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Abstract

Effective recruitment and selection practices are key factors to the entry point of human resources in any organization and
they also tend to determine the success and sustainability of SMEs. This present study sought to identify the skills and
competences required of graduates by SMEs, and the graduates selection and recruitment practices of SMEs. A
questionnaire survey was chosen as the most appropriate design for this investigation, with purposive sampling being used
to select respondents ranged from company top management. The data was analysed using SPSS. The results suggest that
a majority of SMEs do recruit graduates but do not retain them beyond three years. Respondents identified information
technology as the most important skill they require of graduates; followed by numerical skills, written communication
skills, oral communication skills, confidence and self discipline. The findings will enhance a realistic recruitment and
selection interface between graduate jobseekers and SME recruiters in Ghana.
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1. Introduction and Problem Statement

Small and medium enterprises (SMESs) represent about 92% of Ghanaian businesses and contribute about 70% to the
nation’s GDP and more than 80 percent to employment (Abor and Adjasi, 2007). Small and medium-sized businesses
[SMEs] contribute significantly to the growth of economies. According to Chapman (1998) small firms (employing 50
or less), account for 99% of enterprises in the UK. In Ghana, SMEs have been identified as the catalyst for the
country’s economic growth as they are a major source of income and employment (Mensah, 2004). In recent times,
Ghanaian SMEs appear to have made significant gains in selling their products and services in the larger West African
market (Puplampu, 2005). Additionally, more and more SMEs have been established and aimed at foreign markets
(Hinson, 2007).

To Ongori (2010), “recruitment and selection practices are the key factors to the entry point of human resources to any
organization which also tends to determine the success and sustainability of SME’s”. Human resource practitioners and
academics worldwide hold the belief that, survival, growth and development of an organisation grossly depend on an
effective and efficient culture of recruitment, selection and placement of people endowed with broader and deeper range
of core competencies, preferred attitudes, knowledge, skills and experiences. The ultimate goal of recruitment,
selection and placement of people is to bring to bear on organisations, preferred attitudes, behavior and culture to elicit
better performance irrespective of one’s ability or otherwise (Encyclopedia of international business and management,
1996).

Published by Sciedu Press 45



www.sciedu.ca/ijba International Journal of Business Administration \ol. 2, No. 3; August 2011

An exploratory study by Puplampu (2005) found that human skills and competencies are required for the effective
management of SMEs. One major finding from Puplampu (2005) was that some SMEs considered themselves as
unsuccessful because of poor technical capacity, human resource problems and performance. These SMEs believe that
the possession of certain skills and competencies are required for success in the regional and international markets.
Professional skills were by far the greatest need alongside others like human, technical and academic capacity skills.
These professional skills relate to team and marketing skills, strategic planning, leadership and managerial skills among
many others. The least important skill according to the survey is academic capacity which refers to educational
qualifications and time spent at school. It is therefore necessary to consider how SMEs can better position themselves
internally in terms of their skills and competencies, corporate structures and leader foci (style, background, strategy and
vision) in order to enter and successfully operate in the regional and international market place (Puplampu, 2005).

It is now well established that one of the factors which inhibit small business growth is the shortage of management
competence within the firm (Daniels et al., 1993). Puplampu (2005) asserts that lack of managerial know-how places
significant constraints on SME development whilst Monsted (1989) also concluded that the majority of entrepreneurs have
little or no managerial experience prior to setting up their business and no formal management training or qualifications.
Therefore to develop and improve the level of managerial competencies an SME has three possible options: develop the
managerial competence of the owner; employ consultants when management problems arise; and recruit another
employee to perform a managerial role. However, recruiting people who are wrong for the organisation can produce
long-term negative effects like high training costs, increased labour turnover and generally increased costs for the
organisation. At worst, the organisation could possibly fail to achieve its objectives thereby losing its competitive edge and
its share of the market (Armstrong, 2009).

Large organisations no longer are able to absorb the significant number of university and other tertiary graduates entering
the labour market and this has forced the small and medium sized businesses sector into the limelight. There is growth of
employment within the small and medium sized (SME) sector, thus it comes as no surprise that the SME sector has
therefore been highlighted as having the potential to offer graduates the opportunity of their first “trip” along their career
journeys (Stewart and Knowles, 2000). It is estimated that SMEs employ 22% of the adult population in developing
countries (Daniels, 1994). In Ghana data from the Registrar General’s office indicates that about 90% of registered
companies are SMEs (SECO-IFC, 2007). However, although SMEs act as a good stepping stone for some graduates,
recent studies have shown that a majority of those graduates end up in different jobs after three years; (DFEE, 1996;
Harvey, et al., 1997; Williams and Owen, 1997) based on this and the growing significance of SMEs as potential and
actual employers of graduate students at some point in their careers, this present study will seek to consider whether: SMEs
offer graduate employment opportunities; what jobs SMEs will recruit graduates for; which skills and competences
SMEs look for during a graduate recruitment and selection process; and whether recruited graduates are retained after
employment.

1.1 Research Objectives

This paper aims to highlight the skills and competencies SME employers require of graduates in the recruitment and
selection process. It specifically aims to:

e Assess which jobs SMEs offer as employment opportunities;
e ldentify and rank skills and competencies SMEs look for in a graduate recruitment and selection process;
o Identify factors which inhibit graduate recruitment in SMEs
e  Ascertain whether graduates recruited are retained.
1.2 Research Questions
Based on the foregoing research objectives, the study seeks answers to the following questions:
e Do SMEs recruit tertiary graduates?

What types of jobs are offered to graduates?

What kind of skills and competencies do SMEs look for when recruiting and selecting graduates?

Are graduates retained after employment?
1.3 Research Hypothesis
The following hypothesis will be tested in addition to the above research questions.
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e SMEs that recruit graduates with the required skills and competences will outperform their counterparts who do
not recruit skilled graduates.

1.4 Significance of the Study

The study seeks to contribute to existing knowledge and explore links between higher education and SME employers in
Ghana. Research into the graduate recruitment and selection practices of SME employers and the skills and competencies
required from graduates will firstly assist training and education authorities to better equip graduates with the skills
required in the job market. It would also promote the integration of education at tertiary institutions and workplace
learning. Findings from the study would benefit graduates, as they would learn the skills required by employers to be able
to perform better, especially in SMEs.

2. Literature Review
2.1 Definitions and Concepts of Small and Medium Enterprises (SMES)

There is no single, uniformly acceptable definition of a small firm (Storey, 1994). Kayanula and Quartey (2000) state that
firms differ in their levels of capitalisation, sales and employment. The Bolton Committee (1971), formulated an
*economic and statistical” definition whereby firms in manufacturing, construction and mining were defined in terms of
numbers of employees (in which case 200 or less qualified the firm to be a small firm), those in retail, services, wholesale
etc were defined in terms of monetary turnover (in which case the range is 50,000- 200,000 British Pounds to be
designated small). Firms in motor trades sector are designated small if they have a turnover of 100,000 British Pounds or
less. According to Storey (1994:13) the European Commission (EC) coined the term “Small and Medium Enterprises”
(SME): made up of three components: firms with 0-9 employees- micro enterprises; 10-99 employees- small enterprises;
100-499 employees- medium enterprises. In effect, the EC definitions are based solely on employment rather than a
multiplicity of criteria. The Ghana Statistical Service (GSS) considers firms with less than 10 employees as Small Scale
Enterprises and their counterparts with more than 10 employees as Medium and Large — Sized Enterprises (Kayanula and
Quartey, 2000).

However the National Board of Small Scale Industries (NBSSI) applies both the “fixed asset and number of employees’
criteria. It defines a small scale enterprise as one with not more than 9 workers with plant and machinery (excluding land,
building and vehicles) not exceeding 1000 Cedis (Kayanula and Quartey, 2000). The above shows that there is a problem
when it comes to defining SMEs but whatever the case may be, they contribute significantly to the development of
countries especially the developing ones like Ghana. As noted by Kayanula and Quartey (2000), ‘the dynamic role of
SMEs in developing countries as engines through which the growth objectives of developing countries can be achieved
has long been recognised’. SMEs are noted to employ 22% of the adult population in developing countries and more
specifically, about 15.5% of the Ghanaian labour force.

2.2 The Role of SMEs and Constraints to Their Development

Small and Medium Enterprises are especially effective job creators and have a reputation for providing income and
training opportunities as well as important basic services for disadvantaged people (Altenburg et. al, 2006). Many of such
firms are owned and operated by entrepreneurs and their families — manager/owner (Chell, 1999; Moran, 1999).
According to Puplampu, (2005) the Ghanaian situation is not much different. Buame (2000) also highlights that SMEs
account for some 50% of GDP in Ghana. Kayanula and Quartey (1998) also indicated in their study that the SME sector’s
output as a percentage of GDP accounted for 6% of GDP. The above highlights the growth of the sector in recent times.

Forstater et al (2002) have argued that SMEs offer a unique opportunity for developing countries to grow. Anheier &
Seibel, 1987; Liedholm and Mead, 1987; Schmitz, 1995; have all suggested that SMEs are more labour intensive than
larger firms and therefore, have lower capital costs associated with job creation. They also improve the efficiency of
domestic markets and make productive use of scarce resources, thus, facilitating long term economic growth (Quartey,
2000). However, SMEs face a variety of constraints such as difficulty of absorbing large fixed costs, the absence of
economies of scale and scope in key factors of production, and their higher unit costs of production (Puplampu, 2005
citing Schmitz, 1982; Steel and Webster, 1990). Other constraints include input constraints, finances and cash flow
(Aryeetey et al., 1994), domestic demand (Daniels and Ngwira, 1993), access to international markets and regulatory
constraints (Aryeetey et al, 1994). According to Puplampu (2005), lack of managerial know-how also places significant
constraints on SME development.

2.3 Essence of Recruitment and Selection Practices

Griffen (2006) explained management as a process of managing the resources of the organisation. These resources he
mentioned are financial, physical, information and human. Mathis and Jackson (2010) admitted that, of all resources
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available to organisations, humans are the glue that hold or bind the other resources. This implies that, without the right
personnel, SMEs will be found wanting in terms of performance. Since SMEs are labour intensive (Anheier & Seibel,
1987; Liedholm and Mead, 1987; Schmitz, 1995), recruitment and good selection practices are inevitable.

For Bratton and Gold (2007), recruitment and selection practices involve two interrelated processes. Recruitment is the
process of generating a pool of capable people to apply for employment to an organisation whiles selection is the process
by which specific instruments are employed to choose from a pool of applicants’ most suitable for the job taking into
consideration, management goals and legal requirements. Recruitment therefore provides the organisation with a pool of
potentially qualified candidates from which selection can be made to fill job openings. Recruitment and selection are
therefore a crucial part of organisational success. Spencer (2004) mentioned that effective recruitment and selection are
strategically important to any firm. Recruiting and selecting the wrong candidates can have extensive negative cost
implications, while effective processes can contribute to a reduction in turnover and therefore increase in productivity.

Most businesses would like to benefit from an influx of talent, enthusiasm and fresh ideas. However it comes with an
acceptable cost. Armstrong (2009) suggests that the overall aim of the recruitment and selection process should be to
obtain at minimum cost the number and quality of employees required to satisfy the human resource needs of the
organisation. He asserts that the three stages of recruitment and selection are; defining requirements (preparing job
descriptions and specifications, deciding terms and conditions of employment), attracting candidates (reviewing and
evaluating alternative sources of applicants, inside and outside the organisation) and selecting candidates (sifting
applications, interviewing, testing, assessing candidates, assessment centres, offering employment, obtaining references;
preparing contracts of employment).

Sources of recruitment are either internal or external but an organisation’s choice will depend on the human resources
needs and objectives with each of them having their merits and demerits. Cascio (2010) identifies that in deciding where,
when and how to implement recruitment activities, initial consideration should be given to a company’s current employees,
especially for filling jobs above the entry level. According to Cascio (2010), if external recruitment efforts are undertaken
without considering the desires, capabilities and potential of present employees, both short and long run costs may be
incurred. Internal sources could be by job posting, referrals etc (Desslar, 2008; Shillingi, 2010).

According to Armstrong (2009) and Dessler (2008), the employee selection process usually takes place in the following
order:

There is a preliminary interview which is used to eliminate those candidates who do not meet the minimum eligibility
criteria identified by the organisation. Candidates who are successful in the first stage are required to complete application
blanks which detail the candidate’s age, qualification, experience etc. Written tests which could comprise of aptitude,
intelligence, personality etc test are also conducted during the selection process. These tests are usually seen to be
objective and unbiased. Successful candidates then go through employment interviews where there is an interaction
between the interviewer and interviewee which has the aim of getting candidates who are suitable for the job. In order to
decrease chances of absenteeism and ensure a proper fit with the job, medical tests are conducted to ensure physical fitness
of the potential employee. After proper reference checks, the candidate is then finally appointed by the provision of a
formal appointment letter.

2.4 Empirical Evidence of Graduate Recruitment in SMEs

Small employers tend to recruit as required. They do not have formal graduate schemes and are not tied to any set of
recruitment or to a fixed recruitment programme, so vacancies may occur at any time of the year. Small companies may
also not have a formal graduate recruitment brochure or application form. Interviews are likely to be informal and staff
may not be trained in interview skills, so candidates will need to make sure that they bring out their strongest selling points
and ask lots of questions (Kent Careers, 2008). Common to the findings of Williams and Owen (1997), Stewart and
Knowles (2000), through interviews, established that recruitment activities undertaken by SMEs generally relied on
newspaper advertisements to generate applicants. None of the three SMEs interviewed, however used application forms in
the recruitment process.

With respect to the selection process, all the SMEs rely heavily upon the interview, which concurs with Gabb (1997) who
refers to employers still considering the interview as an essential part of the selection process. Harvey et al (1997) report
that a variety of ways of actually selecting graduate employees are adopted, the common practice being the use of
application forms and interviews with larger recruiters often combining these methods with assessment centres and
various forms of tests. However, they comment that for smaller companies, using sophisticated assessment centres is not a
viable approach to recruiting graduates.
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According to Batram et al (1995), the recruitment and selection practices used by small organisations are different from
those applied by large firms. Unlike large firms, small businesses tended to use more informal and unstructured
mechanisms. Employers of small businesses also consider applicants personality characteristics such as honesty, integrity
and interest in the job more importantly than ability, aptitude or attainment.

Holden et. al., (2002) investigated the importance of a university qualification in job selection with 18,561 SMEs. They
found that 77 percent of the sample believed that ‘attitude and character’ were important factors for recruitment followed
by experience (64 percent) and an industry related course (41 percent). However, only 9 percent of the sample believed
that a university qualification was an important requirement for employee selection. Graduates in the eyes of Employers
(2002) observed in their survey of 104 companies that over 70 percent believed that degrees were devalued as a means of
measuring employability and 51 percent felt that graduates were not necessarily better equipped for the workplace when
compared to non graduates of the same age. SMEs have also tended to claim that it is expensive to employ and train
graduates particularly given the risk that they will leave after training to go to a bigger firm (Beer and Salt, 2004). Pittaway
and Thedam (2004) found that micro businesses did not believe their business to be appropriate for graduates as they could
not utilize graduate skills. Although some evidence suggests that SMEs tend to have a negative perception toward graduate
employment, examples abound of valuable and beneficial contributions of graduates to their firms (Stewart and Knowles
2002).

A series of qualitative interviews were conducted with SME managers in the North East of UK (Johnson, 1993) and
findings were that, SME managers saw graduates as a product of the academic world. The academic world was seen as
sheltered, insular, protective and divorced from reality, useless and impractical compared to the business world which was
perceived as practical, money, time and results oriented. Over 70 percent of the interviewees expressed serious doubts of
the ability of graduates to make the cultural leap from the academic world to the business world. The interviewees
perceived graduates as arrogant, elitist and unwilling to join and communicate with others well educated than them. This
negative perception of graduates made the interviewees seriously reluctant to recruit into their firms.

In a survey of 1033 SMEs, Williams and Owen (1997) observed that the majority of the sample perceived graduates as
unlikely to stay in long term employment, lacked relevant work experience and wanted a salary that was far too high for
their job role. In spite of these findings, graduates are perceived positively with their ability to communicate ideas, the
creative skills they possessed and their IT skills. Williams and Owen (1997) further observed that, in principle a majority
of SMEs were opposed to the idea of employing graduates. This, the authors suggest will be because employers are not
graduates themselves hence may feel threatened and uncomfortable at the notion of employing graduates. However,
employers who are graduates themselves may be more likely to recruit graduates into their organisation.

William and Owen (1997) further highlight a number of important findings with respect to recruitment and selection of
graduates within SMEs:

e The intake for graduates seemed more likely to occur in SMEs where a graduate has responsibility for
recruitment.

e The main perceived benefits of recruiting graduates cited were being good with clients, having well developed
management skills bringing new ideas

e There was also a general perception that a graduate’s additional knowledge and enhanced skills would be
advantageous.

e 15 percent had recruited ex-placement or vacation student to their full time staff, following graduation. Such
methods of recruitment were considered to be valuable in terms of providing an effective and economic way of
recruiting future graduate employees. Other most popular methods of graduate recruitment cited were news
papers advertisements, universities or personal contacts.

2.5 Graduate Contribution to SMEs

The Association of Graduate Recruiters (1995) states that SMEs will need to understand the benefits graduates can bring
so that the likelihood of future graduates entering employment within the SME sector is realized. As advanced earlier by
Williams and Owen (1997), ‘graduates are said to benefit the companies they work for by being good with clients,
having well developed management skills and bringing new ideas’. Stewart and Knowles (2000) also posit that “from
the interviews conducted, benefits were cited for example, Company Y perceived that a fresh graduate would bring “‘new
ideas’ into the company that has got quite a number of old heads”. Company X considered that recruiting more
graduates into the company would result in having ‘better skills and trained managers’ which would ‘enable the
company to grow’.
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2.6 Graduate Underrepresentation in SMEs

SMEs have tended to claim that it is expensive to employ and train graduates particularly given the risk that they will
leave after training to a bigger firm (Beer and Salt, 2004). There are however external barriers to consider that may
contribute to the under representation of graduates in SME’s. Several researches conducted showed that, there is a
growing body of evidence that suggests that large companies often pay significantly higher salaries when compared with
SMEs for the same caliber of graduates (Kullberg and Burren, 1996; Miller and Mulvey, 1996). This finding was
supported by Bedfield (1999) who observed that the average salary for graduates in companies with over five hundred
employees was thirty six percent higher than those in organisations with less than twenty five employees.

A further barrier involves work bargaining and fringe benefits in SMEs compared with large companies. Research by
Bedfield (1999) found that fringe benefits (ranging from merit related pay to pension schemes) are significantly more
common in large firms. Nabi (2003) argues that SME managers may not consider their businesses to have any job
opportunities at graduate level. This perception amongst managers of SMEs is likely to prevent such organisations from
recruiting graduates because they do not see any worth, value or benefit for their firm by employing them (Holden and
Jameson, 2002). In this same regard, graduates may be recruited into low skill jobs within SMEs, sometimes with little
or no reference to their qualifications, as the graduate may choose underemployment rather than unemployment because
of lack of traditional ‘graduate level’ opportunities (Small Business Service, 2002). The above could explain why
graduates are more likely to seek employment in large companies rather than SMEs.

3. Methodology

As noted by Delport (2002), questionnaires or survey designs are one of the data collection methods used when working
from a qualitative perspective. Creswell (1994) also maintains that the main aim of a qualitative study is to make an
enquiry into a human or social problem, test a theory composed of variables, measure it with numbers and analyse it
statistically. The study therefore employed a survey and interview approach. A detailed questionnaire was designed using
a cross-sectional approach in which primary data was sought from the sample SMEs. The questionnaire included both
open and closed ended questions with variables to be measured. Purposive sampling technique was used to generate a
sample of 30 Ghanaian growth SMEs form the data base of the Association of Ghanaian Industries (AGI) because they are
more likely to employ graduates than non-growth companies (Kerlinger and Lee, 2000). Although two respondents each
were targeted, only 30 were received representing a response rate of 60%. The targeted respondents were company
owner-managers in the Ga-East and Ga-West Districts of the Greater-Accra region of Ghana, encompassing the capital
city.

A two-section questionnaire was designed and piloted in ten SMEs. Questions covered the research objectives:
recruitment of graduates in the SME; skills and competencies important for graduate recruitment and selection in SMEs;
factors inhibiting graduate recruitment in SMEs and graduate retention in SMEs. Data collected for objectives | and 3 was
analysed using the statistical package for the social sciences (SPSS) with results expressed in descriptive statistics such as
percentages and frequencies. Objective 2, which is to identify and rank the skills and competencies SMEs look for in
graduate recruitment and selection was analysed using Kendall’s Coefficient of Concordance (W) given as:

ZT—(ZT)/
m?2(n? —1/

W is an index that measures the ratio of the observed variance of the sum of ranks to the maximum possible variance of the
sum of ranks. The idea behind this index is to find the sum of ranks for each skill and competence being ranked and then to
examine the variability of the sums. If the rankings are in perfect agreement, the variability among the sums will be at a
maximum.

In the study m is the graduates to be recruited by the SMEs whilst n represents the skills and competencies which need to
be possessed by the graduates, categorised under academic and transferable skills as: Numeric skills ; Information
technology skills; Written communication; Oral communication; Self discipline; Confidence; Leadership skills; Mature
attitude ; Interpersonal and teamwork; Positive Work Ethics; Time management; Negotiation skills; Decision making
skills; Innovation; Problem Solving, etc.
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4. Data Analysis and Results

Descriptive and inferential statistics were used in analyzing the responses from the questionnaire. Percentages formed
the descriptive instrument while Kendall’s Coefficient of Concordance was the inferential statistical instrument used.

4.1 Discussion of Empirical Findings
Results in Table 1 indicate the category of SMEs involved in the study.
<Table 1 about here>

Thirteen of the respondent firms representing 43.3% were micro enterprises; a further 4.3% were small scale enterprises
while the least numbers of SMEs (4) representing 13.4% were medium sized enterprises. The SMEs are selected from
industries ranging from manufacturing to service delivery. Specifically, of the 30 SMEs, 10 (33.3%) were into
manufacturing, 5 (16.6%), Agro processing, 9 (30.0%) in service delivery, 3 (10.0%) in trading retail while only 1 (3.3%)
were engaged in imports of goods. However, all the 30 companies were registered under the Ghana Companies Code. This
is an indication of good business management and knowledge of entrepreneurship by the owners and managers of the
companies involved in the survey.

4.2 Companies Recruiting Graduates

According to Ongori (2010), “recruitment and selection practices are the key factors to the entry point of human resources
to any organization which also tends to determine the success and sustainability of SME’s”. In relation to the above, the
study sought to find out if SMEs recruit graduates since they are skilled labour. Results of the survey indicated that some
SMEs recruit graduates while others do not and Table 2 provides the summary below. Out of the 30 SMEs, 93.3%
indicated that they did recruit graduates while only 6.7% indicated that they do not recruit graduates. This confirms the
findings by Cushlow (1999), and Stewart and Knowles, (2000) that some SMEs recruit graduates. However, it is in sharp
contrast to Pittaway and Thedam’s (2004) findings which ~ found that micro businesses did not believe their business to
be appropriate for graduates as they could not utilize graduate skills.

Specifically, 2 SMEs (6.6%) each indicated that they recruit the following number of graduates annually 3, 4, 6 and 10
respectively. Only 1 SME each indicated that they recruit 8 and 50 graduates annually in expectation of various structural
expansions in the business. This confirms studies undertaken by authors like Stewards and Knowles (2000) and, Pittaway
and Thedham (2005) that SMEs recruit few numbers of graduates as compared to larger firms. These results vindicate
studies conducted elsewhere but it is noteworthy that one SME reported a figure of 50 graduates recruited annually.

<Table 2 about here>
4.3 Jobs for which SMEs Recruit Graduates

The study further sought to ascertain for which jobs SMEs recruit graduates. In Table 3 the results presented shows that of
the total of 59 responses obtained with regards to the jobs 8.4% mentioned marketing, managerial and secretarial jobs.
Fifteen respondents (25.4%) mentioned accounting, while 12 (20.3%) mentioned administrative jobs. One respondent
each (1.7%) mentioned the following jobs respectively; customer service, pharmacy, manufacturing, sales representative,
computing, community task work, software development, poultry technician, architecture and field surveyors whilst two
respondents (3.3%) mentioned business development services.

<Table 3 about here>
4.4 ldentification and Ranking of Skills and Competencies Important for Graduate Recruitment and Selection in SMEs
<Table 4 about here>

There are various skills and competencies that SMEs deem important for graduate recruitment and selection. To rank these
skills and competencies in order of the most pressing to the least pressing, the Kendall’s Coefficient of Concordance (W)
analysis was employed. The results are presented in Table 4 below. It can be observed that there is 40.3% agreement
between the rankings of the skills and competencies that SMEs consider important before recruiting graduates.
Collectively the SMEs expressed information technology with the least mean rank of (4.85%), as the most pressing
competency and skill needed whilst innovation on the part of the graduate with a mean rank of (12.27) was the least
pressing competency required. This might be because most owner/managers being entrepreneurial tend to be innovative
and creative, thus generating most of the ideas needed in managing their businesses and thus needing less of that skill. The
14 other competencies and skills with their mean ranks are indicated as follows.

Numerical skills (5.25); written communication (5.33); oral communication (5.73); confidence (6.55); self discipline
(6.68), mature attitude (8.20); interpersonal and teamwork (8.38); leadership skills (8.53); time management (9.30);
positive work ethics (9.50); decision making (10.65); problem solving (11.70); negotiating skills (12.07) and others
(12.77).
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4.5 Hypothesis and Test for W (Competencies and Skills)
Ho: There is no agreement in the rankings of the competencies and skills required by SMEs before recruiting graduates.
Hi: There is an agreement in the rankings of the competencies and skills required by SMEs before recruiting graduates.

In testing for the level of significance for the hypothesis set for the rankings, a chi-square value of (193.291) which is
statistically significant at 10% was obtained as provided in Table 5 below.

<Table 5 about here>

Hence the null hypothesis (Ho) is rejected and the alternate hypothesis (Hi) is accepted. There is therefore agreement
between the skills and competencies that SMEs require from graduates before they are recruited.

4.6 Factors Inhibiting Graduate Recruitment into SMEs

The study further investigated the factors that inhibit graduate recruitment into SMEs in Ghana. Three respondents each
representing (6.5%) mentioned cost of maintaining graduates in SMEs as expensive; also some graduates have poor
managerial skills, and SMEs not being able to offer high job earnings as compared to larger firms. The inability of SMEs to
offer high job earnings was confirmed as several studies conducted showed that, there is a growing body of evidence that
suggests that large companies often pay significantly higher salaries when compared with SMEs for the same calibre of
graduates (Kullberg and Burren, 1996; Miller and Mulvey, 1996). It was also reiterated by Bedfield (1999) who observed
that the average salary for graduates in companies with over five hundred employees was thirty six percent higher than
those in organisations with less than twenty five employees hence this reason could account for reasons inhibiting SMEs
from employing graduates.

One respondent each representing (2.2%) expressed the following as inhibiting factors of graduate recruitment into SMEs;
some graduates are not hardworking; some graduates have poor relationships with subordinates and management and
some employers especially non graduates feel intimidated by the graduates. This happens to be another confirmation by
Williams and Owen (1997) who suggested that because employers are not graduates themselves, they may feel threatened
and uncomfortable at the notion of employing graduates.

<Table 6 about here>

Training of old staff to do the job is more preferred; graduates are not flexible and cannot adapt to change; graduates do not
consult SMEs for employment but rather prefer to send their applications to large organizations. SMEs cannot afford to
pay graduates so they go for senior high school leavers and train them; Graduates are of no use in areas of decision taking
because the owner or manager takes all the decisions.

Two respondents each representing (4.3%) expressed the following; SMEs are not financially sound to be able to recruit
more graduates and meet their demands and some graduates find it difficult to apply book knowledge to practical
situations. This other factor was long established by Johnson (1993) that SME managers saw graduates as a product of the
academic world and this world was seen as sheltered, insular, protective and divorced from reality. This therefore implies
that SME managers in the north east of UK and Ghana have similar views concerning graduate employment.

Other inhibiting factors mentioned are; the nature of the job does not require graduate recruitment and lack of experience
on the part of the graduates. 4.3% also did not provide any responses, 6 respondents (13%) expressed that the remuneration
provided by SMEs is low.

Thus, these results make the idea of most graduate entrants having serious skills gap, lack of initiative and weak
interpersonal skills the most frequented (17.4%) factor which inhibits graduate recruitment into SMEs, followed by the
low remuneration provided by SMEs.

4.7 Graduate Retention in SMEs

The study further sought to ascertain the number of graduates that are retained by SMEs and the period of retention. The
results showed that out of the thirty respondents, only 8 (26.6%) retained the graduates recruited.

Of that number, 2 firms (6.6%) each indicated that they retain the graduates for 6 months and 10 years respectively; 2
firms (6.6%) each also indicated that they each are able to retain the graduates for 2 years and 3 years respectively.
Therefore out of the 30 firms, 24 representing (80%) indicated that they are not able to retain the graduates recruited.
These results are significant because as noted by Williams and Owen (1997), and Stewart and Knowles (2000),
‘graduates are said to benefit the companies they work for by being good with clients, having well developed
management skills and bringing new ideas’. Therefore if Ghanaian SMEs do not retain the vast majority of graduates
they recruit, they would undoubtedly lose the benefits and value that might have accrued to their firms. Interestingly,
finding from the interviews conducted seemed to support the assertions of Williams and Owen (1997) and Stewart and
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Knowles (2000). These are reflected in some of the comments of top management members: Company Y perceived that
a fresh graduate would bring ‘new ideas’ into the company that has got quite a number of old heads”. Company X
considered that recruiting more graduates into the company would result in having ‘better skills and trained managers’
which would “‘enable the company to grow’.

Clearly therefore, top managers recognize the potential plus points of graduate recruitment and retention in their firms.
Why then do they let graduates leave? Is it solely due to the inability of firms to hold on to graduates or do the reasons
lie with the graduates? In seeking to answer these questions, the study probed further for the reasons for low graduate
retention among the SMEs.

4.8 Reasons for Low Graduate Retention

Out of the total of 30 responses, 2 respondents each (6.3%) mentioned that the conditions of service and company policies
are not good enough; there is no job security in SMEs; and graduates use their first jobs with the SMEs as stepping stones
to greener pastures. A respondent each representing (3.1%) expressed respectively, that the graduates cannot cope with the
demands of the jobs; the relationship between the boss and the employers is often poor so the graduates leave; and SMEs
do not offer career paths and job packages that would entice graduates to stay. Seven respondents representing (21.8%)
opined that most graduates are not satisfied with their remuneration so they search for jobs while working with the SMEs
and they finally leave.

<Table 7 about here>
5. Conclusions
On the basis of the foregoing, the following conclusions may be drawn from the study:

e Most Ghanaian SMEs indicated that they do recruit graduates into their companies. This seems to reflect the
results of a study by Williams and Owen (1997) who similarly found that 34% of the 1,033 companies surveyed
had recruited at least one recent or experienced graduate in the preceding five years. However, responses from
some respondent companies also show that Ghanaian SMEs have no career progression or path and hence no
obvious “organization-defined” career paths for graduates to respond positively towards.

e Also, Ghanaian SMEs do recruit graduates for a wide range of jobs, thus from administrative type jobs such as
secretaries and administrative staff, customer service, training and so on to more technical jobs such as:
computing (IT), architecture, finance, accounting and the like.

e The study also indicated that transferable skills and qualities do play an important role in the potential
employability of graduates with small and medium sized companies. Results from the Kendall’s Coefficient of
Concordance (W) analysis confirm the above stated facts. Information Technology skills ranked (1%), written
communication skills (3"), oral communication skills (4™), leadership skills (9™), and so on. These findings are in
conformity with Puplampu’s (2005) study which showed that human skills and competencies are required for the
effective management of SMEs. A major finding from Puplampu (2005) was that some SMEs considered
themselves as not successful because of poor technical capacity and human resource problems. These SMEs
believed that the possession of certain skills and competencies are required for success in the regional and
international markets.

e In general, studies have shown that employers particularly emphasize communication skills as one of the most
important skills required of graduates (Harvey et. al. 1997; William and Owen, 1997; Stewart and Knowles,
2000). This much was reflected in the research findings, with both verbal and written communication skills
receiving very high ratings from respondents, irrespective of whether or not they currently recruit graduates.
Similarly, Harvey et al (1997) refer to SMEs valuing team working skills, which also concurred with our research
findings.

e However, the ranking of information technology skills in first (1st) position contradicts the Graduate
Employment and Training Report cited in Stewart and Knowles (2000), which found that numerical and IT skills
can hardly be described as “‘key’ to employers’ skills wish lists’. This may be explained by the fact that in a highly
developed country setting with high literacy and IT skills, almost all graduates would be adept at ICT skills. This
can be contrasted with a developing country like Ghana where ICT tools are not widely diffused so possession of
IT skills can still be seen as a novelty.

e  With regards to graduate retention after employment, the results of the study would seem to suggest that SMEs
interviewed did not have such strong convictions regarding the long- term retention of graduates. For example, an
SME in manufacturing expected to retain graduates for approximately two years and acknowledged that it was
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difficult for SMEs to fulfil a graduate’s long term aspirations due to the apparent lack of career progression.
Another firm, an estate developer suggested that perhaps fresh graduates would use the SME work experience as
a means of ‘reality testing’ and work towards achieving a stable career which was expected to be with other,
larger organisations.

6. Recommendations

The study makes recommendations for three key players; potential graduates, SMEs and the Higher Education Institutions
in Ghana as follows:

6.1 Potential Graduates

Individuals have varied reasons for choosing to continue their formal education but common to all must be the expectation
that their degree and development during their courses will enhance employability in the future. This study has shown that
many employers, especially, SMEs are seeking ‘well rounded graduates’, who have a degree and are also equipped with
and aware of the range of skills and qualities that can be transferred to the workplace.

However, it was observed that the commonest occurring factor that was cited as inhibiting graduate recruitment into SMEs,
was, ‘most graduate entrants have serious skills gap, initiative and have weak interpersonal skills’. Thus, individuals
should not only concentrate on attaining academic qualifications but must also learn to develop the skills and qualities that
future employers from all sizes of organisations will require in the workplace and expect graduates to demonstrate within
the context of the work situation.

6.2 Small Businesses

It has been highlighted that the SME sector has experienced growth in terms of creating new job opportunities for
graduates, yet penetration of graduates into this sector seems to be slow. SMEs could therefore focus on formalising and
documenting their recruitment and selection practices. SMEs should also consider planning graduate recruitment around
the academic year. A study by William and Owen (1997), found a great deal of support for their suggestion that Higher
Education Institutions (HEIs) and SMEs should develop partnerships to facilitate both the needs of small businesses and
the needs of graduates. SMEs should encourage recruitment on internship basis to help graduates acquaint themselves with
organizational skills and ethics.

6.3 Higher Education Institutions

Higher Education Institutions (HEISs) can take up the role of assisting students to develop skills and transfer their learning
and development to the world of work. Higher education institutions can play a role in introducing students to a full range
of employment opportunities that exist upon graduation. Such opportunities include the SME sector. Hence a better flow
of information about SMEs to graduates might encourage more of them to consider careers in small firms.

Finally, closer partnerships between the HEIs and SMEs may also assist in addressing some of the challenges that exist in
generating and realising employment opportunities for graduates within this sector. The AGR (1995) refers to SMEs
possessing a lack of awareness of what both universities and graduates have to offer. Perhaps the utilization of
undergraduates via work experience opportunities incorporated within the curriculum could be a means of addressing this
concern.

7. Suggestions for Future Research

Future research might expand the sample size as SMEs abound in other regions in Ghana. Graduates could also be sampled
for confirmation of assertions by SMEs managers.
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Table 1. Category of Companies

Source: Field data, 2010

Table 2. Graduates Recruited Annually

Source: Field data, 2010

Table 3. Jobs for which SMEs Recruit Graduates

Category | Frequency | Percentage
Micro 13 43.3
Small Scale 13 43.3
Medium 4 134
Total 30 100
No. Recruitment Annually | No. of SMEs | %
1 6 20
2 10 33.3
3 2 6.6
4 2 6.6
5 4 13.3
6 2 6.6
8 1 3.3
10 2 6.6
50 1 3.3
Total 30 100
Jobs Frequency %
Marketing 5 8.4
Accounting 15 25.4
Managerial 5 8.4
Finance 4 6.7
Administration 12 20.3
Customer Service 1 1.7
Pharmacy 1 1.7
Manufacturing 1 1.7
Sales Representative 1 1.7
Computing 1 1.7
Research 1 1.7
Community Task work 1 1.7
Secretarial 5 8.4
Software development 1 1.7
Poultry technician 1 1.7
Avrchitecture 1 1.7
Field surveyor 1 1.7
Business development 2 3.3
Total 59 100

Source: Field data, 2010
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Table 4. Rankings of Competencies and Skills

Competencies & Skills Overall Ranking Mean Rank
Information tech. skills 1 4.85
Numerical skills 2 5.25
Written communications 3 5.33
Oral communication 4 5.73
Confidence 5 6.55
Self discipline 6 6.68
Mature attitude 7 8.2
Interpersonal and teamwork 8 8.38
Leadership skills 9 8.53
Time management 10 9.3
Positive work ethics 11 9.5
Decision making 12 10.65
Problem solving 13 11.07
Others 14 11.77
Negotiation 15 12.07
Innovative 16 12.27
Kendall’s Coefficient of 0.403
Concordance 40.3%
F Statistics = 0.000
Source: field data, 2010
Table 5. Test Statistics
N 30
Kendall’s Wa 0.403
Chi-Square 193.291
df 16
Asymp.Sig 0
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Table 6. Factors Inhibiting Graduate Recruitment into SMEs

Factors Frequency %
Most graduate entrants have serious skills gap, initiative and have weak interpersonal skills 8 174
The remuneration provided by SMEs is low 6 13
Poor conditions of service provided by SMEs 4 8.7
Some graduates have poor managerial skills 3 6.5
Cost of maintaining graduates is expensive 3 6.5
SMEs cannot afford high job earnings as compared to larger firm 3 6.5
SMEs are not financially sound to be able to recruit more graduates and meet their demands 2 4.3
Some graduates find it difficult to apply book knowledge to practical situations 2 4.3
Lack of experience on part of graduates 2 4.3
The nature of the job does not require graduate recruitment 2 4.3
Some graduates are not hardworking 1 2.2
Some graduates have poor relationship with subordinates and management 1 2.2
Graduates are not flexible and cannot adapt to change 1 2.2
Graduates do not consult SMEs for employment; they only send their applications to large 1 2.2
organisations.
SMEs have no recruitment system in place 1 2.2
Some SMEs do not have large enough premises to recruit graduates into 1 2.2
Some SMEs cannot afford to pay graduates so they go for SSS leavers and train them 1 2.2
Graduates are of no use in areas of decision taking because the owner or manager takes all 1 2.2
the decisions
Some employers especially non graduates feel intimidated by the graduates 1 2.2
Training of old staff to do the job is more preferred 1 2.2
Total 46 100

Source: Field data, 2010
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Table 7. Reasons for Low Graduate Retention

Reasons Frequency %
No response 10 31.2
Most graduates are not satisfied with the salary so they search for jobs while working with 7 21.8
the SMEs and they finally leave
Most of the graduates leave after acquiring training so they can bargain at larger 3 94

organisations for better remuneration with their acquired knowledge

They lack confidence to work 3 9.4

Most of the graduates leave after acquiring training so they can bargain at larger 3 94
organisations for better remuneration with their acquired knowledge

The conditions of service and company policies are not good 2 6.3
There is no job security 2 6.3
Graduates use their first jobs with the SMEs as stepping stones to greener pastures 2 6.3
They cannot cope with the demands of the job 1 3.1
The relationship between the boss and the employers is often so poor so the graduate 1 3.1
leaves

SMEs do not offer career paths and Job packages that would entice graduates to stay 1 3.1
Total 32 100

Source: Field data, 2010
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