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Background: Comparatively, industry clusters in Africa have retrogressed over the years while
their counterparts in Asia, Europe and America serve as engines for innovation and economic
development. The textile industry cluster in most African economies has been threatened and is
negatively affecting productivity, employment and revenue generation. Their survival, growth
and sustainability are critical because of the sector’s contribution to national development

Objective: In this ariticle we investigate the role fators such as stakeholder relation among
actors in the textile ecosystem, influence of supply chain networks, third-party pressures and
technological changes affected the development of textile clusters in Ghana and how the
country can rebuild the clusters.

Method: Using partial least-square structural equation modelling techninque, we tested
theoritical hypotheses using survey data from firms in the industrial enclave of Ghana.

Result: The findings from the study acknowledges a sharp decline in the productivity and
performance of firms in various industrial sectors especially the textile cluster. The influx of
copycat products coupled with the firm’s inability to adapt to changing production technology
have been a key influencer in the deteriorating state of the textile industries. Again, gaps in
stakeholder interactions and underutilised supply chain networks create bottlenecks that
hinder the competitiveness and performance of these enterprises.

Conclusion: On the contrary, findings from our study suggest external pressure from donors,
multinationals and political influencers do not affect the performance and competitiveness of
the textile sector as suggested by previous studies. Resuscitating the industry sector requires
deliberate effort to improve coordination, information and technology sharing between key
actors.

Introduction

Industry clusters have played a significant role in the development of both regional and national
development in past decades (Sturgeon, 2003; Sturgeon et al., 2008). For instance, Silicon Valley
and the San Diego Biomedical Cluster in the USA, Brits Valley in Tokyo, Bangalore in India and
the Zhongshan Gas Appliance cluster in China contribute greatly towards the socio-economic
development of their individual economies. In addition to enhancing various economies, they
contribute towards the enrichment of the global value chain as well as improving the standard of
living of a region’s citizenry (Bankova, 2015; He & Rayman-Bacchus, 2010; Matton & Wang, 2014;
Saxenian, 1996). An industry cluster refers to a geographical concentration of interconnected
firms, upstream and downstream customers and other supporting institutions (Gulati, 1995;
Krugman, 1991; Kurniawan, Abdullah, Som, & Parasuraman, 2013; Mowery, 2009; Porter, 2000;
Xingang et al., 2016). The geographical proximity of a firm is a critical factor in the success of firms
in an industry cluster as that enables the transfer of knowledge and information between firms
and other related agents (Schmitz & Nadvi, 1999; Tao & Forman, 2016; Tsai, Yeh, Wu, & Huang,
2005). The continuous interaction between actors within a particular geographical location leads
to the establishment of some form of social network. The establishment of such a network is
backed by the constant sharing of knowledge and information among parties. Social ties are
improved significantly during these interactive sections (Gereffi et al., 2016; Gordon et al., 2000;
Morosini, 2003). When knowledge and information are shared, it results in the development of
new improved products and processes that are of high value and quality (Freeman, 2002; World
Development, 1999). In addition, there exists a high diffusion rate of innovation among actors in
this ecosystem because of the embedded characteristics, which enhance trust and tacit
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understanding between members in an ecosystem (Weng,
2016a; Xingang et al., 2016).

The absorptive capabilities of firms is improved through
frequent exchanges and this explains why firms within an
industry cluster are more innovative and competitive than
firms found outside the cluster (Cortright, Sandhof, & Basilio,
2006; Ganesan et al., 2005; Lindberg & Sill, 2013; Porter, 2000;
Wong, 2013). Empirical evidence by Prim et al. (2016) proves
that a significant source by which firms can generate
innovation, competition and sustenance is through
agglomeration economies of a cluster. The operational
patterns of clusters have the flexibility in adjusting to
uncertain business transformations (Borrus, 2000; Purwanto
et al., 2015) and may explain why cluster entities that are not
properly connected fail (Bankova, 2015; McCormick, 1998).

An industrial cluster generally goes through four stages:
emergence, growth, maturity and decline or renewal phases
in its life cycle (Amélia & Lopes, 2013; Menzel & Fornahl,
2009). However, not all clusters are able to exhaust their life
span (Amélia & Lopes, 2013). A cluster may fail in its ability
to withstand a fluctuating environment and this could force
the cluster to decline prematurely. As Weng (2016b) suggests,
the moment information asymmetry is experienced in a
cluster, its atmosphere of innovation may cease to spread
without positive feedback. In addition, the cluster may
encounter challenges in product innovation because of new
competitive ideas, opportunities and technology that could
exert pressure on the cluster to decline. Menzel and Fornahl
(2009) attribute the evolution of clusters to their qualitative
(external environmental factors and the internal forces at
work) and quantitative aspects (the number of firms and
their employees), and their ability to move to the next phase
is determined by the context in which they arose. When these
qualitative and quantitative features are not in favour of the
cluster and happen unexpectedly, they become a shock to the
cluster and push it into a release phase, where the cluster
diminishes in scope and most firms fold (Martin & Sunley,
2011). Then the cluster’s survival would depend on its
capability to adapt to the changing trends and renovate.
According to Spencer, Vinodrai, Gertler and Wolfe (2010),
firms located in clusters do have a greater advantage with
efficient network distribution and are able to achieve higher
returns than non-clustered ventures, but in the absence of a
collaborative network, clusters become ineffective, experience
high production costs, are not able to withstand business
revolutions and may decline prematurely (Bankova, 2015;
Borrus, 2000; Kirankabes & Arik, 2014; McCann et al., 2016;
Sturgeon et al., 2008).

In Africa the concept of industry clusters has been
implemented to augment the development of national
innovation and industrialisation, with evidence from
established clusters in Kenya, Uganda and Ghana, to mention
a few, in line with industry development policies of such
economies (McCormick, 1998). In Ghana, different clusters
have been established in areas such as metalworks and
manufacturing fabrication, and diverse industrial zones.
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These clusters are both natural and policy-oriented clusters
and have contributed to the development of their localities
through job creation, increasing household incomes and
substituting imports (Abor & Quartey, 2010; Adikorley, 2013;
Ahwireng-Obeng, 2000). In spite of the various benefits
accrued to clustering, most clusters have declined in Africa,
and Ghana in particular, in terms of productivity and
employment. Mention can be made of the timber and textile
clusters in Ghana (UNU-Wider, 2015). We are particularly
concerned about the textile clusters because the once-vibrant
industry, which was expected to diversify the economy and
contribute to GDP, employment, incomes and foreign
exchange, now behaves like a ‘toothless dog’ or one who is
helpless without knowing the way forward but only looking
on and continuing to dwindle. The decline has been so sharp
and steep that the general secretary of the Industrial and
Commercial Workers” Union lamented that ‘the textile
industry is at the brink of collapse” (Ghana Web, 2017a).
Similarly, the chief executive officer of a financial institution
in Ghana claimed the ‘[f]extile industry is in dire straits’
(Ghana Web, 2017b). This disturbing issue has caught the
attention of the general citizenry as well as various researchers
(Bruce-Amartey et al., 2014; Quartey & Abor, 2011), because
from all indications, it has passed the initial stage, which is
characterised by shocks as a result of external influence, and
was expected to be in its second stage, where it should be
driven by labour market pooling, supply of intermediate and
finished products as well as knowledge spillovers (Quartey,
2006). What might have influenced the textile cluster’s
premature decline at the period when the nation expected it
to expand and perform its role as an engine of growth?

This research attempts to examine the extent to which some
factors might have impacted the textile clusters, causing their
premature decline, and how best the country can recover and
sustain the clusters to ensure economic growth and
development. In this article, we aim at empirically examining
how factors such as stakeholder relation among actors in the
textile ecosystem, influence of supply chain networks, third-
party pressures and technological changes affected the
development of textile clusters in Ghana and how the country
can rebuild the clusters. Notwithstanding the immense
contribution of industry clusters to the development of the
micro- and macro-environment of firms and their locality,
there happens to be no literature examining the determinants
that led to the premature decline of textile clusters in Ghana.
The choice of Ghana as a sample in Africa is because most
clusters in the subregion share similar characteristics, and
our findings and recommendations may provide some
insights to the subregion as a whole. In addition, most
clusters in Africa have been experiencing almost the same
growth rate in past decades (McCormick, 1998; McCormick,
Mitullah, & Manga, 2007). The findings from the study
acknowledge the decline of the sector and further outline
how the inability of firms to adapt to changing technological
trends to boost their competitive advantage, coupled with
underutilised supply chain networks, creates several
bottlenecks that hinders the performance of enterprise.
Findings from the study suggest that external pressure from
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donors, multinationals and agencies do not affect the
performance of the textile sector, which contradicts
suggestions by previous studies.

This article is presented in five sections. Following this
introduction is a presentation of the theoretical background
and hypotheses. The next section focuses on the research
methodology, with the section after that focusing on empirical
analysis, discussion and implication. The final section
concludes the study with some insightful recommendations
in rebuilding and sustaining the clusters to avoid total
collapse.

Stakeholder relations and cluster sustenance

Stakeholder relations are defined in this study as the
interaction between various actors such as producers, up-
and downstream customers, suppliers in textile-
manufacturing, distribution and the sales ecosystem. One
critical factor that accounts for the success or failure of
collective and individual organisational goals is the extent to
which stakeholders interact (Freeman, Wicks, & Parmar,
2004; Rapppaport, 1986; Rogers, 2003; Wood & Jones, 1995).
Stakeholders are comprised of varied individuals or a group
of people who are affected by the actions of the firm or have
the power to affect an organisation in accomplishing its set
objectives (Eisenhardt, 1989; Freeman, 1984, 2004; Pfarrer,
2010). According to stakeholder theory, the micro- and macro-
environments of any organisation require the effort of all
stakeholders to enhance its activities and survival (Brower &
Mahajan, 2013; Harrison & Weaver, 2013). The availability
and interaction of these actors aid in generating social capital
that is necessary to enrich the outcome of firm activities
(Boudreau, 2009; Burt, 2000; Granovetter, 1973; Grunig &
Huang, 2000). Social capital mainly focuses on the value of
the social network that binds people and organisations with
similar or diverse perspectives through norms of reciprocity
increases because of the fact that each actor presents its own
unique resources that can be utilised by other firms (Dekker
& Uslaner, 2001). In order to create value, it is a prerequisite
for firms to have the required capacity to absorb the available
social capital, hence the need to develop stakeholder
interactions. In accordance with stakeholder theory, managers
are to be coherent in the values they create as that determines
the togetherness of principal stakeholders and the ability of
the firm to pursue its set targets (Freeman, 1984); this article
argues that the extent of the relationship between various
stakeholders within the textile industry is critical to achieving
set objectives. Scholarly studies suggest the interaction
between stakeholders in any particular industry has a
propensity to affect the sustainability of that particular sector
(Antonacopoulou & Meric, 2005, Choi & Wang, 2009;
Donaldson & Preston, 1995; Dyer & Singh, 1998; Freeman,
1984; Freeman & Reed, 1983; Freeman et al., 2004; Garvare &
Johansson, 2010; Hillman & Kein, 2001).

The textile cluster is comprised of various actors from
cotton producers and processors, textile producers through
to the final consumer and other governmental and
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non-governmental bodies with the aim of promoting textile
production and consumption in the country. According to
Wang and Sengupta (2016) and Hillebrand et al. (2015), the
relationship existing between and among actors determines
the extent to which a production unit can perform in a
competitive market and be sustainable. Therefore to achieve
high production and sustenance of the textile sector, it is
prudent to ensure there is sufficient interaction between the
individual members. When there is a cordial relationship
between actors it fertilises the ground and breeds trust. Trust
is an essential component if a set target among the various
stakeholders can be attained (Gulati & Nickerson, 2008).
Cliques that have high trust rates have a high probability of
sharing relevant information among members. In addition, it
enhance information exchange, knowledge sharing and
communication processes (Galaskiewics, 1995a; Zander &
Kogut, 1995). When actors do not trust each other, it limits the
amount of information shared, resulting in information
asymmetry or dissemination of inaccurate information,
which affects firms” decision-making because such decisions
are not grounded on factual data (Scandelius & Cohen, 2016).
When stakeholder relation with this complex ecosystem is
porous, it leads to the creation of structural holes, as
advocated by Burt (1992, 2014). Interactions between firms in
clusters take two-folds-between downstream and upstream
actors. Upstream actors include suppliers and other entities
that produce semi-finished products, whereas downstream
actors involve distributors, retailers and customers. Hence, to
achieve the sustainable development and growth of the
textile industry it is essential that these groups interact in a
well-coordinated manner, as lack of such interactions
between actors results in non-performance of such
organisations (Patel, Manley, Hair, Ferrell, & Pieper, 2016).
The continuous interaction among agencies enables smooth
maintenance of cluster network as a whole. Stakeholders
play a critical role in ensuring the sustainable growth of an
economy (Shing, Chung, & Crawford, 2016). Consequently
there has been a surge in policies that target fostering
interactions between various actors in an ecosystem (Coombs
& Holladay, 2007; Gruning & Huang, 2000). Arguing from a
network perspective, the interaction between agencies leads
to actor-network embeddedness. When actors are embedded
into a particular network it aids in understanding the merits
of such a network and what its core mandate is. Again, when
actors are well integrated into such a complex system they
are able to identify and discover issues happening within a
particular sector as compared to actors who are not
interrelated in an ecosystem (Latour, 2005; Luoma-aho & Vos,
2009; Rogers, 2003; Williamson, 1985; Wu, 2007).

In this study, the authors argue that although several
researchers, such as McCormick, Gebre-Egeziabher and
Kuzilwa (2009), McCormick (1998), Mytelka and Oyelaran —
Oyeyinka, 2011; Mytelka, 2000; Oyelaran-Oyeyinka and
McComick (2007) and Page (2012), have studied innovation
and cluster performance in Africa, there is limited
understanding as to how stakeholder relationships affect the
sustainability of clusters in Africa. In examining stakeholder
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engagements and the sustainability of the textile firms, we
propose that:

H: The interaction between upstream and downstream
stakeholders within the textile industry has the propensity to
negatively affect the growth of the local textile cluster.

Technological changes and cluster
sustenance

Technological innovation is the catalyst for economic growth
and development (Perez, 2009; Schumpeter, 1920, 1970). For a
firm to survive, especially in a volatile, uncertain, complex
and ambiguous business environment, it needs to be
innovative. Being innovative to outwit competitors while
enhancing its competitive advantage through uniqueness of
products and ability to acquire a greater market share as
compared to its competitors is one of the few ways to ensure
longevity of enterprises in such an unpredictable environment
(Horner, 2014; Pavlinek & Zizalova, 2014; Porter, 2000;
Volberda & Van den Bosch 2005). Although innovation is the
panacea for both organisational and economic growth
(Schumpeter, 1970), firms in an industry cluster turn out to be
more innovative comparatively because of several factors
such as labour mobility and geographical proximity that
stimulate the exchange of information, technology and
knowledge sharing among firms (Chesnrough, 2003;
Krackhardt & Porter, 1986; Porter, 2000).

Most clusters in Africa have shrunk over the years as
compared to their counterparts in developed and transition
economies (Mano, Iddrisu, Yoshino, & Sonobe, 2012; Page,
2012). Factors such as gaps associated with knowledge
transfer, lack of capital and specialised human capital because
of the low level of integration between clusters on this
continent (McCormick, 1998) limit the amount of information
and knowledge being shared among firms in the cluster.
Some scholars argue the usage of information communication
technology (ICT) can eliminate the physical barrier that
impedes information and knowledge sharing between
various business organisations (McCormick, Kinyanjui &
Ongile, 1999), but inferring from statistics on the penetration
and utility rate of Internet suggests that the African continent
has the lowest Internet penetration and usage rate in the
world at 28% and 9.6%, respectively (Otchere et al., 2013).
Aside from the penetration rate, the ability of individuals to
implement enterprise communication networks is capital
intense and therefore not an ideal solution for small and
medium enterprises, as most firms within clusters in Africa
fall into this category (Mytelka, 2004; Oyelaran-Oyeyinka,
2001, 2011; Yosiho, 2010).

One critical factor hindering the development of these
clusters is their inability to adapt to changes in technological
trends (Perez, 2009; Scheel, 2002). This leads to a technological
gap that affects the productivity of firms in this region, as
they are unable to adopt and implement new production
technologies to enrich their output and competitive
advantages. It also affects an organisation’s potential and
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realised absorptive capacity — the ability of an organisation to
recognise, assimilate, value and utilise new external
knowledge — as their access to new knowledge developed by
other sectors is impeded (Brettel, Greve, & Flatten, 2011;
Jansen, Van Den Bosch, & Volberda, 2005; Tsai, 2001).

The ripple effect of this situation deprives the firm of its
ability to compete with foreign competitors, decreasing
national export revenue (UNCTAD, 2001, 2003; UNIDO,
1999). Firms resort to corporate restructuring and downsizing
in order to sustain their functional activities, as was done by
a textile cluster in Ghana recently (Ghana Web, 2017), but in
reality usage of obsolete technology decreases firms’
production and performance while increasing overhead
costs, which results in high budget deficits. For instance a
textile firm (name withheld for privacy purposes) that used
to produce over 10 million yards of fabric per year some
years ago could not boast of 1 million yards per year as of
2016 (Agola, 2016).

In investigating whether or not a firm’s inability to adopt to
changing trends in technology and persistent usage of old
production methods is a determinant in the failure of the
textile clusters in Ghana, we formulate Hypothesis 2 as
follows:

H,: The persistent usage of obsolete production technology and
equipment over the years has negatively affected the growth of
local textile clusters.

Third-party pressures and cluster
sustenance

Third-party pressure is defined as the terms and conditions
that are mostly associated with grants and loans provided to
firms and governments, especially in developing countries.
Donor funds are a major source of developing capital for
most governments in Africa. Obviously, the rapid
infrastructural development in most African nations is
attributed to funding from international donors and
governments over the years. For instance in Ethiopia the
Chinese government has funded the construction of the first
light railway system. It is anticipated that this project will
serve as productive grounds to boost the fortunes of the
nation (Abuzeid, 2009; Agola, 2016). However, these aids and
donor funds are most often attached to conditions that may
have negative externalities and crowd out local enterprises in
the long run (Kilby & Dreher, 2010; Spencer, 2008;
Zimmermann, 2005). The consequence is the inability to
enact laws to protect local enterprises. It has been found in
studies that the downside of international aid leads to
exploitation of natural resources and underdevelopment of
local manpower (McCormick et al., 2007; Zimmermann,
2005). When local firms do not acquire the right resources to
build their capacity, they become non-competitive in both the
local and global markets (Vitek 1999).

External political pressures in some cases influence the
implementation of policies in the donor receiving partner
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(Osei, Baah-Nuakoh, & Tutu, 1993; Yamin & Sinkovics, 2008).
For instance loan facility from the World Bank in 2009 to
Ghana, had some intriguing conditions like freezing of public
sector employment over a period of 3 years. The result of
such conditions reduces the quality of human capital. Non-
performing manpower negatively affects the productivity of
a nation (Freeman, 2008; Kurata, Matias, & Grepo, 2015;
McCormick, 1999; Sang, Guyo, & Odhiambo, 2014). In
addition to weakening human capital resources, it contributes
towards an increase in poverty and reduces household
income because individuals of employable age would be
jobless (Sunkel, 1996).

This article argues that these external pressures hinder the
growth of local firms, as receiving governments are not able
to implement strict policies that will create an enabling
environment and level the playing ground for both local and
foreign businesses. On this, we hypothesise that:
H,: The pressure from external agencies resulting from terms and
conditions linked to donor funding and political entities has a
negative impact on the performance of local textile firms.

Supply chain network and cluster
sustenance

The essential nature of supply chain networks in attaining
firms’ competitive advantage and increase in performance
cannot be underestimated (Christopher, Peck, & Towill,
2006). Well-oiled supply chain networks provide firms with
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the requisite capacity to enter new markets, compete and
cooperate to enrich its revenue stream (Wu & Chen, 2009).
The performance of any supply chain network has an effect
on the functional and behavioural activities of such an entity
(Harland, 1996). Firms have purposefully integrated their
supply chain and corporate strategies to enhance the
individual firm’s strategic positioning (Harland, 1996). Core
competences and value creation are improved through the
implementation of prudent measures (Akoten & Otsuka,
2007; Narasimham & Das, 2001).

Although the supply chain network is critical to the success
of firms and the entire cluster, there are some hurdles that
hinder its effectiveness. One such is the low network ties
among members in both horizontal and vertical collaborations
(Xue, Huang, & Xiao, 2009). Studies conducted showed that
actor integration in African supply chain networks is low,
therefore affecting the performance of such networks (Akoten
& Otsuka, 2007; Msimangira, 2003). Low network ties affect
information sharing and may lead to information asymmetry
among upstream and downstream members (Mytelka &
Farinelli, 2000). Moreover, because of low actor and network
embeddedness it prevents organisations from deriving the
maximum benefit from the social capital available.
Knowledge and information diffusion tends to slow down
while firms find it difficult to benefit from external resources
(Cooke, Uranga, & Etxebarria, 1997). Furthermore, the
inability to have a coherent supply chain network affects the
collective efficiency of these enterprises (Schmitz, 1995). Trust

Technological
changes

Third party
pressure

. ‘Iuster

Supply chain
network

Stakeholder
relation

FIGURE 1: Conceptual framework.
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building among stakeholders of an ineffective supply chain
network becomes difficult because of the low-interactive
nature of members (Zucker, 1986).

The global supply chain network usually places pressure
on the local supply chain network and affects its performance.
The Wine Organisation of South Africa in 2006 revealed that
disruptions of the global supply chain network adversely
affected the productivity of the local wine cluster in Africa.
This restricts organisations” ability to absorb the needed
resources from such a network.

Cross-border trade in Africa is also restricted because of
ineffective supply chain integration. Although firms within
an industry cluster enjoy a low search cost, that is not the
situation in Africa because of the non-existence of a
comprehensive supply chain network (Fafchamps, 2000;
Kinyanjui, 2000; World Bank, 2012). In view of the preceding
literature, Hypothesis 4 is proposed as follows:

H,: Actors’ inability to ensure that every actor is embedded in
the textile supply chain network has a negative effect on the
growth and performance of this sector.

Research design
Research method and data collection

To achieve our stated objective, to ascertain which factors
contribute to the premature decline of clusters in Africa, the
study employed a mixed-methods approach. Adopting
both a quantitative and qualitative approach enables
researchers to gain access to empirical and soft data to
address pertinent research objectives. The rationale for this
method was to enable researchers to empirically analyse
their theoretical variables to ascertain which factors led to
the decline of the textile clusters in Ghana. As advocated by
the key informant theory, Campbell (2002) elaborates on the
usefulness of gaining information from relevant personnel
if a meaningful contribution can be made. ‘Key informants’
refers to individuals within an organisation who possess
sufficient knowledge about the activities of the organisation
they work in. To acquire the essential data needed to test
the relationship between the various latent variables and
cluster decline, a field survey approach was employed to
collect relevant data. Data was collected from individuals
working in four out of five remaining textile-manufacturing
firms (Campbell, 2002; Kothari, 2004; Galaskiwcs, 1995b;
Yin, 2003, 2009).

The data collected from the field survey was stored in
Microsoft Excel 2013 and later transferred to smart PLS
version 13. This statistical software was used to examine the
empirical relation between third-party pressures, low
stakeholder interactions and inability to adapt to changing
technological trends, non-performing supply chain network
and the decline of textile industry. The study adopts partial
least-squares structural equation modelling (PLS-SEM) as a
mode to explain the relationship between the various
variables. Adopting the PLS-SEM technique is an explanatory
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technique that is essential for examining a phenomenon that
has received limited research attention (Hair & Lukas, 2014).

Data collection

A field survey was conducted to collect data from relevant
respondents in the textile subsector of the Ghana economy.
A purposive sampling technique was used to identify and
select the respondents of the study. Respondents came from
the four textile-manufacturing firms identified for the
purpose of the study. These entities happen to be the few
surviving textile clusters currently producing on a large scale
in the nation. The textile industry had shrunk over the years,
leading to the folding of several firms in this sector. The
choice of a survey instrument was the questionnaire. The
items utilised to test our theoretical Hypothesis are derived
established scales: stakeholder relations (Freeman et al., 2000;
Garvare & Johansson, 2010; Heimeriks & Duysters, 2007),
technological changes (McCormick, 1998; Pavlinek &
Zizalova, 2014; Schumpeter, 1970), third-party pressures
(Agola, 2016; Zimmermann, 2005) and supply chain networks
(Cooke et al., 1997; Fafchamps, 2000; Narasimham & Das,
2001; Schimtz, 1995).

In designing the questionnaire one critical element to
consider is how concise and accurate it is (Craig & Douglas,
2000; Eisennhardt, 1991; Eisenhardt & Graebner, 2007). It
should be free of any ambiguities if the research is to gain a
relevant response. In this study, to deal with this issue, the
questionnaire was designed using simple questions on a
seven-point Likert scale. The study conducted a pilot survey
using some selected individuals to ascertain whether it
would be easy to understand and answer the stated questions.
After the pilot survey, feedback from these individuals was
used to redesign and improve the questionnaire for better
understanding.

After the questionnaire design the researcher made initial
contact with these clusters to discuss the objectives of the
study and also to solicit their permission to use their entity
for data collection. During this period, contact was made
with all four entities out of the five surviving textile
enterprises in Ghana. The firms agreed to our demands and
allowed us to collect data from the identified key informants
within the organisation. In addition data was collected from
suppliers and end users (customers). A purposive sampling
approach focusing on departments such as production and
manufacturing, operations, engineering, finance, sales and
marketing and customer service personnel was adopted to
select respondents to answer the questionnaire used to test
the relationship between latent constructs and cluster
sustenance.

The field survey covered a period of 2 months and a total of
148 answered questionnaires were acquired. This resulted in
a non-response rate of 26%, compared to the total of 200
questionnaires sent out for the survey. The non-response rate
may be attributed to the busy nature of the functional tasks of
the personnel in the various entities.
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Empirical results, analysis and
discussion
Profile of respondents

This section presents the profile of respondents that
participated in our field survey. Table 1 shows the
demography and educational background of respondents.
From the table it can be seen that the study dealt with diverse
individuals from multidisciplinary fields of study. This
enriched the quality of data because every individual brought
on board a new perspective. The availability of divergent
views aided in eliminating the bias that is associated with
field surveys. The respondents comprised 90 males and 58
females.

It can be seen from Table 2 that aside from suppliers and final
consumers in the textile value chain, all other stakeholders
were included in the data collection process. Suppliers were
not included because most of the firms’ suppliers were
overseas, therefore making it difficult to seek their views on
the subject under study. In addition, consumers tend to have
a limited understanding as to which factors are contributing
to the decline of the industry. Therefore, going by our key
informant approach we didn’t include consumers during the
survey period. The categories of entities include producers of
finished and semi-finished goods and distributors of textile
products. Sourcing data from these diverse actors enabled
the researcher to gain insight from diverse perspectives to
enrich the outcome of the study. Furthermore, the category of
firm within the textile value chain is presented in Table 2.

Reliability and validity test

To enable further analysis of the data acquired through the
field survey, it was essential to examine the reliability and
validity of the data. In accordance with PLS-SEM techniques,
a composite reliability and discriminant validity test was
conducted. The accepted threshold for composite reliability
is 0.5 or greater (Hair, Sarstedt, Hopkins, & Kuppelwieser,
2014; Hulland & Ivey, 1999). The result obtained for the
construct of this study had a composite reliability value of

TABLE 1: Educational background of respondents.

Educational level Total Percentage
PhD 2 1.30
Master’s degree 16 10.81
Bachelor’s degree 86 58.10
Technical qualification (HND, NVTI) 44 29.79

Source: Field survey 2017.
HND: Higher National Diploma; NVTI: National Vocation and Technical Institute Certification.

TABLE 2: Respondents’ value chain sector.
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more than 0.5, suggesting that the data was reliable for
further analysis. In addition, the Cronbach’s alpha value
obtained was 0.86, much higher than the accepted minimum
of 0.5.

The validity of the data was further investigated using the
approach proposed by Fornell and Larcker (1981). The
outcome of the test showed that the average of the latent
variables examined was greater than the correlation value
among the diverse variables. The outcome of these tests
suggested that the acquired data was accurate and proper for
further empirical analysis.

Collinearity test

The variance inflation factor (VIF) was used as our measuring
instrument to examine the collinearity that was associated
with high correlation values among the indicator. The issue
of collinearity arises when the VIF value obtained is more
than 10 (Craig & Douglas, 2000; Kline, 2015). The results
obtained from this study showed that all indicators had a VIF
value of less than 10.

Statistical analysis

Table 3 presents the results of the correlation test. The outcome
suggested that all variables to some extent have an effect
on the survival of the textile industry. Although all the
constructs examined affects the survival of the textile industry
to some extent, enterprises’ inability to adopt to changing
technological trends makes a dent in their development.
Consequently, firms that are not able to seize this advantage
tend to shrink or fold because productivity is low. Besides,
overhead and production costs increase with the use of
obsolete production technologies. This can be seen from the
multiple regression analysis in the path estimation.

Aside from the inability of textile firms to catch up with
changing trends in technology, another essential factor was
the non-interactivity of key stakeholders in the textile value
chain. Non-availability of any form of stakeholder interaction
has had dire consequences on the survival of the entire
ecosystem. Judging from its regression coefficient, an increase
in stakeholder relations affects the existence of the entire
industry positively and vice versa. As advocated by the
scholars of stakeholder theory, a well-coordinated stakeholder
community enhances knowledge and value -creation
processes. It is therefore prudent to develop programmes
and policies that will serve as a catalyst to boost cooperative
activities. The social capital that this interaction builds up is

TABLE 3: Correlation results for latent variables.

Sector Number of Percentage Number of
respondents respondents
Finished product manufacturer 79 53.38
Semi-finished product manufacturer 39 26.35
Supplier 3 2.02
Distributor 9 6.08
Customer (end user) 18 12.17

Source: Field survey 2017.
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Variables 1 2 3 4 5
1.STR

2. TECH 0.805

3.CD 0.431 0.695

4. NPSCN 0.581 0.609 0.748

5. THPP 0.478 0.737 0.580 0.577

STR: stakeholder relation; TECH: technological changes; CD: cluster decline; NPSCN: non-
performing supply chain network; THPP: third-party pressures.
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FIGURE 2: Path estimation result.

worth the pool of resources required for the consistent
survival of these firms.

Again, the R-squared value of 0.752 obtained suggested an
overall goodness of fit of 0.752, suggesting that stakeholder
relations, the firm’s inability to adapt to changes in technology,
third-party pressures and a non-performing supply chain
network have adverse effects on the firm’s ability to survive
in the textile industry. The loose structure of the local textile
supply chain network prevents firms from deriving the
needed benefits with regards to sourcing of improved raw
materials at comparatively cheaper cost.

Table 4 shows the outcomes of the hypotheses tested. The
t-statistic’s value was used as the unit of measurement. In
accordance with Hair et al. (2014), to accept a Hypothesis it
needs to have a t-statistic value of 1.96 or higher. Aside from
Hypothesis 4, which investigated how external private and

http://www.sajbm.org . Open Access

TABLE 4: Results of Hypothesis tests.

Hypothesis t-statistic p Decision
Stakeholder relations cluster decline) 3.3158 0.0010 Accepted
Technological change cluster decline) 3.7483 0.0002 Accepted
Non-performing supply chain network 4.0574 0.0001 Accepted
(cluster decline)

Third-party pressure (cluster decline) 1.3348 0.1826 Not accepted

political influence led to the decline of the textile cluster, all
other hypotheses were accepted. This suggests that the textile
cluster’s decline has been a result of low stakeholder
interactions, inability to adapt to changing technological
trends and non-performance of local supply chain networks.

Discussion

The finding on technological change was the most pressing
factor affecting the decline of the textile industry, which
contributes to studies that show that technological gaps have
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the propensity to affect the sustainability of firms or African
industry clusters (McCormick et al.,, 2007; Porter, 1990;
UNCTAD, 2012). The inability of firms to adopt and
implement new, improved production technology resulted in
low productivity coupled with high production costs.
Obsolete technologies render local firms uncompetitive
because of their inefficiency as compared with foreign firms
that utilise new, innovative technologies. It is imperative for
firms to invest in research and development and also in new
technological machinery and equipment toboost productivity.
An increase in productivity will impact the growth of these
firms within this subsector of the economy.

A low level of stakeholder relations was also seen to result in
the decline of the textile industry over time. The textile
ecosystem is characterised by several structural holes
preventing the diffusion of knowledge, technology and
information. Actors within this ecosystem are not able to
harness the social capital available because there is no
consistent interaction between key players. The interactive
nature results in formation of weak ties among members.
Weak ties affect exchanges within the ecosystem, making it
difficult to either gain inputs to boost the value of the product
or to address grievances arising from upstream and
downstream customers. The coordination activities between
actors within this value chain enrich cooperation and enhance
ties. To have a robust industrial subsector it is critical to have
consistent and harmonious activities between the various
entities at stake.

Industry clusters enjoy comprehensive supply chain
networks, which results in low search cost, access to
specialised skilled labour and external resources. In spite of
this fact, clusters in this subregion do not enjoy such benefits
because the supply chain system is not well structured. There
happens to be no relationship between the diverse
stakeholders in the textile value chain network. This prevents
actors from identifying key issues affecting the performance
of each member of the supply chain. Further, the loose
structure of the supply chain results in high production costs
because firms in this industry cannot attain an advantage
such as low search cost. This finding also contributes to
studies conducted by several scholars (Blazek, Marek, &
Kvéton, 2016; Dauth & Suedekum, 2015; Porter, 1990, 2000)
on the factors affecting the African industrial environment
and its antecedents. Their studies suggest that one significant
challenge affecting the growth and survival of firms in Africa
has been the non-availability of proper supply chain
networks.

One interesting finding from the study is the non-influential
nature of external pressure from donor funds and agencies as
a determining factor in the collapse of the textile sector.
Previous studies have suggested that foreign donors and
political entities are responsible for the low development of
the industrial sector through the attachment of conditionality
to grants and loans offered (Zimmermann, 2005). The
outcome of our study suggested that external pressure does
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not have a major role to play concerning the performance and
sustainability of local businesses or industries and that there
are serious issues to be considered in dealing with firms’
survival as discussed. Regardless, it is the responsibility of
every government to protect its citizenry as well as its
productive ventures. In this vein, it would be appropriate for
the government to have the will to provide the needed
political intervention to deal with such external pressures
and conditionality to ensure an enabling business
environment. As the production manager of a textile
company said: ‘if government is committed to saving the
textile industry the ministry will be more serious with
pirating but as it stands now the Asian governments
sometimes fund government projects and so there is lack of
political will on the part of government to pursue the
challenges of the textile industry as most pirated textiles are
from Asia’. Inferences from this suggest that government
intervention will lead to a decline in importation of copycat
textiles, which happens to be a major source of concern for
players in the textile industry.

Managerial implications

The findings of the study have some intriguing managerial
implications that need to be addressed if textile entities are to
survive in the long run to enhance productivity, employment,
national and household income to aid in alleviating poverty,
in a nutshell. Firms need to source new, improved knowledge
and information to boost their internal capacity to improve
production output. When firms gain enough relevant
knowledge and information on a subject it goes a long way to
affecting their performance while achieving their set targets.

Furthermore, players within this ecosystem need to create an
enabling environment that promotes cooperation and co-
creation. Measures should be put in place to foster interaction
between the various actors within the supply chain network.
This will help to deal with the structural hole associated with
complex networks in addition to knowledge, information
and technology spillover relevant to building and maintaining
the entire supply chain network. Actors should promote
interfirm relationships to boost firms” innovation capabilities
and knowledge pool. The establishment of a proper supply
chain network builds up social capital to augment its internal
resources. Entities can utilise these resources in enriching
production techniques. Improved production techniques will
incur a comparatively cheaper production cost and the
propensity to affect the sustenance of firms in this sector,
with a ripple effect on the survival of the entire textile cluster.

Conclusion and further research

The study investigated the factors that led to industrial
cluster decline in Africa, with a focus on the textile clusters in
Ghana. Textile firms in Ghana have shrunk over the years in
terms of productivity, revenue turnover and employee
retention. The industrial sector over the years has experienced
several challenges leading to the folding of several firms in
this sector. Both a qualitative and quantitative approach were
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used to collect and analyse data. Data was collected from
four out of the five remaining textile firms in Ghana. A total
of 148 respondents answered a questionnaire designed to
collect relevant data from key informants. The data collected
was stored in Microsoft Excel and later transferred to
statistical package software to perform further empirical
analyses. PLS-SEM was used to examine the relationship
between stakeholder relations, technological changes, third-
party pressure, non-performing supply chain network and
their impact on the decline of the textile industry in Ghana.

The findings of the study suggested that firms’ inability to
implement new technologies to boost productivity has
affected the survival of this sector. Aside from the
technological gaps, low level of stakeholder interaction and
the ineffective supply chain network played a major role in
the decline of such enterprises. One interesting finding that
contradicted previous studies was the external pressure that
most scholars claim negatively affects the performance of
local firms was not always the case in the textile industry.
Third-party pressure does not affect the survival of the textile
industry significantly, unlike other dynamic factors such as
non-performing supply chain network, technological lapses
and lack of stakeholder relations.

Although the study has some intriguing findings, there are
limitations associated with the study. The non-availability of
up-to-date data in this sector limits researchers’ idea about
current trends and exact changes in the sector. In addition,
the study focused only on textile clusters. A further study is
encouraged to examine the factors that led to the decline by
adding different clusters into the sample to enable researchers
to ascertain whether these factors affect the decline of other
traditional clusters.
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