0.270

EVS1 0.708 -0.261 —-0.140 0.033

EVS2 0.697 -0.257 —-0.152 0.133

EVS4 0.733 -0.018 -0.267 -0.017

EVS3 0.664 0.727 -0.269 -0.107 -0.010
EVS5 0.758 0.787 0.001 -0.218 -0.147
ECS1 0.751 -0.324 0.091 -0.157
ECS2 0.791 -0.228 ~0.077 -0.227

ECS4 0.628 0.380 0.132 -0.179

ECS3 0.530 0.390 0.541 0.162 -0.016
ECS5 0.512 0.451 0.747 0.115 0.244
§851 0.547 0.325 ~0.461

SSS2 0.434 0.275 0.255

0679

0701
$5S3 0.571 ~0.075 0.324 0.760 0.521

§554 0.417 ~0.060 0.665 0.741

8885 0.579 0.044 0.353 0.681
ITC1 0.465 0.257 0.489 0.404 0.728
ITC2 0.549 0.279 0.109 ~0.240 0.746
ITC3 0.560 0.456 0.097 -0.275 0.671
ITC4 0.524 0.551 0.222 -0.134 0.727
0731

ITC5 0.481 0.304 —-0.044 0.503

Average Variance

0.732 0.645 0.686 0.682 0.67'
Extracted (AVE) 2
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Table 5. Hypothesis testing.

Hypotheses Relationships Coefficients ~ p. Values Effect Sign Results
Hla FDI-EVS 0.708 0.000* Direct + Supported
Hilb FDI-ECS 0.463 0.000° Direct + Supported
Hic FDI-SSS 0.361 0.000* Direct + Supported
H2a FDI-ITC 0.470 0.000° Direct + Supported
H2b ITC-EVS 0.118 0.000° Direct + Supported
H2c ITC-ECS 0.383 0.000* Direct + Supported
H2d ITC-SSS 0.448 0.000° Direct + Supported
H3a FDI-ITC-EVS —-0.006 0.879 Indirect - Not supported
H3b FDI-ITC-ECS 0.131 0.000° Indirect + Supported
H3c FDI-ITC-SSS —-0.074 0.093 Indirect - Not supported

Note: a and b represent 1% and 5% level of significance respectively.

At a 5% (0.05) significant level, we find that all the hypotheses (H1a, H1b, Hlc,
H2a, H2b, Hbc, H2c, H2d, and H3b) significant except H3a and H3c. FDI inflow
activities have a 0.000° significant relationship with EVS at a coefficient of 0.708.
This means that an increase in FDI inflow activities increases the EVS of Gha-
naian SMEs. This finding is consistent with existing studies [26]. FDI inflow ac-
tivities and ECS show a significant positive relationship with a coefficient of
0.463 and a p. Value of 0.000°. Thus, a unit increase in FDI inflow activities in-
creases the ECS of Ghanaian SMEs by 0.463. The established positive relation-
ship supports the findings of existing studies [36] [40]. Further, FDI inflow ac-
tivities show a positive significant relationship with SSS in Ghanaian SMEs. This
is supported by a coefficient of 0.361 and a p. Value of 0.000°. This reveals that
the increase in FDI inflow activities in Ghana promotes SSS in Ghanaian SMEs.
This is synonymous with the findings of [36] [40] to prove that FDI increases
the performance of SMEs. FDI inflow activities in Ghana are evidenced to influ-
ence ITC in Ghanaian SMEs. This is supported with a coefficient of 0.470 and a
p- Value of 0.000°. This result confirms the assertion of [38] to prove that econ-
omies with increased FDI inflow activities have a higher probability of ITC
within their SMEs. ITC shows a positive relationship with EVS with a coefficient
of 0.118 and a p. Value of 0.000°. This could be explained by the positive rela-
tionship established between FDI inflow activities and ITC in Ghanaian SMEs.
Further, this outcome is supported by the studies of [36]. ITC shows a positive
relationship with ECS with a coefficient of 0.383 and a p. Value of 0.000°. This is
supported by the fact that FDI shows a significant positive relationship with ITC
in Ghanaian SMEs. Again, ITC shows a significant positive relationship with SSS
with a coefficient of 0.448 and a p. Value of 0.000°. This supports the outcome of
existing studies [32]. Further, we test for the mediating effect of ITC in the rela-
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tionships between FDI inflow activities and EVS, ECS, and SSS. We find that
ITC positively mediates the relationship between FDI inflow activities and ECS
of SMEs in Ghana with a coefficient of 0.131 and a p. Value of 0.000*. While this
is consistent with the literature [36] [49]. ITC shows no significant mediation
between FDI inflow activities and EVS and SSS. This contradicts the expected
outcome of existing studies [33].

Figure 3 depicts the output of the smart PLS. It shows the path coefficients
and the values of the adjusted R*. Hypothetically, these models show adjusted R*
values of more than 0.5 to prove that the models explain more than 50% of the
variations in the relationships estimated. Consequently, the model performs bet-

ter above a zero model.

4. Discussion

The study estimates the relationship between FDI inflow activities in Ghana and
the influence on strategic decisions (EVS, ECS, and SSS). While the direct rela-
tionship between FDI and EVS, ECS, and SSS are all witnessed to be positively

significant, the mediating role of ITC has mixed outcomes. We discuss the re-

sults in detail.
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FDI positively influences EVS decisions in Ghanaian SMEs. While this result
is consistent with existing literature on the role of FDI in improving environ-
mental sustainability [26]. It equally unearths the significance of FDI in driving
environmental sustainability awareness amongst domestic SMEs. This is because
foreign-owned businesses are mandated to engage in environmentally friendly
resource utilization, so the industry best practices become apparent to their do-
mestic counterparts [33]. Thus, government policies to increase FDI inflow ac-
tivities should stress the use of modern equipment and environmentally friendly
activities. Further, subsidy support should be given to domestic SMEs investing
in environmentally sustainable equipment and practices. Synonymous with ex-
isting literature [40] FDI inflow activities positively affect ECS in Ghanaian
SMEs. This justifies the impact of technology and expertise import on economic
development [32] [38]. Adopting industry best practices could increase the pro-
duction and profitability of domestic SMEs. The case of Ghanaian SMEs is ex-
plained by the fact that these businesses are ready to learn and adopt industry
best practices constantly evolving with the influx of foreign-owned businesses
[50]. Therefore, in as much as a cross-section of these business owners frown on
FDI inflow activities, a conscious effort to acquire knowledge from these firms
could increase the economic output of the domestic SMEs through strategic
planning. Consequently, the government can create avenues for strategic colla-
boration between foreign-owned businesses and domestic businesses to elimi-
nate the fear and the perceived unfair advantage enjoyed by foreign-owned
businesses in the country. Further, FDI inflow activities positively affect SSS in
Ghanaian SMEs. This outcome could be explained by the fact that FDI inflow
activities come with new processes, technologies, and expertise that is capable of
transforming the human resource output [26] [36]. Therefore, Ghanaian SMEs
benefit from this situation by following these improved structures and processes
to advance the output and lives of employees. Therefore, contrary to the negative
perception of domestic SMEs about FDI inflow activities in Ghana, improved
government policies can create a win-win ecosystem.

FDI inflow activities in Ghana positively affect inter-firm value co-creation
decisions (ITC). This supports the outcome of existing literature [38] [39] to
suggests that the inflow of FDI in an economy creates avenues for collaboration
between domestic and foreign firms. However, the case of Ghanaian SMEs could
be explained by two reasons; the need for these SMEs to partners with other
domestic firms to compete with the foreign-owned businesses or the need for
these domestic SMEs to partner with the foreign-owned companies to avoid the
competition from the foreign-owned businesses. Irrespective of the rationale,
inter-firm value co-creation is desirable for improved firm performance [49]
[50]. Inter-firm value co-creation decisions positively affect EVS in Ghanaian
SMEs. This supports the assertion of [49] to show that firms collaborating for a
common goal have a higher probability of engaging in environmentally friendly

practices. Therefore, to improve environmentally friendly practices in Ghana,
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the role of FDI inflow activities and inter-firm value co-creation decisions are
significant. Inter-firm value co-creation decisions positively affect ECS, this is
established in the literature [40] to show that inter-firm value co-creation deci-
sions birth innovation, creativity, and high firm performance. Consequently,
Ghanaian SMEs can create value and improve firm performance through colla-
boration with foreign-owned businesses. Finally, inter-firm value co-creation
decisions positively affect SSS, this is possible because the successful diffusion of
inter-firm value co-creation requires the seamless integration of business processes
[50]. Thus, Ghanaian SMEs engaging in collaborations with either foreign-owned
or domestic businesses are likely to engage in the best human resources practic-
es. So, to boost the productivity of the Ghanaian industry through innovation
and creativity, government policies should encourage inter-firm value co-creation
collaborations.

In testing the mediating role of SMEs ITC decisions in the relationship be-
tween FDI, EVS, ECS, and SSS in Ghana, we find an insignificant mediating role
of ITC decisions in the relationship between FDI and EVS. This result could be
explained by the fact that environmentally friendly practices are not the main
reasons behind the inter-firm value co-creation collaborations of these SMEs.
Therefore, government policies to promote foreign-owned business and domes-
tic SMEs collaboration should have incentives for partnerships with environ-
mentally friendly outcomes. However, ITC decisions positively mediate the rela-
tionship between FDI inflow activities and ECS in Ghanaian SMEs. This out-
come is synonymous with the findings of [49] [50] to prove that the main pur-
pose of inter-firm value co-creation decisions is to create value and maximize
the economic value of collaborating firms. Thus, domestic SMEs have a higher
likelihood of increasing productivity through strategic partnerships with for-
eign-owned businesses. Nonetheless, ITC decisions show a non-significant me-
diating role in the relationship between FDI inflow activities and SSS. While this
contradicts the earlier results which establish a significant positive relationship
between FDI and SSS and ITC and SSS, it supports the assertion that most in-
ter-firm value co-creation partnerships in Ghana are for economic gains. There-
fore, SMEs can optimize their gains if EVS, ECS, and SSS are all considered in

ITC partnerships with foreign-owned businesses.

5. Conclusions

The study evaluates the relationship between FDI inflow activities in Ghana and
the influence on SMEs’ strategic decisions (EVS, ECS, and SSS). We conclude
that all the direct relationships examined in the study between FDI inflow activi-
ties, EVS, ECS, and SSS are positively significant. However, ITC decisions me-
diate the positive relationship between FDI inflow activities and ECS.

FDI inflow activities positively affect EVS in Ghanaian SMEs. This could be
explained by the fact that foreign-owned businesses are known to engage in en-

vironmentally friendly practices in host-countries which changes the landscape
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of the industry. Further, the need for domestic SMEs to compete with these
businesses drives their participation in environmentally friendly practices. Thus,
a regulated influx of foreign-owned businesses is desirable for the environmental
sustainability of Ghana. FDI inflow activities positively influence ECS in Gha-
naian SMEs. Foreign-owned businesses can invest and introduce new equip-
ment, processes, technology, and procedures in the host country. This creates
the need for domestic SMEs to improve their existing systems and processes to
meet the competition and thus drives productivity. Therefore, the influx of for-
eign-owned businesses creates a knowledge repository that challenges SMEs to
invest in modern technologies and engage in industry best practices. Again, FDI
positively affects SSS in Ghanaian SMEs. Besides technology transfer from FDI
inflow activities, foreign-owned businesses also come with managerial expertise.
Therefore, domestic SMEs can learn and adopt these practices to improve hu-
man resource management. Subsequently, the government should institute poli-
cies that promote progressive collaboration between domestic SMEs and for-
eign-owned businesses.

FDI inflow activities in Ghana positively affect inter-firm value co-creation
decisions in Ghanaian SMEs. This is explained by the fact the SMEs need to sur-
vive the competition of foreign-owned businesses through collaboration with
domestic SMEs. Further, these collaborations could be triggered by the fact that
the SMEs need to avoid competition by collaborating with foreign-owned busi-
nesses. Either of these collaborations is desirable, therefore, the government
should institute policies that create fair competition to drive purposeful collabo-
rations. Inter-firm value co-creation affects EVS in Ghanaian SMEs. This is ex-
plained by the fact that collaborations are built on the best practices of individu-
al firms. Further, it could be explained by the dominance of the foreign-owned
firm in the partnerships. Therefore, the call for environmental sustainability in Gha-
na can be answered with the collaboration between domestic and foreign-owned
businesses. Further, ITC influences ECS in Ghanaian SMEs. This is because the
purpose of inter-firm value co-creation is the create value through the sharing of
ideas, resources, and expertise. Therefore, the government of Ghana should pro-
vide incentives to drive domestic and foreign-owned business partnerships at
different levels. Finally, ITC drives SSS in Ghanaian SMEs. This is possible be-
cause, through the collaborative effort of two or more businesses, the best hu-
man resource practices can be exchanged. Therefore, the overall gains of FDI in-
flow activities in Ghana to SMEs could significantly surpass the perceived dis-
advantages if great policies are instituted to create a win-win ecosystem.

Finally, the positive relationship between FDI inflow activities and EVS in
Ghanaian SMEs is not explained by ITC. This is mainly because of the partner-
ship arrangements of the party’s centers around product innovation and creativ-
ity. Again, this could explain the minimal interest of Ghanaian SMEs in envi-
ronmentally friendly practices. Therefore, government policies to promote col-

laborations with domestic SMEs and foreign-owned businesses can offer addi-
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tional incentives for businesses collaborating for a sustainable environment.
Contrary, ITC significantly explains the relationship between FDI inflow activi-
ties in Ghana and the ECS of SMEs. This is explained by the fact that inter-firm
value co-creation between firms generates innovative products and services.
Thus, SMEs can collaborate with foreign-owned businesses to take advantage of
their technologies, processes, and procedures. Finally, ITC failed to explain the
relationship between FDI inflow activities and SSS in Ghanaian SMEs. There-
fore, besides, ECS Ghanaian SMEs should collaborate for EVS and SSS sustaina-
bility.

6. Implications for Future Studies

The study estimates the relationship between FDI inflow activities and SMEs’
strategic decisions (EVS, ECS, and SSS) in Ghanaian SMEs. The study employs
primary data given the unavailability of data on SMEs activities in connection
with FDI in the country. This study could be replicated in other countries where
secondary data is readily available. We expect future studies to focus primarily
on the relationship between FDI inflow activities and the environmental sustai-
nability decisions of SMEs. This is because currently, environmental degradation
has become a problem in Ghana. Therefore, the outcome of future studies in this

area could shed light on the phenomenon.
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