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Ghana’s single spine pay policy and
unemployment: The application of the partial
least square modelling approach

Martin Owusu Ansah’’, Rosemary Boateng Coffie?, Samuel Awuni Azinga® and Michael Nimo?

Abstract: The paper investigated the nexus between Ghana’s single spine pay
policy and unemployment. An exploratory sequential mixed design method was
employed to collect data from 413 business owners and managers, which com-
prised manufacturing companies, service industries, wholesalers as well as small
and medium-sized enterprises. The Statistical Package for Social Sciences (SPSS)
24.0 as well as the structural equation modelling (SEM) statistical technique with
PLS 3.0 was used to determine the hypothesized relationships. It was observed that
single spine pay policy had a significant effect on unemployment. The policy had
a very high influence on cyclical unemployment, followed by frictional unemploy-
ment as well as the structural unemployment in that order. It basically uncovered
evidence that the introduction of the policy contributed to the unemployment
situation in the country. The study contributes to the ongoing research in examining
the linkage between single spine pay policy and unemployment. It also adds to the
existing literature on the measurement of unemployment as a “multidimensional
construct” instead of the conventional “unidimensional construct” measurement.

The strategic implication of the result is discussed in the paper.
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PUBLIC INTEREST STATEMENT

Equal pay means that all workers have the right
to receive equal wage for work of equal worth.
Though the concept is forthright in the realm of
short-term benefits through the climate of public
opinion in developing economies. The long-term
consequences of equal pay have resulted in too
much assumption on their benefits, while too lit-
tle has been scrutinised on their opposing effects.
This study is one of the principal studies concen-
trating on the impact of the single spine pay
policy on unemployment situation in Ghana. The
study revealed that the introduction of the single
spine pay policy contributed to the unemploy-
ment situation in Ghana. The policy that sought to
lessen anomalies in the pay structure, instead
contributed in a weighty way towards the job-
lessness situation in the country.
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1. Introduction

Pay policy reform has become an essential activity in public service administration throughout the world
over the past two decades. The idea is regularly to motivate employees, increase in productivity and the
retention of workforce (Freeman, 1979; Lausev, 2014). The reforms are mostly undertaken by govern-
ments with the objective of refining public sector service salaries to rectify the disparities and inequalities
in the pay system (Aliu & Fuesini, 2014). The Government of Ghana in 2009 put forth the single spine pay
policy (SSPP) as a proposal to reinstate equity and transparency in public service pay administration. The
policy was implemented in 2010 to regulate the payment of public service workers, especially those
under Article 190 of the 1992 Constitution of the Republic of Ghana, over a five-year period.

As part of the measures in addressing those disparities and inequalities, various commissions and
committees have been constituted and applied with various terms of reference from the days of the
colonial era. Examples of such committee and commissions include the Guggisberg Appointed
Committee (1927); Harragin Commission (1945-1946); Mills-Odoi (Republic of Ghana, 1967); Issifu Ali
(Republic of Ghana, 1973); Justice Azu-Crabbe (1979-1983); Gyampoh (1992-1993) as well as the Ghana
Universal Salary Structure (GUSS) in 1999. It was in 2009 that the Government admitted that the SSPP
was going to be pertinent to the public service institutions as specified in the 1992 Constitution. The SSPP
policy cartegorised all public workers under the policy with the exception of the few specific institutions
(GOG, 2009). Included in the SSPP were Civil Service, the Judicial Service, the Audit Service, the Ghana
Education Service, the Ghana Health Service, the Parliamentary Service, the National Fire Service, the
Customs, the Exercise and Preventive Service, the Internal Revenue Service, the Local Government
Service, the Police Service, the Prisons Service while the Ghana Armed Forces was excluded based on
the conditions of service 71 of the 1992 Constitution.

Notwithstanding the remarkable attempts made by successive governments in correcting the
distortions in the existing pay structure, complaints of income inequality—resulting in frequent
demonstrations, unions’ strikes, coupled with issues of the unemployment remained and constituted
a threat to the policy. Oppenheimer and Spicer (2011) observed that Ghana like many other African
countries has a high unemployment/underemployment rate. Although employment and job-creation
policies have often been part of government programmes, political and social discourse, the demand
for employment has remained heightened as the engagement rate of people has been extraordina-
rily low (World Bank., 2016b). Creating employment opportunities therefore remains one of the
challenges for many policy-makers in Africa (ILO (International Labour Organisation), 2014:70;
Garg, 2015). Employment elevations and worker efficiency are normally low, replicating a trend,
which is consistent with the sub-region’s social and human development challenges (Garg, 2015:3).

According to Nkrumah (Nkrumah, 1980:5), many government policy implementations in Ghana
tend to fail due to pauses in direction and problems in the plan documentation. Sakyi (2008a) also
traced some of the challenges that affected the implementation of civil service reform in Ghana to
lack of political will, institutional resource incapacity coupled with conflicts between various agencies
in the process of implementation. Kiragu and Mukandala (2003) observed that many of the public
service reform failures mostly emanate from fiscal deficits towards their implementation. Mpere
(2015) posited that the implementation of the various pay structures had suffered several setbacks
in their tryouts even though they were well-crafted policies. According to the World Bank report in
2012 titled “The Republic of Ghana Selected Policy Issues,” Ghana had no fundamental guidelines for
the execution of many projects in general as well as in the area of controlling cost. Schiavo-Campo
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also observed in their study as revealed by Kiragu and Mukandala (2003) that realizations in pay
reform based on the common pay and employment have been limited, weak and transitory.

Preceding studies had found that implementing a wage policy increases salaries in the public sector
(Hasnain et al.,, 2012); however, their effects on output and other areas have not been considered.
According to Lucifora & Origo (2015), wage policies tend to increase workers’ salaries but the silent
nature on how such policies correct wage inconsistencies in other sectors ought to be investigated
into. Amazingly enough, not much has been done on the examination of the impact of wage policies
on the public-private sector wage gaps, particularly in developing nations (Duodu, 2019). Many of the
studies had examined the effects of wage policies on union strikes, employee satisfaction as well as
the effects on the labour markets as a whole, with limited studies on wage and unemployment
relationship. There are limited studies on the SSPP in Ghana—especially its effects on unemployment;
the measurement of unemployment as a unidimensional construct instead of a multidimensional
construct. There are also limited studies of this kind that employed exploratory sequential mixed
method as well as the excessive use of secondary data other than a primary data or a combination of
both for forecasting purposes in academic and policy research. The gaps in the extant literature
regarding the expressed issues above actuated the current study.

This study’s primary objective is to examine the impact of the SSPP on unemployment, as
a multidimensional construct among Ghanaians and to draw pertinent lessons for policy actions
that will help minimize policies long-term effects on the economy. A reflective question this study
seeks to address is: How is the SSPP affecting the various categories of unemployment, namely:
cyclical, frictional and structural.

The rest of the paper is structured as follows: a review of the related literature review; presenta-
tion of the methodological issues surrounding the study; presentation and discussion of results
while the last section presented the conclusion, contribution; policy implications of the study as
well as the limitations of the study coupled with the avenue for future research.

2. Hypotheses statement of the model

H1: There is a significant positive relationship between the SSPP on Frictional unemployment in
Ghana.

H2: There is a significant positive relationship between the SSPP on Cyclical unemployment in
Ghana.

H3: There is a significant positive relationship between the SSPP on Structural unemployment in
Ghana.

3. Literature review

3.1. Theoretical literature

The Political Business Cycle model (PBC) was first introduced in the economic theory by the Polish
economist Michat Kalecki in 1943, in his paper “Political Aspects of Full Employment.” The theory
was based on the supposition that individual economic interest relied on both the domain of
political behavior and the dynamics of a comprehensive economy. The theory was later formalized
by William Nordhaus, who observed it as a critical outline that clarified the foundation behind the
influence of macroeconomic variables on purely political considerations in his paper “The political
business cycle” (Nordhaus, 1975).
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The theory observed that governments are driven by private interest and care only about their
re-election projections. According to Dubois (2016), as long as electorates are concerned about
unemployment, the incumbent advances the likelihood of being re-elected by introducing policies
that the unemployment rate declines just before elections. Downs’s (Downs, 1957, p. 28) observed
that “many people assume that governments act uniquely in order to attain the income, prestige,
and power which come from being in office.” Downs (Downs, 1957, p. 176) observed that “by
means of economic and other actions, governments try to employ both present and future utility
pay-offs to voters in a way that will win their votes.” According to Tufte (1978, p. 9), “the economic
policy instruments involved must be easy to start-up quickly and must yield clear and immediate
economic benefits to a large number of voters.” An upsurge in real disposable income appears to
be the virtuous candidate (Dubois, 2016). According to Tiganas and Claudiu (Tiganas & Peptine,
2012), Nordhaus study on PBC theory adopted an egalitarian system which was aimed at tackling
the problems of unevenness in economies or solving the problems of employment and unemploy-
ment. They further revealed that such occurrences were correlated with the voting behavior.

In the current study, the PBC theory becomes useful in understanding the rationale behind
governments’ policies on their supposed intentions rather than on their long-run consequences.
The stimulation of the economy before elections with the sole aim of relying on intentions in
presenting pleasures such as the creation of an egalitarian ideology in the pay structure within the
public sector is theoretically seen as a political decision where the long-run effects of the same
policy were not considered thoroughly. The authors then posit that embracing political policies by
their intentions in the short run without considering their long-term effects cannot be a real threat
to political business cycle theory.

3.2. Empirical literature

3.2.1. Single spine pay structure

The single spine salary structure seeks to place jobs onto a mutual structure which was put in grade
levels and in steps (Cavalcanti, 2009). The objective of the scheme was to reduce pay discrepancies
within the public sector by putting all jobs onto a common level. The single spine concentrated only
on the base pay. Remunerations that were not included in the base pay was made in the form of
market premium to highly skilled workers. The premium included commissions and allowances
specific to some staff categories. Workers in public corporations other than those setup as commer-
cial ventures as well as public services established by the constitution and all other public services
such as parliament may by law prescribe also be included in the SSSS (GWP, 2009).

Those excluded from the structure were the military and the public officials covered by the
Article 71 of the 1992 Constitution of Ghana. Those public office holders include the President, the
Vice President, the Chairman and Members of Council of State, Ministers of State and their
Deputies, the Speaker and Deputy Speakers and Members of Parliament, the Chief Justice and
other justices of the Superior Court of Judiciary, the Chairman and Deputy Chairman of the
Electoral Commission and others (GWP, 2009).

3.2.2. Frictional unemployment

Frictional unemployment was defined by Swanepoel and Van Zyl (Swanepoel & Van Zyl, 1999:263)
as a situation where people move between jobs after leaving their job, which according to Janoski
et al. (Janoski et al.,, 2014:7), the employers and the employees more or less struggle to find each
other in weeks or months. The issue of employees leaving their jobs and moving between jobs is
known as frictional unemployment that will always be there, irrespective of how the economy is
performing (Mcconnell et al., 2009; AEO (African Economic Outlook), 2012; Lindbeck, 2015:738). In
this study, frictional unemployment was defined in accordance with the view of Swanepoel and
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Van Zyl (Swanepoel & Van Zyl, 1999:263) as a situation where people become unemployed
because they are looking for new and better jobs than the previous one. Frictional unemployment
is very common in Ghana. This is because people are always looking for jobs that would be
consistent with their newly acquired qualifications. So, they sometimes leave their jobs while
looking for new or better opportunities.

3.2.3. Cyclical unemployment

Cyclical unemployment is a situation where there is an unevenness in the labour market where labour
supply is said to be in excess at dominant wage rates (Lindbeck, 2015:738; Longhi & Taylor, 2013:1).
That means there is an imbalance between the number of jobs accessible in the market and the
number of people considering for jobs at a given period of time. Mohr et al. (Mohr & Fourie, 2009:500)
observed that, cyclical unemployment comes from the demand side of the economy. The study
defined cyclical employment as a situation where the overall demand for goods and services in an
economy cannot support full employment, thereby leaving many people unemployed. In Ghana,
there are people who are interested and have the ability to work, at the existing rate, but the
companies and the public sector are unable to employ them due to the general economic downturn
and government economic policies which have adverse effect on employment.

3.2.4. Structural unemployment

Structural unemployment was defined by Swanepoel and Van Zyl (Swanepoel & Van Zyl, 19599:264)
as the unemployment type that is associated with the changes in the economy due to modern
technological advancement, variations in consumer choices, competition, etc. According to Mirko
(Mirko, 2005:52), structural unemployment could either stem from the frictions in the labour
market. According to Freeman (Freeman, 1979: 118) structural unemployment occurs due to the
rooted structural trials in the labour market that frequently decrease employment prospects. The
study looks at structural unemployment as a mismatch between what people in an economy have
and the skills demanded by employers. In terms of the contribution to the GDP of the economy, the
industrial sector in Ghana has declined in the past decade while the service sector has been rising.
This has led to the problem of “labor demand and supply mismatch”—especially for people in the
labour force who need time to adjust to the new jobs. That has resulted in unemployment among
many people in the labour force.

3.2.5. Government policies and unemployment

The hypothetical literature on policymaking forecasts that in the design of public policies, the
provision of benefits to targeted populations is inclined by the social structure as well as the political
power (Ingram & Schneider, 2015). The absorption capacity of a country’s unemployment rate is
fundamentally based on the quality and contribution of Active labour market policies (ALMP) (Clasen
et al., 2016). There is an argument about whether policies reduce unemployment rate or not.
According to Sahnoun and Abdennadher (Sahnoun et al., 2020), numerous empirical studies had
demonstrated that policies have a mixed effect on unemployment. Policies on wages could either
create employment or unemployment depending on the intentions or the technical know-how of the
policymakers. Blanchard and Wolfers (2000); Calmfors (2001); Ampofo and Tchatoka (Ampofo & Doko
Tchatoka, 2019) all observed that market-related labour policies if planned well could reduce the
unemployment rate in countries. A study by Fialova and Schneider (2009) using data from 19
European countries over a period from 1999 to 2004, observed that labour policies have the likelihood
of reducing the short-term and the long-term unemployment rate. In the past years, the Ghanaian
economy, just like many developing countries, has seen an enhanced economic growth, fueled by an
introduction of a wage policy to uplift the image of the public sector as well as the discovery of new
natural resources. While policy intentions have always been good just like any other government
policy, but the long-term consequences or outcomes are often largely determined by the quality and
comprehensiveness of implementation. Interrogation of pay policy implementation and the
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consequences thereof had received little attention in Ghana and this study contributes to the policies
and the unemployment rate in the extant literature by examining the effect of SSPP on the three
types of unemployment—frictional, cyclical and structural.

4. Methodology

4.1. Sample and data collection

The research was conducted in Ghana and it was aimed at surveying managers or business owners
in firms with at least 10 employees in a survey design. The sample was drawn from the industrial
centres, namely, Accra, Tema, Takoradi and Kumasi. The sample size was selected without any
special caveat—regarding registered organisations and unregistered organisations but any of the
industries that had a history of recruiting people and had stopped due to policies or activities in the
country. Purposive sampling and snowballing sampling techniques were used because the actual
frame of the sampling was not known. The survey was conducted from December 2018 to
June 2019. The total number of retrieved questionnaires was 400 while interview was conducted
with 13 of the respondents. Letters were sent out to the managers and owners of companies
situated in the named business cities, clarifying the basis of the study before a request was made
for their involvement in providing information for the study.

The first three weeks was used in eliciting information from 13 managers through an unstruc-
tured interview; after which their responses together with information from similar studies in
journal articles were also used in generating the study’s questionnaire. At the end of the six-
month period and nine days, a total of 413 managers and owners of businesses had responded to
the interview and the questionnaires. Five research assistants were trained to be part of the
collection process after initial contacts had been made by the author.

The survey instrument relied on a wide-ranging literature review—where all the operationalised
variables were generated by the authors through the extant literature on single spine and
unemployment. The research scales were solely designed by the authors with the help of four
labour experts from the Kwame Nkrumah University of Science and Technology, Ghana, Rhodes
University in Grahamstown as well as the University of Witwatersrand in South Africa. The experts
were used to review and assess the survey’s content, scope and purpose (Lawshe, 1975; Lynn,
1986) and consequently refined a number of items to simplify explanation and also to ensure that
the items appropriately tap into the study’s definite setting.

The coded questionnaires were then subjected to Exploratory Factor Analysis (EFA) to assess the
study’s sampling appropriateness. Measurement items on SSPP, frictional unemployment, struc-
tural unemployment as well as cyclical unemployment were all subjected to rigorous validation
processes in the form of exploratory factor analysis before they were finally used for the actual
analysis. The items were measured on a 5-point Likert scale that was anchored from 1 = strongly
disagree to 5 = strongly agree.

4.2. Unidimensionality test

A dimensionality valuation was carried out to test the study’s sampling adequacy along with Exploratory
Factor Analysis (EFA) and they were in a form of steps: First, Kaiser-Meyer-Olkin (KMO) of sampling
adequacy was higher than .8 for each of the study’s variable to substantiate the appropriateness of the
data for factor analysis while that of the Bartlett’s test of sphericity was also less than 0.05 (p < 0.05) for
all the constructs used in the study (Meyer & Collier, 2001; Pallant, 2010, p. 187). Moreover, a principal
components analysis and varimax rotation were also considered to extract appropriate factors for the
study’s analysis. Third, as part of the selection criterion for significant factors and questions, the criteria
were set to be significant at above 1.0 for eigenvalues, greater than .1 for Factor loadings, and at p < 0.05
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for significance probability (Pallant, 2010, p. 192). The exploratory factor analysis was used to obtain
hypothetically significant factors because it was part of the pioneering process in getting items or
questions for the study. The findings of the analysis showed that KMO, Bartlett’s sphericity test and
significance probability levels all exceed the recommended thresholds for each of the constructs. The
eigenvalues for the study’s constructs were as follows: SSPP (2.834), frictional unemployment (2.543),
cyclical unemployment (2.902) and structural unemployment (2.202). Factor loadings showed aptness
—all surpassing .1. Cumulative variances within the four factors produced high explanatory power of
71.90%. The results proved that unidimensionality was acceptable for the measured items because each
item showed high loadings in the factors making it passable for structural analysis.

The above table explains the dimensionality statistics between the actual items or questions that
were retained before the study’s structural analysis was carried out as shown or presented in Table 1.

Table 1. Dimensionality statistics of the exploratory factor analysis (EFA)

Constructs (number of items retained) Factor loadings dimensionality model (EFA)
Single spine pay policy (5) out of (7) 0.629; 0.640; 0.743; 0.701; 0.758

Frictional unemployment (3) out of (7) 0.719; 0.819; 0.697

Cyclical unemployment (4) out of (7) 0.866; 0.894; 0.728; 0.846

Structural unemployment (6) out of (7) 0.565; 0.561; 0.653; 0.755; 0.810; 0.803

Source: Author’s own compilation (2019).

4.3. Partial least square (structural equation modeling)

Partial least squares (PLS) analysis, version 3.0 of PLS Graph, was used in analysing the hypothe-
sised relationships. PLS is a structural equation modeling tool that takes a component-based
approach to the process of assessing the measurement model as well as the structural model
(Bock et al., 2005; Chin et al., 2003). According to Barclay et al. (1995), PLS model is examined and
applied in two stages: (1) the calculation of the reliability and validity of the measurement model
and (2) the examination of the structural model (relationships among constructs).

Reliability is the extent to which research is consistent with what it measures (White & Denholm,
2011: 235). The reliability of the study’s instrument was assessed using Cronbach’s alpha and
composite reliability which were all greater than 0.7 as seen from Table 2

Table 2. Reliability and validity

Cronbach alpha Rho_A Composite Average
reliability variance
extracted
Cyclical 0.859 0.899 0.902 0.698
unemployment
Frictional 0.701 0.702 0.790 0.558
unemployment
Single spine pay 0.740 0.751 0.824 0.523
policy
Structural 0.787 0.818 0.849 0.512
unemployment

Source: Author’s own compilation (2019).
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Table 3. Discriminant validity

cu FU SSPP SuU
Cyclical 0.836
unemployment
(CU)
Frictional 0.701 0.747
unemployment (FU)
Single Spine Pay 0.588 0.525 0.696
Policy (SSPP)
Structural 0.597 0.541 0.343 0.699
unemployment (SU)

Source: Author’s own compilation (2019). T-statistics = 1.65; P < 0.05 and P < 0.01.

Validity measures what is supposed to be measured. According to Hair et al. (E. Hair et al., 2006:
771) convergent validity is “the extent at which indicators of a specific variable converge or share
a high proportion of variance in common.” It simply explains the extent to which a scale correlates
with other measures of the same construct in the same direction. According to Carlsman and
Herdman (2012) weaker convergent validity is evident using values deviating from one, while
values closer to one are normally accepted. Table 2 presents the estimates of loadings of the
average variance extracted that were all greater than 0.5, showing a greater convergent validity.
The average variance extracted approximate reflects the total elements of variance in the indica-
tors which are accounted for by a latent construct. Dillon and Goldstein (1984) suggested that an
AVE value greater than 0.50 demonstrates that the convergent validity of the variable is good.

Discriminant validity is defined as a situation where one construct differs from others. According
to Fornell and Larcker (Fornell & Larcker, 1981:337) and Barclay et al. (1995), discriminant validity
is achieved if the square root of its AVE is greater than each correlation coefficient with other
constructs. The results presented in Tables 2 and 3 satisfy that requirement, and thus demonstrate
that adequate discriminant validity has been achieved.

4.4. Convergent validity

In assessing the convergent validity of the study, the average variance extracted (AVE) values were
examined. According to Fornell and Larcker (1981), the average variance extracted ought to exceed
0.5. The condition was rigorously fulfilled in all the constructs.

4.5. Internal consistency

Internal consistency was evaluated by examining construct reliability and convergent validity.
A composite reliability measure was used to measure the constructed reliability. According to
Nunnally (1978), a recommended value for a composite reliability to be consistent was 0.7 as
a yardstick for a “modest” reliability. All the constructs of the study were reliable (see Table 2). All
of them have measures of composite reliability above 0.7.

4.6. Goodness-of-fit statistics

The study’s goodness-of-fit statistics (GOF) was calculated using a procedure by Tenenhaus et al.
(2005), where the averages of both the average variance extracted (AVE) and the residual mean
squares “R?” first multiplied after which the multiplied value is squared to determine the model fit.
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GoF =V AVE x R?
=1/ 2.291 x 0.537
=1/1.2303
=1.1091

The calculated GoF was 1.1091, which exceeded the threshold of GoF > 0.36 as recommended by
Wetzels et al. (2009). It was therefore concluded that the research model had a superior overall fit.

4.7. Robustness test analysis

To check the robustness analysis of the study, the author conducted a Pearson’s correlation test
(Zhu et al., 2015) as in the case of the Statistical Package for Social Sciences (SPSS); analysis of
moment structures (AMOS) was also used to test the hypothesised relationships while the linear
structural relations (Lisrel) was also used in validating the relationships. The results confirmed that
all the three different softwares employed in the test showed a strong similarity of their respective
outputs—signifying a thorough strength of the findings.

4.8. Common method bias test

Common method variance (CMV) has been a concern for a self-report questionnaire used in data
collection—especially when the data are obtained from the same respondents at the same time for
both dependent and independent (Podsakoff & Organ, 1986). Failing to control that is more likely to
create systemic measurement errors that could inflate or deflate observed associations between the
constructs in the study. Researchers referred to that difficulty as common method bias. According to
Chang et al. (Chang & Woo-Cumings, 2010), present-day researchers have recommended some
approaches to correct the problem of common bias method and they were as follows: ex-ante and
ex-post. Ex-ante is applied in the design stage while ex-post is applied in the data analysis stage. The
author employed an ex-ante approach by reassuring the respondents of their anonymity and con-
fidentiality and went further to ensure that indistinct and inexperienced related activities from the
respondents are excluded. Ex-post approach was by the use of the Harman one-factor test (Podsakoff
& Organ, 1986). The outcome of unrotated factor analysis based on the principal component method.

The path coefficient figures between the variables in Figure 2 show the relationship and the
strength of the hypothesised relationships recording as the strongest; thus, cyclical unemploy-
ment, followed by frictional unemployment while structural unemployment recorded the least of
the effects.

The structural model in Figure 3 was used to determine the significance level of the various
relationships.

SSPP=Single spine pay policy; FU=Frictional unemployment; CU = Cyclical unemployment; SU =

Structural unemployment; T-statistics=critical t values of 1.65 (significance level 5%) and 2.33
(significance level 1%); P<0.05 and P<0.01.

5. Findings and discussions

5.1. Findings from the interview
Questions and interviews quotes
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A semi-structured interview which was in the form of a projective technique was used to
generate insights from the initial 13 different managers or respondents. The questions as well as
some quotes on the effects of the SSPP on unemployment are presented below:

1. In your opinion, what are the key policies that had affected your business activities? 2. Is there
any association between the policy (Single spine pay policy) and current socioeconomic activities? 3.
In your opinion, what are the major issues with your business with reference to the introduction of
the single spine pay policy?

It was revealed from the interview that the introduction of the SSPP led to business owners not
employing more people and below were some of the quotes from the interviewees:

“My workers were comparing themselves to those in the public sector in terms of salaries and that
was worrying.“ My brother, the behavior of my employees changed, few after the first pay of the
single spine salary among public sector workers came out ‘It then forced me to limit the numbers
I can employ.”

Many of the business owners revealed that the general behaviour of their workers changed
immediately the SSPP was implemented within the public sector. Many of their workers started
agitating for a wage increase because their colleagues in the public sector were earning higher
wages. In view of that, most of the managers or the owners of the businesses were forced to place
a cap on the number of people they could employ in order to make savings and to use same to
motivate those who stayed on to work for them. The entrepreneurs felt the need to recruit to
support their operations, but they could not do so because of the cost of labour, which had
increased in real terms because of the government policy on wages. Thus, the implementation
of the policy led to an increase in the unemployment rate because employers in the private sector
could not pay the increased salaries emanating from the SSPP.

“I stopped employing more after 2010 when the single spine was introduced.”

5.2. “I stopped employing more after 2010 when the single spine was introduced”
“After the introduction of the single spine pay policy, I saw a change in attitude of my workers and
that compelled me to limit or to reduce the numbers that I could employ.”

“I cannot match up with what the government is offering to my employees, so I do not employ
many people now.”

Some of the entrepreneurs also revealed that what the government was offering to the public as
the monthly salary to those in the public sector was too high for them to match up to and
breakeven. They opined that there were other taxes that they were paying so an increase in the
wage bill was going to affect their businesses negatively, so the only option at that time was to
limit the numbers they could employ to stay within their expenses.

“The introduction of the single spine pay policy changed the whole payment process. At a point,
the workers wanted to demonstrate for a pay increase, after the policy was introduced and that
decreased my interest in employing younger ones.”

“The agitation for salary increases became too much few months dfter the introduction of the

single spine salary policy so to protect my business; I stopped employing them after many resigned
to join the public service for fat salaries.”
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Figure 1. Conceptual model of
the study.

Source: Authors’ own con-
struction (2019)

Many of the managers also revealed that the implementation of the SSPP led to an increase in
labour agitation at work. Workers continuously insisted on negotiations and labour meetings to
discuss pay equality. The first three months after the introduction of the policy were very difficult
for them to bear. In view of that, they immediately shelved all applications for employment to their
units. Some of the managers noted that the policy made things scary and difficult for their
business to recruit people due to fear of demonstrations and industrial riots for a pay rise.

5.3. Result on the demographic and the hypothesised relationships of the study

The study sought to examine the influence of SSPP on Ghana’s unemployment. In assessing the
structural model paths, coefficients and the statistical significance of each path, the study used
Smart PLS 3.0 software. Bootstrapping was employed to authenticate the results of the hypoth-
eses, with 300 bootstrap samples selected for a one-tailed test—which relied on critical t values of
1.65 (significance level 5%) and 2.33 (significance level 1%) as observed by J.F. Hair et al. (2013).
Path coefficients and the R? values were jointly used to assess the model while the error estimates
and t-statistics values were used to check the statistical implications (Chin, 1998).

The data presented a judiciously high number of participants who were one way or the other
providing jobs as a result of their businesses. A greater number of the respondents were male
recording 56% while females constituted 46%. The respondents’ ages were tilted towards those
between the ages of 41-50 years recording the highest with 49%; followed by those above
50 years recording 38% while those between the ages of 31-40 recorded the least with 13%. On
the respondents’ educational background, it was observed that respondents with Ordinary/
Advanced—Level certificate recorded the highest with 34%; followed by those with Middle
School Leavers Certificate (MSLC)/Junior High School Certificate with 30%; degree holders with
26% while those with diploma certificates recorded the least with 10%.

5.4. Hypothesised relationships of the study

The quantitative analysis of the study was carried out on three hypotheses and it was revealed that
there was a significant positive relationship between “SSPP” on all the three categories of the
unemployment—namely, “frictional unemployment,” “cyclical unemployment,” as well as “structural
unemployment” as seen in Figure 1, Table 4 and Figure 3. In terms of the significance level, it was
observed that the SSPP had a greater influence on the cyclical unemployment type, which then
explained that the policy resulted in more people not getting jobs as a result of downturns in business
cycle due to the introduction of the policy as opined by the interviewers. The result supported the fact
that Ghana had no clear scientific measure on the consequences of the policy (Ampofo, 2019). The
demand for high wages after 2010 had changed the business cycle, leading to a high rate of people

Frictional Unemployment

Cyclical unemployment
Single Spine Pay Policy H1 - H3 A\ ploy

v

Structural
Unemployment
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Figure 2. Structural model of
the study. SSPP = Single spine
pay policy; FU = Frictional
unemployment; CU = Cyclical
unemployment; SU = Structural
unemployment.

Figure 3. Structural model of
the study with T-statistics.
SSPP = Single spine pay policy;
FU = Frictional unemployment;
CU = Cyclical unemployment;
SU = Structural unemployment.
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not getting jobs. It was then followed by a frictional unemployment type where people were not
getting jobs as a result of movements from one job to the other, in a situation where their demands
were not met in terms of remunerations or condition of service. The findings were consistent with Liu
et al. (2012) who observed that there has always been a potentially lifelong adverse effects on
employment as a result of policies on labour. Finally, structural unemployment was also positive and
significant but it recorded the least among the three. It was then inferred that the policy led to
a mismatch between the jobs available and the skills of the employees. It was observed from the
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Table 4. Structural analysis
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Study’s Hypothesis Path T-Statistics P-Values Supported/
hypothesis coefficients Rejected
SSPP » FU H1 0.425 3.877 0.000*** Supported
SSPP » CU H2 0.488 5.803 0.000*** Supported
SSPP » SU H3 0.343 3.410 0.000 *** Supported

study that many of the business managers felt that the wage rates their employees wanted them to
offer due to the policy were not in consistent with their respective output and that led to many
reducing the numbers they could take. The finding was consistent with conclusions made by
Armstrong (2009) that there was little room for the measurement of performance and the conse-
quences associated with the policy. It can therefore be concluded that, in general, the SSPP led to an
increase in the unemployment numbers in Ghana. The findings further revealed that the effect was
stronger on cyclical unemployment, followed by the frictional unemployment as well as the structural
unemployment.

6. Conclusion and contribution of the study

The main aim of the study was to investigate the effect of SSPP on unemployment in Ghana. The
study revealed that SSPP had a positive effect on all the three dimensions of the unemployment. In
particular, the effect on the cyclical unemployment was high, which suggested that people who
were interested and had the capability to work, unfortunately, were unable to find jobs due to the
introduction of the SSPP. Employees working in the private sector consistently demanded for same
salaries as their colleagues in the public sector with same qualifications. Such labour agitations
made business owners to cut back on their recruitments. The effect of the SSPP on frictional
unemployment was that many people resigned from many of the private companies in order to
cash in on the pay rise in the public sector. This situation led to increases in the unemployment
rate because there were limited vacancies in the public sector for those who had been induced to
work in the sector because of the implementation of the SSPP. The least effect was on structural
unemployment where people became unemployed due to the general decline of the industrial-
sector employment. To retain their workers, private sector employers had to pay their workers
commensurate salaries as those in the public sector, resulting in reduced profit which would have
otherwise been reinvested in the business to aid in additional employment of some proportion of
the labour force. Government labour policies like the introduction of the equity wage increase will
always be seen as a fruitful policy in the short run, but the long-run effects could be more
unfavourable to the very people the policy was intended to help. Policies on wages ought to be
considered by focusing on long-run returns rather than by their short-run intentions.

The findings have significant research contributions in three phases: In the first place, the findings
from the study contribute to the scant literature on SSPP and unemployment—especially from the
perspective of measuring unemployment as a multi-dimensional construct. In addition, it also fills the
void in the empirical literature on the limited application of sequential mixed design method in assessing
SSPP-unemployment relationship. Moreover, the study also brings to the fore, the need for policymakers
to do a critical assessment of the outcome of the government policies before adopting and implement-
ing them rather than focusing on the intended intentions than their long-term consequences.

7. Limitations of the study and avenue for future research
As with most studies, the paper has some limitations. First, this study was limited to only four
business cities in Ghana, namely, Accra, Tema, Takoradi and Kumasi. This evidently affected the

Page 13 of 16



Owusu Ansah et al., Cogent Economics & Finance (2021), 9: 1911766
https://doi.org/10.1080/23322039.2021.1911766

< cogent -~ economics & finance

sample size used and therefore future researchers ought to add all the other business cities in the
various regions, so as to increase the sample size. Secondly, the use of the non-probability
sampling technique instead of the probability sampling is expected to limit the study in terms of
generalisation. Future studies ought to apply a probability sampling technique to make it easier for

a generalisation to be made.
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