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ABSTRACT

The chronic shortage of petroleum fuels, especially gasoline and LPG, and the prolonged and indis-
criminate power outages coupled with the recent increment in fuel prices appear to be taking their toll
on Ghanaian businesses; hence, some have questioned the degree of security, reliability, and long-term
sustainability of the country’s energy need. The chapter assesses the impact of the recent power outages
on the growth and profitability of Small and Medium Enterprises (SMEs). The study employed a survey
design consisting of structured questionnaires involving a total of 190 SMEs across the country. An
eight item Likert scale used to assess the impact of the energy crisis on three key measures of business
growth revealed a strong positive correlation between the power outages and reduced profitability but a
weak correlation with business expansion by way of market development and a statistically insignificant
relationship between the power outages and growth in number of employees.

INTRODUCTION

The economy of Ghana has been growing
steadily over the last few years reaching its high-
est growth rate of 14% in 2011 following the
exploration and export of crude oil raising the
hopes of most Ghanaians and the international
community that the fortunes of the country will
be positively transformed if this growth can be
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sustained. However, protracted shortage of power
supply and continued reliance on unsustainable
energy sources make one wonders if this dream
can be realised because there can be no sustained
development without sustainable energy. Over
60% of Ghanaians especially those in the rural
areas still rely on charcoal and firewood to fuel
their business transactions as well as for cooking
and other domestic activities. The recent power
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outages in Ghana due to load shedding exercise
undertaken by the Electricity Company of Ghana
(ECG) as a result of the breakdown in the West
African Gas Pipeline from Nigeria, lack of funds
to import light crude oil to power thermal plants
and governmentinterference in energy pricing has
led to untold hardship and disruption of commer-
cial activities of most businesses in the country
especially Small and Medium Enterprises (SME)
which constitute more than 70% of all business
enterprises in Ghana offering employment to some
60% of the workforce; and seen as the key engine
for growth of the economy.

Following steady economic growth over the
last decade, the country has since the mid-1990s
launched two long-term development plans aimed
at transforming its low-income developing status
into an upper middle-income one by the year
2020. Ghana was declared alower middle-income
country in 2010 having attained the US$ 1,000
per capita mark. With an expanding economy
and a growing population, Ghana faces major
challenges in providing the required energy in
a reliable and sustainable manner to power the
rapidly growing economy. As the nation’s need
for economic growth increases, it also triggers
the need for the production of more goods and
services, and the need to reduce unemployment.
Small and medium enterprises (SMEs) have been
identified as the key to promoting and sustaining
the growth and development of the economy. The
ability of SMEs to secure regular and affordable
sources of fuel and electricity to power the produc-
tion and distribution of goods and services, and
create jobs is crucial to achieving the development
goals of the country.

Accordingto Amenu (2012), “Petroleum s the
major index that drives businesses, manufacturing
and transportation of goods and services to serve
a competitive nation’s economy and the world
at large” (www.ghanabusinessnews.com). The
Power Systems Energy Consulting report also
observes that “Electricity is a key infrastructural
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element for economic growth. It is a versatile
energy currency that underpins a wide range of
products and services that improve quality of
life, increase worker productivity and encourage
entrepreneurial activity” (PSEC,2010: 72). Thus,
areliable and accessible electricity system, as well
as adequate supply of affordable petroleum fuels
is critical in enabling Ghana to meet its long term
economic development goals.

Itis now an undeniable fact that SMEs are the
backbone of every economy even in advanced
countries. SMEs are the main source of employ-
ment in developed and developing countries alike
and due to their wide spread in number, the impact
of SME:s is easily recognised (OECD Develop-
ment Centre, 2011). In Africa, SMEs are known
to comprise over 90 percent of African business
operations and contribute to over 50 percent of
employment and GDP. SMEs in South Africa
provided more than 55 per cent of total employ-
ment and 22 per cent of GDP in 2003 (African
Economic Outlook 2004-2005), While SMEs in
Nigeria account for some 95 per cent of formal
manufacturing activity and 70 per cent of industrial
jobs (TradeMark Southern Africa, 2010), SMEs
in Ghana provide about 85% of manufacturing
employment, contribute 70% to the country’s
GDP and account for 92% of businesses (Abor
& Quartey, 2010; OECD Development Centre,
2011). Besides, data from the Social Security &
National Insurance Trust (SSNIT 2004 ) indicates
that, 90% of companies in the Ghanaian private
sector employ less than 20 persons, making SMEs
the dominant players in the Ghanaian business
landscape.

Unfortunately, the country has been expe-
riencing serious and prolonged power outages
since the first quarter of 2012. The recent power
rationing whereby electricity supply is rotated
among cities and communities to the extent that
power could go out for a whole day or in some
instances, several times a day causing damage to
electrical equipments, machines and appliances
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