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ABSTRACT
Growth in the manufacturing sector of Ghana has been sluggish due to the
recent hikes in input prices. However, manufacturing firms’ growth, mainly,
depends on their ability to maximize and sustain profit. Hence, many of these

manufacturing firms may attempt to achieve this objective through the

better pricing
control on the
ricing strategy.
seneral Method
for a period of

ally significant

policies should be channelled to controlling cost and eliminating wastage in all

dimensions. The study also recommended that manufacturing firms’
management must focus on cost-based pricing strategy to enable cost control

to highly influence firm growth in the Ghanaian manufacturing industry.
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CHAPTER ONE

INTRODUCTION
The manufacturing industry as a hub of industrialization has been
classified as an engine for mass employment, enhanced standard of living and

above all a means of sustained economic development. However, in spite of

manufacturing
ana Statistical
le played by
an appropriate
facturing firms
» effect of cost

facturing firms

ar less internal relations
with other cou HQH to be limited in scope and in
development (Adarkwah & Santuoh, 2018; Addo, 2017). Due to this, the
economy has been surrounded with huge unemployment rate, poverty and low
standard of living (Addo, 2017; Amenyo, 2016). It is in this disclosure that

Laake (2012) suggested cost control and strategic pricing to be the sure ways
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manufacturing firms could spur greatly. This is because the manufacturing
sector in an economy industrialisation have been emphasised as definite means
for creating job opportunities, spurring revenue mobilisation and ultimately
propelling growth (UNCTAD, 2019).

Manufacturing firms are observed as assuming a significant role in the

that growth in
d by increasing
he world. This
hroughout the
acturing sector

g and footwear

on the patterns of

Will encounter fast

ily spending than any

Cost effectiveness is broadly seen as the essential requirement for
growth in manufacturing firms of all sizes (Laake, 2012; Signé, 2018;
Siyanbola & Raji, 2013). The studies indicated that Africa is a progressively

cost-effective location for manufacturers and a considerable volume of scope
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remains for expansion and growth in the manufacturing industry. However,
the cost of production rises as the cost of labour rises in developing countries.
Similarly, the rise in these cost elements affects the entire profitability of firms
and thus the growth of the manufacturing industry in Africa.

Hence, in recent times, management of organisations are being cost

ontrolling cost
2013). That is,
the growth of
pbeing used by
017) expressed
0 manage their
ary cost from the

to deal with the

firm growth of the manufacturing entities.

Moreover, pricing is a vital management decision for practically all
companies (Rogerson, 2013). All firms, being it manufacturing, marketing or

services set price for their goods and/or services. This is because price

Digitized by Sam Jonah Library



© University of Cape Coast https:/ir.ucc.edu.gh/xmlui

determines the extent of revenue maximization and profit a company generates
(Rogerson, 2013). It has been highlighted that price is the amount connected to
an item and the lone component of the marketing mix that generates profit for
the company. All firms engaged in either manufacturing, merchandise or

service provisions adopt various types of pricing strategy in assigning value to

h in sales as
> (2005) among
crease in price
5, a percentage
duction in cost,
| SO the casefe 0 § propriate pricing

cerned (Deans &

nvas evidenced that total
for some of the firms such as
Aluworks, Ayrton Drug Manufacturing Company. However, few of these
firms such as Starwin Products, FanMilk, and Benso Oil Plantation were
having constant growth in total revenue whereas most of these firms (such as

Camelot Ghana, Unilever, Sam Woode, PZ Cussons, Produce Buying Limited,
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Guinness Breweries and others) were having fluctuations in total revenue
growth.

Adarkwah and Santuoh (2018) were of the opinion that the activities of
Ghana’s manufacturing companies have improved in areas such as technology

and innovation in the business arena which have not reflected yet due to

> growth of the
omes essential

s moderated by

IXES, Over-

from these studies have been mixed. Whiles a study by Ben-Caleb, Otekunrin,
Bamidele, Adewara, Oladipo and Eshua (2019) found a significant relation

between cost control and firm growth, other studies such as Oyedokun,
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Tomomewo and Owolabi (2019) found a negative relationship between some
cost control dimensions and firm growth.

Wangui et al. (2018) and Rapaccini (2015) found significant positive
effect of pricing strategy on growth whereas De Toni, Milan, Saciloto and
Larentis (2017) revealed significant influence of pricing strategy on
t at low level.
2en cost control
); Siyanbola &

5lso considered

resolve

of robust

al areas (India, America,
Nigeria, Indonesi he ana. Majority of prior related
studies focused on institutions other than manufacturing firms, and were
conducted outside Ghana; thus, making comprehensive application of their
findings to decision-making in Ghana unrealistic. The conclusion of studies in

the manufacturing sector cannot be applied to Ghana because of the sample
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size of these manufacturing firms taking into consideration sample size of 48
firms for Nigeria and 50 companies for the other studies, also the economic
conditions in these countries are different from that of Ghana.

Moreover, the cost of sales for most of the listed manufacturing firms

have not been consistent for the years under review on the face of the financial

in the level of
cant difference
of these listed
stical test have

letermined the

square approa i c /' robust the connection
between the inS uence firm growth. Thus, the
current study used a robust method (system dynamic GMM, specifically, two-
step system general method of moments) that takes into consideration the

impact of the changes in the instrumental variables on firm growth.
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Purpose of the Study
This research determined the effect of cost control on growth of
manufacturing firms listed in Ghana being moderated by pricing strategy.

Research Objectives

The study specifically sought to:

ost control of

manufacturing

)st control

control on the growth of

H, 2: There is a statistically significant effect of cost control on the growth of

listed manufacturing firms in Ghana.
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H,3: There is no statistically significant moderating effect of pricing strategy
on the relationship between cost control and growth of listed
manufacturing firms in Ghana.

H, 3: There is a statistically significant moderating effect of pricing strategy in

the relationship between cost control and growth of listed manufacturing

t implications.
om the second
on theory. The
agreement with
contribution to

arginal cost is

pricing strategy has the possibilities to contribute towards the growth of

manufacturing firms better than only cost control on the basis of internal
factors or policies. The findings for the sensitivity regression aid in the

moderating effect of this study affirm these assumptions of pricing strategy.
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This implies that management of manufacturing firms in Ghana can apply this

theory and assumptions in their operating decisions and procedure of pricing.
The research will be beneficial to the entire staff of manufacturing

firms in their decision-making process on adopting appropriate pricing

strategy for their produce that may increase turnover. The results from the

e context of
mance growth

e influence of

d e Of various g ) ents mainly;
0S . --. I overh nufacturing firms listed

manufacturing sector was selected as the area of the research due to the
features of manufacturing firms in relation to cost control. This is because cost

control on the various component of direct cost is major challenge in spite of

10
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the general challenges of the manufacturing concern in Ghana (Amenyo,
2016).

The study used secondary data rather than primary data due to
availability of statistical interest in variable of the study. The study period was

ten years and data were taken from manufacturing firms audited annual reports

nclude cos ol g strategy and

yroxies for cost

0 the main cost

site cost control

listed

system dynamic Generalised Method of Moments.

Limitations of the Study
The research employed the econometric technique, the system dynamic

Generalised Method of Moments (two-step system GMM). This study is not

11
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without limitations and it is because the findings of this report cannot be
generalized to other firms in different industry due to the sample size.
Therefore, future studies can examine the relation between cost control and
firm growth in agricultural, mining, construction industries and others. There

might be inconsistency due to different level of industry demands, competition

ost relationship
s. Besides, the
manufacturing
firms, which
d for the study
navailability of
> years of listed
iod of the study,

impede effective

e. Cost does not include

2. Cost control: Cost control is the act of recognizing and reducing
business expense to maximize profits, and it begins with the process of
budgeting. For instance, a firm can get offers from various merchants

that give the same product or service, which can lower expenses. Cost

12
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Control deals with measuring changes from the standard cost and
taking actions (effective) to correct and attain the actual cost at its
minimum. Strategies are applied to monitor costs and performance
against the growth of a project. All changes to the cost components are

recorded and the final total costs are estimated to determine the

hat companies
or for an offer.
e price of their
tory cost and
a profit that is

i several pricing

Manufacturing organisations often use robots, machines, computers,

and human resources to produce and distribute the product and
normally use a sequential assembly system, which permits a product to

be gathered systematically, moving from one sub-division to another.

13
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5. Firm growth: Growth refers to the increase of the scope of a business
or firm with time. According to Salman (2019), firm growth is defined
as the process that prompts an expansion of the organisation's ability to
utilize and train its employees to improve its performance. McKelvie

and Wiklund (2010) emphasised in firm growth research that most

h is the most
dustry context.
Juity or capital
sales growth/
iklund, 2010),

al customers or

framework of cost control, which underpins this study and provides theoretical

explanations to proposed relationships. This chapter also reviewed and
discussed similar studies in the area of cost control and pricing. Chapter Three

covers the research methods employed in the study. Chapter Four provides

14
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presentation of analysis and interpretation of the analysis in the observations
to obtain meaningful information from the relationships based on the study
objectives. Lastly, Chapter Five provides summary, conclusions and

significant recommendations to enhance growth of manufacturing firms in

Ghana thus provide suggestions for future study in the area.

15
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CHAPTER TWO
LITERATURE REVIEW
Introduction
This chapter reviews related studies on cost control and growth of

manufacturing firms or corporate entities as well as relevant literature on

ections in this
that discusses
ic theory. The
ion deliberates
ion reveals the

the knowledge

Bradford (1970) expresses that, a definitive objective of business entity is to

increase profit. Revenue maximization theory is a theory on value and growth,
which stipulates that once profits reach desired levels, the firm’s objective

become sales maximization rather than profits maximization (Baumol, 1959).

16
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However, when firm’s objective is profit maximization then the Revenue
Maximization Rule asserts that, “it must choose that level of output where
Marginal Cost (MC) is equal to Marginal Revenue (MR)”.

Mathematically, the firm that wants to maximize profit must

manufacture at an output level where MC = MR. In this manner, each worker

revenue and in
DNS Improve on
e. This implies
riable cost per
or decrease In

e costs are the

and lease costs, property tax, etc. the most vital part of fixed cost is that when
fixed cost is managed within the specified time where it remains fixed, net
profit increases. On the other hand, when fixed cost gets out of hand, net profit

decreases (Shrotriya, 2019).

17
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An organization makes profits by changing over its resources into
goods and services lastly sells these products and initiatives to customers. The
revenue maximization theory competes that the continuity of an organisation
depends upon its ability to make profit (Baumol 1959). Employing the profit

expansion system, firms choose the revenue and the cost of its products to

evenue exceeds
to reduce cost
ling to revenue
r reducing cost

y reducing total

g pricing strategy
)18) found out in
n growth of hotels.
of loyal
J services,

affordable

of the commodities leads to the fall in total revenue. On the basis of this theory

and its practical knowledge, firms must aim to develop and execute any
intelligent strategies that attain optimal product prices for maximising

company revenue. The theory relationship with the current study was such that

18
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as a theory on value and growth, it stipulates that once profit reaches desired
levels, the firm’s objective become sales maximization (which is growth, the
direct measure in this study) rather than profits maximization (Baumol, 1959).
Economic Theory

Economic theory was propounded by Smith (1776) and professed by

ods or services
the number of
that forecasts a
ad to do with
nd transfer or
ds and services
ains how prices
onize economic

st understand pricing

through the system of pricing. It implies that the prices of goods and services
harmonised with buyers and sellers operating at a place bring about a market.
Costs of production comprises of the cost of using resource for an intended

purpose and therefore unable to use it for another (opportunity cost), the cost

19
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to a worker who is working instead of taking a break and the cost of working
on one project instead of another and these components are included in the
prices for which products are sold. From management accounting viewpoint,
the pricing decision is simpler and more practical oriented not as economic

pricing that takes into consideration opportunity cost. The economic theory

pply and cost
an economical

0 the business

ses decrease in
ce of a product
‘in total revenue

d falls then total

addition, as a firm adopts the cost-based pricing strategy or the others, these
pricing strategies influence the relationship between cost control and growth.
The economic theory cannot be ignored in this discussion. This is

because, in order to assess how pricing strategy moderates the connection

20
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between cost control and growth of manufacturing firms listed in Ghana, the
separate effects of pricing strategy (its dimensions) on firm growth were
determined. The issue of concerned of the economic theory is the forces of the
market that normally determine the pricing strategy, and for that matter pricing

strategy come into play to influence firm growth. Therefore, in relation to the

J to ensure firm

ies to reduce

on of the key

‘

. ()
NS rol ig jort to achieve cost

(Drury, 2013).

Firm growth
The response variable in this study is firm growth. The measurement of

firm growth, according to literature, were measured as level of sales, number

21
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of loyal customers (Wangui et al., 2018), profitability (Salman, 2019),
dividend pay-out ratio, return on equity etc. (Musah et al., 2019). However, for
the purpose of this study, firm growth is measured as the changes in total sales
because of the internal and accounting nature of the study (McKelvie &

Wiklund, 2010; Egbide et al., 2019) and return on equity (Hart, 2021; Salim &

ity for growth.
se No business
years without

combination of

decisions will cause firms with high-profit to disregard opportunities. These

opportunities are rather undertaken by less profitable competitors. This means
that, in instances like this, growth may be adversely identified with profit. For

this inconsistency reason, this study employed the changes in total sales

22
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(AInTS), i.e, sales growth and return on equity (INnROE) to measure for firm
growth.
Pricing strategy

The research also employed pricing strategy to moderates the

relationship between cost control and growth of listed manufacturing firms in

classified into

strategy, the

ark-up factor or

ieso, 2018). The

product keeps the price that has been given to it or set for it always unless it is
changed by the forces of the market (Rapaccini, 2015; Sunarni & Ambarriani,
2018). The competitive-based pricing strategy comprises of skimming pricing,

international prices, captive pricing, promotional pricing, penetration pricing

23

Digitized by Sam Jonah Library



© University of Cape Coast https:/ir.ucc.edu.gh/xmlui

and market spot prices, thus adoption of any of these pricing methods implies
that competitive-based pricing strategy has been applied.

Consumer value-based approach: This strategy considers the customer
valuation of the good or the service and that is dependent on the customer’s

view, an organization will evaluate how much a customer would pay (Amir,

ing strategy is
entary pricing
firm that has

ise.

ation in Ghana

xchange.

ES

=
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%
\
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[CINGING] > 2

LISTED MANUEAE
Figure 1: Pricing sitUatron‘ameng BTy manufacturing firms in Ghana

Source: Field data (2022)

From Figure 1, competitive based pricing strategy has been reigning
among African Champions, Ayrton Drugs, Benso Oil Palm Plantation and

Starwin Products. However, Ayrton Drugs at some point in time shift to cost-

24
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based pricing strategy, cost-based pricing strategy is highed used by Camelot
Ghana, Guinness Ghana and PZ Cussons. The customer value-based pricing
strategy is highly utilised by Fan Milk and Unilever Ghana. The pricing

situation in Ghana indicates that the three main pricing strategies are being

utilised by the big firms in Ghana as illustrated in Figure 1.

ontrol for firm
profitability to
stics variables
> natural log of

easured as the

fffference Qetween the year
avaretti 1, & Pieri, 2014;

Chapter One through the comparison of the findings from these related

studies.

25
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Significant Difference in the Level of Groups

Gross, Rottler and Wallmeier (2021) examined the significant
difference between prices paid against the control setting and thus determined
the influence of external reference price practices. The study employed one-

way ANOVA analytical design to examine the significant difference in

icated that the

han the control

the significant
,,,,, Jent was statistical

e Levene’s test

d financial measure of
and non-financial measures of
performance, the study model violated variance homogeneity test. This is
because from the Levene’s test of homogeneity, there was significant
difference in the groups of independents. Therefore, the study suggested that

future study focus on performance measurement indicators in tourism.

26
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Azman, Abdul-Samad and Ismail (2013) researched on the accuracy of
the cost estimations in the Public Construction Department in Malaysia. The
study used sample of 83 projects for the purpose of the study, which is to find
accurate estimate with regards to public project. The target groups were three,

that is, lowest bid, accepted bid and the mean bid and data was collected from

jression results
css. The study
he consistency.

ariances when

ignificant diffe he level of cost

ontrol and

the study

by profitability). The study developed five models and three of the models
indicated positive relation, and the two turned a negative relation with growth
of manufacturing companies for the period under investigation. The study

outcome suggested that material cost control and selling and administration

27
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cost control have a negative relation with profitability whereas labour (wages
and salaries), training and development had a positive relationship with
profitability. Besides, profitability measure as profit before tax seems to be too

raw measure as compared to other measurements such as return on total assets,

return on capital employed and others.

ost control and
med the use of
he variables. It
h, creation of
d, cost control

 and continuity

Opriate for such study to
variable (cost control) on the
dependent variable (profitability) with the use of any accounting measure of
profitability.

Abdullah, Murad and Hason (2015) developed a decision dynamics

model in order to analyse the relationship between corporate governance and

28
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cost control. The study based on the decision-dynamics model specified that a
good corporate governance structure is necessary to control cost. The study
concluded that corporate governance and cost control must operate in practical

ways in order to enhance efficiency and boost abilities of the organisation for

growth and to protect the interest of all the interested party.

of cost control

died on project

concluded that

e objectives to

20st and used profitability
he investigation indicated that
effective inventory cost management has a positive influence on sales growth
(profitability) in the report. Although, the employment of one element of cost
(material cost) in these studies do not bias parameters because of the scope of

their study.

29
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Prempeh and Peprah-Amankona (2019) using a cross sectional data of
listed manufacturing companies in Ghana from 2004 to 2014 examined the
impact of efficient inventory management on profitable growth of
manufacturing firms. The finding was that, there exist significant and positive

connection between raw material inventory management and profitability.

since the study
profitability of
d Prempeh and
ment is related
e exist gaps in
, measurement

dies also analysed

control on

stigate rol and pricing strategy
can influence o E‘ ! 5 g firms listed in Ghana
Pricing Strategy

This section sought to find out the relationship between pricing
strategy and corporate entities growth. There are other related studies, which

also indicate that pricing strategies influence growth of manufacturing

30
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companies, and thus in this research, pricing strategy is a stimulus variable
(moderator) to influence the relationship between cost control and growth of
listed manufacturing firms in Ghana.

Wangui, Kiragu and Wachira (2018) conducted research on effect of

pricing strategy and growth of some selected hotels in Kenya (Nyeri County).

ng strategy had
i County. The
instrument for
hotel managers
Id outline their
and ensure that

Ire of the items.

to Lane and Durden, the finding supports the patterns in literature where full
cost-pricing methods remains dominant, with variable expense and market-

based strategies holding a moderately dynamic role in pricing decisions.

31
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De Toni, Milan, Saciloto and Larentis (2017) analysed the impact of
pricing strategies and levels on firm’s profitability in Brazil using 150
companies in the mechanic (metal) industry. The study showed that the
profitability and cost adequacy of the organizations are related to pricing

strategy. They adopted multiple regression method and it was concluded that

show critical
s of their study
based pricing
ificant overall

petitive-based

study draws from this study that pricing strategy/strategies adopted by firms

could have direct effect on firm growth. In the same way, it is possible for

pricing strategies to interact the relationship between cost control and growth.

32
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The study by Rapaccini (2015) was conducted on pricing strategies of
manufacturing companies offering service in Italy. The study contributed to
the theory of servitization. They study was literature review study that
reviewed literature on pricing. The study recommended that cost based,

competition based and value-based pricing can exist together in servitised

arch method to
of five huge
ge and improve

develop new

growth Jadae ects consumers buying

options, which int QH’S &*Watanabe, 2005).

Asare (2016) used 140 firms in the formal sector responses to assess
the pricing methods used by medium and small-sized enterprises in the Cape
Coast. The study was quantitative in nature and employed cross sectional

design to analyse descriptive measures. The study pointed out that pricing

33
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decisions and strategies are important for almost every firm’s profitability and
long-term continuity. The study also specified that effective design and
implementation of pricing strategies is subject to managers understanding of
customer consciousness and logical method to setting pricing, adapting prices

and varying prices. The study concluded that the firm’s continuity, firm’s

its ability to

pricing strategy
ng listed firms
g strategy and

ection between

production cost of the good or service. The economic theory defines the

necessity of pricing strategy as part of management policies. The study then
looks at the moderating role of pricing in relationship between accessible

variables to relate to the relationship between cost control and firm growth.
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A study by Khudhair, Jusoha, Mardania, Nora and Streimikieneb,
(2019) employed price sensitivity to moderate the relationship between level
of service and the level of passenger’s satisfaction. Service quality was having
three categories and all these categories had a significant effect on passenger
satisfaction. The researchers found out that moderator, price sensitivity have
ind satisfaction
e moderator in
tion level, the

odels for the

ards online sh® A Meas the study was estimated
a /0y 7 model -- ull structuri guation model thus makin

recommendatio erning how to engage in online

marketing.

De Toni, Milan, Saciloto and Larentis (2017) discovered from their
study that a more strategy process had to be considered for pricing to

contribute in an aspect that cannot be ignored. The study used sample of 150
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companies to integrate cost-based pricing strategy, competitive-based pricing
strategy and customer value-based pricing strategy with price levels being low
or high to determine firm performance with regards to profitability. The
analysis of variance (ANOVA) was used to draw out clearly whether there

was statistical difference between group’s mean. The researcher also used the

ng strategy on
e independent
he interaction
new product

performance

tion would be:

to firm growth, empirical studies have inconsistent results. For instance, Coad,
Segarra and Teruel (2013) and Kipesha (2013) identified significant positive
relation between firm age and firm performance whereas Dogan (2013) found

inverse connection between firm age and firm performance. Lastly, a study by
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Barba Navaretti, Castellani and Pieri (2014) found out that firm age had a

negative influence on growth of manufacturing firms on their upsizing path.
Fiala and Hedija (2015) examined the connection between firm size

and firm growth in Czech Republic and measured firm size with three

indicators being, total assets, total revenues and the number of employees. The

acturing firms

size which is

between firm
t industry profit

firm growth but

2 Jture growthaa udy used the dynamic panel

H 9 H ‘ q gression results revealed positive
relationship between profitability and future growth. The inter-connection
between profitability and firm growth indicated equal influence of firm growth
on profitability. The study measured firm size as valued added, employees and

sales therefore assumed the differences of the logarithms of firm size as proxy
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for firm growth. The study results were in graphs alone and based on that it’s a

bit confusing to understand but one of the exceptional studies among others.
Fuertes-Callén and Cuellar-Fernandez (2019) discovered that in the

midst of economic crisis, firm’s profitability is attained indirectly through

growth in sales and employees. The study analysed the dynamics of

assets (ROA).
firm growth is
study showed
run. The study
e sales growth

profit.

Variable and it measured
by changes in tot Hﬂ BHE nd, 2010; Egbide et al., 2019),
return on equity (Hart, 2021; Lipson, Mortal & Schill, 2011; Salim & Yadav,
2012).

Pricing strategy, the moderator, refers to these three pricing strategy

indicators from prospective of management accounting being cost-based
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pricing strategy, competitive-based pricing strategy and customer value-based
pricing strategy. Research conducted on the relationship between pricing and
firm growth, for instance, has firm growth measured as number of loyal
customers and level of sales (Wangui, Kiragu, & Wachira, 2018).

Several studies on pricing strategy such as Rapaccini (2015), De Toni

firms and not
s the researcher
)| on growth of
addition, the
employed the
ments (GMM)

2d in the lagged

into forms that can be measured (Wangui et al., 2018). The discussion of the
effect of cost control on growth of manufacturing firms listed in Ghana
moderated by pricing strategy is illustrated in Figure 2. From the diagram, it

has been inferred that cost control directly affect firm growth of listed
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manufacturing firms. Besides, from literature, pricing strategy also has a direct
influence on growth of manufacturing firms in Ghana. Other variables were
employed to control for firm growth which are also included in the

framework.

RMT=H2

i Growth
pes in Total

| SetreeAutht

'-. ‘ﬂ‘ ;
Main/Individual effe
R/Mod eC .

in the market a

instance, the force of demand and supply or competition which determines
prices literally. The chapter then reviewed related studies on the influence of
cost control on growth of manufacturing firms and other corporate firms. The
chapter also reviewed literature on pricing strategy and firm growth and

finally revealed some gaps that this research pursues to bridge.
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CHAPTER THREE
RESEARCH METHODS
Introduction
The chapter presents the systematic research methods employed in

achieving the objectives of the study. The novelty of this study is to determine

irms in Ghana
esearch design
0f the research
ion, sampling
edures adopted

e data analysis

acturing firms in

firms listed in Ghana.

Research Design
Research design brings out procedures that connect the basics of the

methods adopted for a study. According to Saunders, Lewis, Thornhill (2012),
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research design can be descriptive, explanatory or exploratory. Saunders et al.
(2012) indicated that empirical works that establish cause and effect
connection between variables may be referred to as explanatory. The research
design for this study was explanatory design because it explains the

moderating role of pricing strategy in the relationship between cost control

esearch which
nd the mixed
postulates that

e, 2016). The

(Amenyo, 2016). This study considered all manufacturing firms listed on the
Stock Exchange in Ghana. For the purpose of data collection for the
observation and analysis of this study, this research used panel regression

techniques to analyze the data gathered from audited annual report of
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manufacturing firms under review of this study. The research analysis
methods were Levene’s statistics, correlation and regression.
Population

Population refers to a collection of every conceivable individual,

articles or estimation that share at least one quality for all intents and purpose

yulation of this
Ghana Stock
ich the sample

5 listed on the

overhea al_rer iag ng criterion, two firms
(Samba Foods 2% | ere exclud dfrom the observations because
they were listed between the period 2011-2015, as well as Cocoa Processing
Company which was also excluded because there was not enough data to

analyzed. The sample of the 12 manufacturing firms involved in the research
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is illustrated in the Appendix B. These firms are numbered through the
assigning of firm ID which is shown in Table 3-Table 6.
Data Collection Procedures and Source of Data

The study examined the relationships among cost control, prcing

strategy and growth of manufacturing firms listed in Ghana. On the basis of

nual reports of
obtained data
o corporations’
e starting year
ajority of the
as selected as

> the study was

(Setiyawati, Wahyudi, & Mawardi, 2017). It also called the dependent variable

and, in this study, it is firm growth (FG) which is measured as changes in the

natural log of total sales and natural log of return on equity.
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Explanatory variables: Explanatory variables also called the independent
variable or variable that becomes the reason of the change or the occurrence of
response variable (Setiyawati et al, 2017). The explanatory variables in this
study included material cost control, labour cost control and factory overhead

cost controls which are measured as changes in the natural logarithm of

and changes in
elements were

ponents of cost

influences the
,,,,, i variables. That

endent variables

5 to be controlled for and

Firm age
Firm age refers to the years of operations for listed manufacturing
firms, which is the difference between year the company in question was listed

and the year of the study. Firm age in this study was measured as the natural
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log of the difference between the year listed and the year of the study (Haykir
& Celik, 2018).
Firm size

Firm size in this study explains the size of manufacturing firms,

measured as the natural logarithm of total assets (Velnampy and Niresh,

pted total sales

between firm

natural log of

measured how
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Table 1
List of Variables, Measurement and Source of Data
Variables Indicators Definition and/or Unit of Data Source Empirical
Measurement Justification
Firm growth Change in total Change in the natural ~ Annual Egbide et al.
(FG) sales (AINTS;) log of level of Total Report (2019),
Sales (AInTS;) McKelvie and

Wiklund (2010
Return on equity Natural logarithm of Annual  Hart (2021),
InNROE; Report ___ Salim and
Yadav (2012)

Oyedokun et al.
(2019).

Egbide et al.
(2019),
Oyedokun et al.
(2019)

Egbide et al.
(2019),
Oyedokun et al.
(2019)

Oyedokun et al.
(2019), Egbide
etal. (2019)

De Toni, et al.
(2017)

that adopt G d . ini
0 othe e
m able anie i, Saccani

etal. (2017)
Barba Navaretti
et al. (2014),
Haykir and
Celik (2018).
Fuertes-Callen,
e nterest and Cuellar-
tax [Total Asset Fernandez,
(InROA) for entity i in (2019), Jang
time t. and Park (2011)
Firm size Natural log of Total Companies’ Fiala and
(InTAQ) Asset (InTA) for entity i Website  Hedija (2015),
intime t. Fort et al
(2013)

Source: Field data (2022)

47

Digitized by Sam Jonah Library



© University of Cape Coast https:/ir.ucc.edu.gh/xmlui

Estimation Technique

The study applied econometric procedures such as correlation and two-
step system general method of moments to assess the moderating effect of
pricing strategy on cost control and growth of listed manufacturing firms in

Ghana. The empirical procedures involved the following steps: first, the study

pntrol (average
o the Levene’s
d to check the
second test, it
or (VIF). Also,

stem dynamic

: sta Jression maog were specified to
ect of l g m t contrg ) ontrol and factory

pricing strategy influence on firm growth. This was necessary to enable
moderator variable to interact the relation between material cost control,
labour cost control and factory overhead control on firm growth. The study

therefore employed a baseline model from literature by Egbide et al. (2019)
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with factors influencing manufacturing firms’ growth comprising of material
cost control, labour control cost and factory overhead control. Therefore, to
analyse the effect of cost control on growth of listed manufacturing firms in

Ghana based on the second objective the study developed models derived

from econometric models.

ontrol on firm
composite cost
ed explanatory

ing batches of

lnROEit = Y0+ YllnROEit_l + YzAlnCTClt + Y3lnFAit + Y4lnTAit +

Hit (10)
lnROElt == 190+ ﬁllnROEit_l + 192AlnMClt + ﬁglnFAlt + 194_lnTAlt +
Hit (Lit)
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lnROEl-t = ﬂ0+ ﬂllnROEit_l + ,BzAlnLCit + ﬂ3lnFAit + ,[34lnTAl-t +
Wit (1iii)
lnROElt = q)0+ (DllnROEit_l + (DzAlnFOI_t + q)glnFAlt + q)4lnTAlt +

Uit (liv)

To determine the moderating role played by pricing strategy in the

ing strategy on
ere developed

changes in the

Hit (20)

INROE;; = f,+ B,INROE;,_y + 8,COMPPS;; + B,InFA;; + f,InTA;; +

Hit (2i0)
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lnROEl-t = f0+ /ilnROEit_l + ACUSVBPSM + f3lnFAlt + /;lnTA,_t +
Hit (2iii)
To achieve the main objective of the study, the interaction effect of
pricing strategy in the relationship between cost control dimensions and

growth of manufacturing firms, the study developed four models taking into

e developed on

(3d)

) of Return

dependent variable is profitable growth measure (INROE).
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Firm Growth Proxied by Return on Equity

INROE;; = %y + Z,InROE;;_; + Z,AInCTC;y + Z3CBPS;; + Z,AInCTC *
CBPS;; + ZsInFA;, + ZInTA; + 1y (3i)

InROE;, = &, + 8,InROE;,_; + 8,AlnMC;, + a3CBPS;, + AlnMC *

CBPSit + 55lnFAl-t + 66lnTAit + Ui (3ll)

L AINLC *

(3iii)

(3iv)

CUSVBPS= Customer value-based pricing strategy

FG = Firm Growth

AINCTC*CBPS = Interaction between INCTC and CBPS etc.
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Panel Regression Techniques

The study employed panel regression techniques to determine the
effect of cost control on growth of listed manufacturing firms in Ghana
according to the second objective. The panel regression techniques then

sought to analyze the moderating role of pricing strategy in the relation

n Ghana based

h was obtained

chnique was in
ic generalized
or the estimations. GMM

ameters of multi-

probability of committing error in hypothesis testing because unlike other
statistical tests where the researcher often wants to reject the null hypothesis,
in this particular test the researcher often looking for a proof of the assumption

that there is equality in variance thus accepting the null hypothesis. The
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Levene’s test is used because it measures variance (average of the squared
difference) of the various cost control dimensions from the control setting
(level).

Generalized Method of Moments (GMM)

The generalized method of moments (GMM) is used for model

e lagged of the
e is correlation
As stated in the
ed studies were
rs, unobserved

zed methods of

ference_transie IS magnifies gaps in an
unbalanced pane MQ Els akness of difference GMM, the
study employed the system GMM for the unbalanced panel regression. The
system GMM propounded by Arellano and Bover (1995) and Blundell and
Bond (1998) also corrects endogeneity by introducing more instruments to

enhance efficiency and transforms instruments to make them uncorrelated
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(exogenous) with the fixed effects. System GMM uses orthogonal deviations
that deals with gaps in the data set thus minimizes data loss.
Diagnostics for Levene’s Test

The diagnostics of the Levene’s statistical test provides values for the

Levene’s statistic centered at the mean, Levene’s statistic focused at the

as well as the
d values. The
ed at the mean

’s test centered

autocorrelation of the error term, test of multicollinearity and test for

heteroscedasticity. The diagnostics tests are explained as follows:
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Tests for Validity of Instruments

There are two tests of validity of instruments comprising of the Hansen
J test (1982) and the Sargan (1958) test of over-identifying restrictions are part
of the diagnostics that needs to be examined. These are the tests for the null

hypotheses of overall validity of the instrument used. The results of

ypotheses (for

ents. Roodman

cause of risks,
be taken, one

ential signs of

To test whether the explanatory variables correlate with themselves,
the researcher chooses the pairwise correlation. In addition, another way of
detecting multicollinearity was the use of the Variance Inflation Factor (VIF),

which shows the extent to which an explanatory variable is explained by
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another explanatory variable within a model. However, as a general rule of
thumb, correlations greater than 0.7 and VIFs greater than 10 were deemed to
suffer from the problem of multicollinearity for which the current study did
employed the Variance Inflation Factor (VIF) to check the high correlation
among the explanatory variables. For the purposes of this study, the pair wise

to which one

by employing
earity and thus

e current study

a dataset.

is unequal

Ory va ssue of heteroscedasticity is said to
0 csce -Pagan Test for

on techniques have dealt

e findings from GMM outputs
even comes with values of robust F-statistics which means that the standard
least square of deviation has first stage information (Andrews, 2018). It is
assumed that the variance of error term is constant for all the explanatory

variables, and errors in prediction of the response variable are expected to be
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equal to 0 and constant. Therefore, if variance of errors depends on one or
more of the explanatory variables there is an issue of heteroscedasticity.
Data Processing and Analysis

The data for the study was analysed using Stata Econometric Statistical

Software 14 package. The study employed both descriptive and quantitative

ptive statistics.
the respective
yver, the study
ique to regress

obtain stort run

the first class of models sought to establish connection between cost control

(its dimensions) and growth of listed manufacturing firms in Ghana. The
second batch of models were developed to determine the connection between

pricing strategy and firm growth and finally the last models batch determined
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the role played by pricing strategy in the relationship between cost control and
growth of listed manufacturing firms in Ghana. The study mainly employed
the system dynamic Generalized Method of Moments (specifically the two-

step system GMM) technique for estimation of all the models as it known to

controls for the problem of endogeneity.
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CHAPTER FOUR
RESULTS AND DISCUSSION
Introduction
This chapter presents and discusses the results attained from the

analysis of the empirical study. The chapter first presents the test of

ontrol of the
presents the
y issues in the
on analysis to
m growth and
alions or i ’ research. The

ng third model by

growth as basis

Hy3: There is no statistically significant moderating effect of pricing strategy
on the relationship between cost control and growth of listed

manufacturing firms in Ghana.
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Descriptive Statistics

The descriptive statistics is presented in Table 2 on the sample of 12
manufacturing companies out of 16 manufacturing companies as a result of
unavailability of data and year listed of some of the firms. The manufacturing
firms sample list included in the study is illustrated in Appendix B. The
ure of average,
inimum value

S in addition.

Mean Standard Minimum Maximum Observations

94

107

107

107

120

106

107

Note: FG refers to Firm Growth Wh ea by change in total sales (ATS) and Return on Equity
(ROE), ACTC represents the Average Composite Cost measured as change in average composite cost,
AMC represents Material Cost Control measured as the changes in material cost. ALC refers to Labour
Cost Control measured as the change in labour cost. AFO also represent Factory Cost Control measured
as change in Factory Overhead. The three control variables including Profitability (ROA) measured as
return on assets, Firm Size (Fsize) measured as the natural log of total asset and Firm Age (Fage)
measured as firm age from year listed to the year of the study. The three Pricing Strategy dimensions
include Cost-based pricing Strategy (CBPS) measured as dummy, Competitive-based Pricing Strategy
(COMPPS) which is also dummy variable and Customer Value-based Pricing Strategy (CUSVBPS)
measured as dummy.

Source: Field data (2022)
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From the descriptive statistics, an average sales level change was as
low as 0.32 within the ranges of -0.957 and 8.484 and mean of 0.016 for ROE
within the limits of -4.123 to 2.302. Though, the observations from 12
manufacturing firms in Ghana recorded a mean of average composite cost

control (CTC) of 0.385 within the range of -0.669 and 9.688. This shows that

the limits of -
control in the
control, even the

ost control had

arious dimensions

The cost-based pricing strategy (CBPS) variable recorded an average
of 0.495 which is high as compared to competitive-based pricing strategy
(COMPPS) with the mean of 0.439, it quite moderate among the three pricing

strategy indicators whilst customer value-based pricing strategy (CUSVBPS)
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had the lowest average of 0.159 among the observation of 107 of 12 grouped
firms. These three-pricing strategy had ranges from 0 to 1 because they are all
dummy recorded variables. However, their variability from the mean is not
much as in the case of cost-based pricing strategy that recorded a deviation
from mean of 0.502 as the highest but variability from the mean for customer

0 the mean of

e range of 7 to
limits of 4.375
erage of 0.005

erage, the well-

square root of the partial n? divided by 1—the partial n? (Cohen, 1988). The
Table 3 helps in the comparison of the means of average composite cost
control of the various firms in the treatment to the means of 0.128, the control

setting (mean level).
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Table 3

Significant Difference in the Level of Average Composite Cost Control
Firm ID Mean Standard Deviation. Frequency

1 0.008 0.248 6

2 0.116 0.113 8

3 -0.133 0.477 6

4 0.147 0.297 9

5 0.098 0.316 9

6 0.094 0.570 9

7 0.195 0.326 9

9

7

8

6

9

> F = 0.08947138
> F =0.19190131
> F =0.08947138

avel of average
against the control

firm 1D in its

in the manufacturing
industry.

The Levene’s test centered at the mean recorded a significant p-value
of 0.0895 which maintains the null hypothesis. However, the study considers
the Levene’s test centered at the median to accurately determines the level of
significant difference and that reported on a p-value of 0.1919 which also

accepts the null hypothesis asserting that there is no statistically significant
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difference in the level of average cost (that is, the average of the composite

cost) of listed manufacturing firms in Ghana.

Table 4
Significant Difference in the Level of Material Cost Control
Firm ID Mean Standard Deviation Frequency
1 -0.008 0.502 6
2 0.104 0.116 8
- . o 6
9
9
9
9
9
7
6
6
9

> F = 0.00072562
> F = 0.00393748
> F =0.00072562

verifies whether or not there is significant difference in the material cost
control for the firms in the manufacturing industry. The Levene’s test centered
at the mean had significant p-value of 0.00072 which indicates that the null
hypothesis has been rejected. However, the nature of the data appears to be

asymmetric so the Levene’s test centered at the median is accurate in
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determining the level of statistically significant difference and that reported on
a p-value 0.00394 which also rejects the null hypothesis therefore supports the
alternative hypothesis that there is statistically significant difference in the

level of material cost control of listed manufacturing firms in Ghana.

Table 5

O OO OO WO WOWWo o™

Pr > F = 0.69490125
Pr>F =0.38445041

reported that in the midst of appropriate cost control practices, some firm
means are significantly higher whereas other firms also depict mean far below
the control setting. For instance, the mean is higher for firm ID (9) 1.332
compared to the control setting mean of 0.597, and this is true for all the firms

because of huge differences in their means but the Levene’s test diagnostics
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provides proof for whether or not there is statistically significant difference in
the labour cost control for the firms in the manufacturing industry. The
Levene’s test centered at the mean recorded a significant p-value of 0.3845
which support the maintenance of the null hypothesis. However, the study

considers the Levene’s test centered at the median to accurately determines the

0.6949 which
no statistically

cost) of listed

requency

12

"\, Total Cont - 0.878
l gnostics
vetie’s Test Cerlt df(11, 82 (0 0.05116954

’5}, e Contr 114 11, 89), \ProT - 017918099
_?% cntered a = 1.8990474 ﬂ’_ > F = 0.05116954
6\ 2022) : ' \‘

(Factory Overhead

Signifie ce in the Level o
Control) of list ufacturing | kT 3hana

Table 6 presents the significant differences in the mean control setting
of factory overhead cost control against the individual firms as illustrated with
the firm ID i.e., the ranking. It was reported that the standard deviation in the
factory overhead cost control among the firms presents differences in them,

that is, the standard deviation is higher for firm ID (3) 1.895 compared to
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control setting average deviation from the mean of 0.878. Considering the
control setting standard deviation, firm ID 3, firm ID 4, and firm ID 10 which
have the high deviations also report on huge differences across the mean and
these differences cut across all listed manufacturing firms in the industry but

the Levene’s test diagnostics verifies whether or not there is significant

manufacturing
ificant p-value
> study focused
179 which also
no significant

ost control) of

st control)

of three

Therefore, objective one provides the conclusion that the null hypothesis has
been maintained that there is no statistically significant difference in the level

of cost control of listed manufacturing firms in Ghana.
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Diagnostics Results on the Significance Difference in the Level of Cost
Control of Listed Manufacturing Firms in Ghana.

According to Conover, Johnson and Johnson (1981) where data
appears to be asymmetric data, the Levene’s test centered at median tends to

provide more accurate results due to irregularity or the noise in the data. They

an and median
e of the data of
at median with
al cost control
ontrol (0.1792)
cpiance : nt there is no

averagefcomposite cost

ontrol of listed

study based on the findings from Table 3 — Table 6 to states that there is no
statistically significant difference in the level of cost control among listed

manufacturing firms in Ghana.
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Correlation Matrix
To test for the presence of multicollinearity among the explanatory
variables which may affect the reliability of the results necessitated the matrix

of correlation which was determined by the pairwise correlation analysis.

From Table 7, the study adopted bench mark of 0.9 as the cut-off point

linearity issues
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Correlation Analysis

Table 7

Pairwise Correlations Matrix

Variables AInTS InROE InFA INTA InROA
AINTS 1.000

INROE 0.065 1.000

AInCTC 0.257* 0.210*

AlnMC 0.196 0.216*

AlnLC 0.155 0.033

InFO 0.035 0.256*

CBPS -0.019 -0.007

COMPPS 0.005 -0.024

CUSVBPS 0.026 -0.026

InNFA 0.012 -0.029 1.000

InTA 0.049 -0.037 -0.022 1.000

INROA 0.097 -0.037 0.026 1.000

Note: FG is Firm Growth variable, AInMC is
Cost Control variable: Profitability is represent
natural log of firm age. The three Pricing Stra

to Factory Cost Control. AInCTC is Composite
s respectively and InFA represents Firm Age, the
to represents significant level at 5%.

*** n<0.01, ** p<0.05, * p<0.1
Source: Field data (2022)
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Table 7 shows the pairwise correlation matrix for all the variables
employed in the empirical analysis. Certainly, the average composite cost
(AInCTC) presents a high correlation with each of the three cost control elements

and this is because the average composite cost control variable is a simple average

n the issue of
, 2015) and also

same model with

§0.861 and 0.574

strength and the

association between cost-based pricing strategy (CBPS), competitive-based
pricing strategy (COMPPS) and customer value-based pricing strategy

(CUSVBPS) and firm growth (AInTS) of -0.019, 0.005, and 0.026 respectively
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and negative association between these pricing strategies and firm growth
(INROE). Also, there is low association between firm size (InNTA) of 0.049,
profitability (INROA) of 0.097 and firm age (InFA) of 0.012 and firm growth

(AInTS) of manufacturing firms. Even though their strength in influencing firm

ssion analysis to
high correlation
the explanatory

derate correlation

COMPPS . .257
CUSVBPS 2.638 379
InFA 1.394 .718
InROA 1.251 799

Mean VIF 4.824

Source: Field data (2022)

73

Digitized by Sam Jonah Library



© University of Cape Coast https://ir.ucc.edu.gh/xmlui

From Table 8, there seems an issue of multicollinearity existing among
average composite cost and other explanatory variables because of the variance
inflation factor of 15.089 which is more than 10 by Cohen (1988). In the
correlation statistics, the correlation coefficient between average composite cost

int according to
posite cost was

es. Table 9 then

among average compost A other variables. However, upon the

elimination of the average composite cost control (INCTC), the Table 11 presents
VIF among the explanatory variables enables the mean VIF to be 2.29 instead of

average VIF of 4.531 in Table 10
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Table 10
Variance Inflation Factor (Return on Equity as a Proxy for Firm Growth)
VIF 1/VIF
AlnCTC 13.237 .076
AlnMC 7.490 134
AlnLC 2.421 413
AlnFO 2.721 .368
.198
254
317
.697

.753

multicollinearity by analysing each independent variable separately with the

dependent variable.
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Discussion of Regression Results

The estimation results from the system dynamic GMM estimations are
contained in Table 12 to 15, Table 8 and 9 contain the results for the effect of cost
control and its various dimensions (average composite cost control, material cost

rm growth (FG)

se variables were
result from the
re regressing as
gressors. Finally,
‘nsion of pricing

growth of listed

on Growth of

of pricing strategy on growth of listed manufacturing firms in Ghana. Tabie 15 to
20 presents the results for the interacting role played by pricing strategy on cost

control and growth of listed manufacturing firms in Ghana.
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Table 12
Cost Control and Firm Growth (Changes in Total Sales as proxy for Firm
Growth)
Model (1a) Model (1b) Model (1c) Model (1d)
AInTS AInTS AInTS AInTS
L.AInTS .38 T45%* -.608* 285
(-299) (:303) (.286) (.17)

- 488*
(.204)

904x*
(.086)
067
(112)

S1.734%x
(.42)

148.58***
0.036
0.237
0.360

0.117

Source: Field data (2022)

Table 13 depicts the effect of cost control (average composite cost and
dimensions of cost control) on growth of listed manufacturing firms in Ghana

(proxied by Return on Equity).
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Table 13
Cost Control and Firm Growth (Return on Equity as a proxy for Firm Growth)
Model (1i) Model (Lii) Model (Ziii) Model (Liv)
INROE INROE INROE INROE
L.InROE .078 224 1.352* 012
(:235) (:297) (.725) (.459)

AInCTC 404**

112
(11)
-.026
(.058)
-.025
(.049)
2.015
(1.377)

1431.68***
0.189
0.542
0.681

cost control, AInLC is lal d AInFO is factory overhead cost
ed as the natura 0 a A refers to firm age measured as

Standard errors are in pre
*kk p<.01’ **% p<.05, * p<l
Source: Field data (2022)
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Cost Control and Growth of Listed Manufacturing Firms in Ghana

Models in Table 12 show the results on the relationship between average
composite cost control, material cost control, labour cost control as well as factory
overhead control and firm growth of listed manufacturing firms in Ghana. The

erage composite

d manufacturing
entage change in
growth of listed
picts a negative

| growth with a

stic relationship betw ory overhead control and firm
growth and thus N 0 Blﬁi pothesis that states that there is no
statisticaily significant relationship between cost controi and growth of listed

manufacturing firms in Ghana. This indicates that as the greater cost is control on
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the average; it tends to boost sales revenue for growth as well as total cost

influences prices of commaodities, which is a major determinant of demand.
Further, model (1i) and (1iii) in Table 13 also presents the results on the

effects of the individuals’ dimensions of cost control on growth (proxied by return

and model (1iii)

rol, material cost
on firm growth.
ange in average
0 0.722% change

4 .
e average in the

significant negative effects on growth (proxied by changes in total saies) and

significant positive effects on growth (proxied by return on equity) of listed

manufacturing firms in Ghana. However, ceteris paribus, the constant term
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depicts significant negative effect on firm growth in almost all the models in
Table 12 and Table 13. This shows that when all other regressors are held

constant, the constant autonomous term would influence growth of manufacturing

firms in Ghana.

pirical study by

5t and wages and
y explained the
in material cost,
elationship with
i null hypothesis
ast control (and its

. The findings then

ts dimensions have

on equity in Tabie 13) but collaborate with the finding in Tabie 12, model (1b)
where there was an inverse relationship between material cost control and firm

growth (proxied by changes in total sales) with coefficient of -1.736.
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On the basis of the ongoing discussion, the study rejects the null
hypothesis that there is no statistically significant effect of cost control on growth
of listed manufacturing firms in Ghana for the study period under consideration

and asserts in conclusion that there is a statistical significant effect of cost control

separate effects

manufacturing

sales as a proxy
tability (INROA)
ontrol the models.
a proxy for firm

the estimations to

as indicatec (1¢) and model icant level, INROA had a

significant relation N G B Eﬁ? oefficient of 0.419 in model (1i).
These resuits are essential as a resuit of the connection between profitability and
growth of firms being it from both accounting perspective or finance perspective.

In the same way, throughout the models (1i) to model (1iv) in Table 13, only firm
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age (InFA) had insignificant effect on growth of listed manufacturing firms in
Ghana. In model (1ii), firm size depict a negative significant relationship with
firm growth at a coefficient of —0.042 which indicates that in the presence of

material cost control, where return on equity is the proxy for firm growth, a

growth of listed

W, it sometimes

dels in Table 12
ho opined that

4
ement used and

of Table 13

nd out that

ost control on growth of

The current study empioyed the two-step system dynamic GMM estimator
to determine the effect of cost control (and its dimensions) on firm growth. This is

because most studies such as Agyei, Isshag, Frimpong, Adam, Bossman and
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Asiamah (2021), Khan, Teng, Khan and Khan (2019) and Abeka (2018) preferred
the use of two system general method of moments estimator because it employs
optimal weighting matrices. For robustness and unbiased estimations parameters,

cross sectional dimension should be large. Thus, the current study used large cross

ns. According to
ortened and this
of instruments.

nsistency of the
restrictions and

pothesis should be

ance level, have all the p-
values of AR (2) Wl L.ij {,3 ﬁ lE‘ | ypothesis. This indicates that no
problem of autocorreiation exists in ail the modeis specified in Tabie 15 and 16.
Again, all the probability of Fisher statistics was significant at 1% in all the

models indicating that independent variables (cost control dimensions)
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individually have significant effect on the dependent variable.
The Moderating Effect of Pricing Strategy on Cost Control and Growth of
Listed Manufacturing Firms in Ghana

Tables 15 to 20 present the moderating role played by the indicators of

ial cost control,
growth of listed
as estimated, the
ator(s) and the

Khudhair et al.,
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Table 14

Pricing Strategy and Growth of Listed uity as proxies for Firm Growth)

Model (2a) Model (2ii)  Model (2iii)

AInTS INROE INROE
L. AInTS .357*
(.165)
L.InROE Q7*** 1.929***
(.291) (.492)
CBPS .166*
(.08)
COMPPS -.006
(.105)
CUSVBPS .356*
(.181)
INROA
InFA -.002 -.151
(.026) (.102)
InNTA -.001 2
(.04) (.125)
_cons .088 -4.056
(.936) (2.408)
Diagnostics
F- statistics 2869.47***  484.01***
AR (1) [p-value] 0.265 0.354
AR (2) [p-value] 0.363 0.473
Hansen OIR 0.346 0.987
DHT for Instrument
(@) GMM Inst levels
H excluding group 0.180 0.945
Diff (Null, H = exo) 0.432 0.961
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Model (2a) Model (2ii) Model (2iii)

AInTS INROE INROE
(b)IV (years, eq (diff) . (B1V (years, eq (d
H excluding group 0.419 H excluding g 1 0.471 0.990
Diff (Null, H = exo0) 0.481 ; ‘ 0.151 0.570
Sargan OIR 2.68 1.28 0.51
P (Sargan Chi2) 0.749 P (Sargan Chi2) ) 0.937 0.992
Number of groups 12 mber of group 12 12
Number of Insts 10 ' 10 10
Observations 82 | : 2 95 95
Note: Dependent variable (FG) is Firm Growth, proxied as changeg : , atural log of return on equity (INnROE), CBPS

refers to Cost-based Pricing Strategy, CO
profitability measured as natural logarithm o
the natural log of firm age from the year listec

alue-based Pricing Strategy. INROA is firm
asset and InFA refers to firm age measured as

Standard errors are in parentheses
*** p<.01, ** p<.05, * p<.1
Source: Field data (2022)
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Model 2(a) presents the results on the relationship between cost-based
pricing strategy and growth of listed manufacturing firms in Ghana. The
results in model 2(a) from Table 14 indicates that at 10% significant level,
cost-based pricing strategy had a positive significant relationship with firm

growth of listed manufacturing firms in Ghana by illustrating coefficient of

Smith (1776).
d can influence
the cost-based
s at most times
e manufacturer

ows details of

ompetitive-based
agy respectively on
are i iti hat even if

gies of pri _ weak in

growth influence current year’s growth.

Considering return on equity as a proxy for firm growth, model (2iii) is
the only model that revealed a significant effect of pricing strategy (customer

value-based) on growth of listed manufacturing firms in Ghana. That is, at
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10% significant level customer value-based pricing strategy had significant
positive relation with growth of listed manufacturing firms in Ghana with a
coefficient of 0.356. This finding also support the economic theory which

asserts that the forces of demand of customers and supply influence profitable

growth.

al study by De

high level had
lables such as
h of listed
odel 2a —2¢) in

ificant in all the

and Firm

h otal Sales as a prox

L g
' Aln AINTS
e 414 -1.43%**
- \ (.369)
-2.116%** i
W.494)
AInLC -1.648***
(.421)
AInFO -.347
(.296)
CBPS -.238 -.495 376 1.297
(:313) (.676) (.558) (1.522)
AINCTC*CBPS 3.507*
(1.783)
AINMC*CBPS 2.202**
(:84)
AINLC*CBPS 2.166*
(1.148)
AINFO*CBPS 275
(.294)
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Model (32)  Model (3b)  Model (3c)  Model (3d)

AInTS AInTS AInTS AInTS
INROA .336%** -.317 .621** 6.092
(.09) (.219) (.227) (3.534)
InFA .08 .286 -.147 -2.443
(.188) (.37) (.365) (1.905)
_cons -.619 .079 -.674 -3.871
(.695) (2.077) (.814) (7.824)
Diagnostics
F- statistics 71.56%** 16.65*** 107.52%** 9.20***

0.061
0.124
0.603

0.431
0.679
0.67
0.881
12
10
81

(AInTS), AInCTC is
average Cco 3 L cost control, AInFO is
actory overh 0 d i . AInCTC*CBPS is the
Jteraction gost=wbased pricing strategy
based pricing strategy,

relationship between each dimension of cost control and growth (proxied as
changes in total sales) of listed manufacturing firms in Ghana. Three models
in Table 15 comprising of model (3a) to (3c) illustrated significant interacting
role played by cost-based pricing strategy in the relationship between average

composite cost control, material cost control, labour cost control and growth
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(proxied by changes in total sales) of listed manufacturing firms in Ghana.
Model (3a) in Table 15 reports interaction coefficient of 3.507 at

significant level of 10%. The introduction of the interaction term causes

average composite cost control to attain coefficient of -2.116 as compared to

the coefficient in model (1a) of -1.885. However, the coefficient of average

model (3a) of

el (1a) in Table
> real nature of

total sales) of

based pricing strategy causes material cost control to report a coefficient of -
1.924 as illustrated in model (3b) as compared to the coefficient of -1.736 in
model 1(a). The interaction term between material cost control and cost-based

pricing strategy had a direct coefficient of 2.202 at 5% significant level. This
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finding illustrates that cost-based pricing strategy complement material cost
control to influence firm growth in an appropriate direction i.e., an inverse
relationship.

However, results from model (3d) presents the interaction role of

factory overhead control and cost-based pricing strategy which was

t-based pricing
to the average
. Labour cost
pnship between
ent of 2.166 at
‘average labour

acturing firms in

Ambarriani (2019) study

ence firm growth even with the
interaction of other variables. The introduction of the moderating role of
factory cost control and cost-based pricing strategy causes factory cost control
to achieve an insignificant coefficient of -0.347 as compared to significant

coefficient of -0.488 in model (1d). The presence of the interaction term
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explains the cost structure of a firm where overhead cost do not directly affect
the level of output thus such costs are taken care of in its entirety.
Table 16

Moderating Effect of Cost-based Pricing Strategy on Cost Control and Firm
Growth (Return on Equity as a proxy for Firm Growth)

Model (3i) Model (3ii) Model (3iii) Model (3iv)
INROE INROE INROE INROE

-.998**
(.392)

Sargan OIR

P (Sargan Chi2) 0.978 0.896
Number of groups 12 12
Number of Instruments 10 10 10 10
Observations 95 93 91 94

Note: Dependent variable (FG) is Firm Growth proxied by Return on Equity (InROE),
AInCTC is average composite cost control, AInNMC is material cost control, AInLC is labour
cost control, AlnFO is factory overhead control and CBPS refers to Cost-based Pricing
Strategy. AInCTC*CBPS is the interaction variable between average composite cost control
and cost-based pricing strategy AInMC*CBPS is the interaction variable between material cost
control and cost-based pricing strategy, AInLC*CBPS is the interaction variable between
labour cost control and cost-based pricing strategy. AlInFO*CBPS is the interaction variable
between factory cost control and cost-based pricing strategy. InTA is firm size measured as
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the natural log of total asset and InFA refers to firm age measured as the natural log of firm
age from the year listed to the year of the study.

Standard errors are in parentheses
*** n< 01, ** p<.05, * p<.1
Source: Field data (2022)

Results from model (3i) to model (3iv) in Table 16 present the

interaction role of cost control dimensions and cost-based pricing strategy on

manufacturing
bles throughout
| cost control,
ant coefficients
les in Table 15
s implies return

e interaction of

the Ghana Stock Exchange.
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Table 17

Moderating Role of Competitive-based Pricing Strategy on Cost Control and
Firm Growth (Changes in Total Sales as a proxy for Firm Growth)

Model (4a) Model (4b) Model (4c) Model (4d)

AINTS AINTS AINTS AINTS
L. AInTS .018 159 -.803* -.314
(.217) (.131) (:39) (.285)
AINCTC 1.005***
(.272)

-173

(.448)
603

(1.833)

P (Sargan Chi2)

Number of groups 12 12
Number of Instru 10 10
Observations 82 8l 78 8l

Note: Dependent variable (FG) is Firm Growth proxied by Changes in Total Sales(AInTS),
AlnCTC*COMPPS s the interaction variable between average composite cost control and competitive-
based pricing strategy AInMC*COMPPS is the interaction variable between material cost control and
competitive- based pricing strategy, AInLC*COMPPS is the interaction variable between labour cost
control and competitive-based pricing strategy. AInFO*COMPPS is the interaction variable between
factory cost control and competitive-based pricing strategy.

Standard errors are in parentheses
**% n< 01, ** p<.05, * p<.1
Source: Field data (2022)
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Table 17 shows the moderating effect of competitive-based pricing
strategy in the relationship between average composite cost and the separate

dimensions of cost control on growth of listed manufacturing firms in Ghana.

Model (4a), model (4c) and model 4(d) are the models of Table 17 which

)ur cost control
uring firms in
the interacting
pnship between
n Ghana.

st control and

d difference of only -0.003. This explains
that material cost control has an inverse effect on firm growth but this cannot
be achieved in isolation unless appropriate pricing strategy as cost-based
pricing strategy is adopted in place.

Model 4a, 4c and 4d in Table 17 report interaction coefficient of -
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1.469, 0.869 and 0.255 respectively even though insignificant, the introduction
of the interaction term causes average composite cost control and material cost
control to attain significant coefficient of 1.005 and 0.354 at 1% significant
level respectively. This implies that the interaction variable demonstrates the
real nature of average composite cost control instead of competitive-based
na. Thus, even

g firm growth

trol influences
~ control have

'be achieved in

% : o ;
t ) ,. ith g iables to

e firm gre

the moderating role of material cost control and competitive-based pricing
strategy causes material cost control to achieve an significant coefficient of

0.364 at 1% significant level as compared to -1.736 in model (1b).
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Table 18

Moderating Role of Competitive-based Pricing Strategy Cost Control and
Firm Growth (Return on Equity as a proxy for Firm Growth)

Model (4i)  Model (4ii)  Model (4iii)  Model (4iv)

INRROE INnROE INRROE INnROE
L.INRROE 045 309 1558 -709
(.691) (417) (1.178) (1.375)
AInCTC .902%

Return on Equity. InTA is firm size
measured as the natural ers to firm age measured as the natural log of firm
age from the year listed to the year of the study. AInCTC*COMPPS is the interaction variable between
average composite cost control and competitive-based pricing strategy AInMC*COMPPS is the
interaction variable between material cost control and competitive-based pricing strategy,
AInLC*COMPPS is the interaction variable between labour cost control and competitive-based pricing
strategy. AlnFO*COMPPS is the interaction variable between factory cost control and competitive-based
pricing strategy

Standard errors are in parentheses

KKk p<_01’ *% p<105’ * p<.
Source: Field data (2022)
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Table 18 shows the moderating effect of competitive-based pricing
strategy in the relationship between separate dimensions of cost control on
growth of listed manufacturing firms in Ghana. Results from model (4i) to
model (4iv) in Table 18 present the interaction role of cost control dimensions

and competitive-based pricing strategy on cost control and growth (proxied by

introduction of
age composite
ory overhead to
cients from the
ing strategy in

proxy for firm

the Ghana Stock Exchange.

The results are contradict empirical study by De Toni et al. (2017) who
found out that high level pricing complements pricing strategy to influence

corporate competitive pricing strategy and firm profitability. Sunarni and
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Ambarriani (2019) also asserted that pricing strategy also interacts with other
variables to influence firm growth The introduction of the moderating role of
factory cost control and competitive-based pricing strategy causes cost control

dimensions to achieve an insignificant coefficients.

Table 19

Model (5d)
AInTS

381%*
(.162)

Diagnostics _
F- statistics : g~ 365.18*** 201.18***

AR (1) [p-value] 0.088 0.105 0.108 0.026
AR (2) [p-value] 0.479 0.365 0.794 0.645
Hansen OIR 0.519 0.673 0.247 0.227

DHT for Instrument
(&) GMM Inst levels

H excluding group 0.923 0.463 0.744 0.134

Diff (Null, H = exo0) 0.147 0.955 0.060 0.566

Sargan OIR 0.32 0.40 1.97 2.65

P (Sargan Chi2) 0.957 0.941 0.578 0.449
100
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Model (5a) Model (5b) Model (5c) Model (5d)

AInTS AlnTS AInTS AlnTS
Number of groups 12 12 12 12
Number of Instruments 10 10 10 10
Observations 82 81 78 81

Note: Dependent variable (FG) is Firm Growth proxied by Changes in Total Sales, AInCTC is average
composite cost control, AInMC is material cost control, AInLC is labour cost control, AInFO is factory
overhead cost control and CUSVBPS refers to Customer value-based Pricing Strategy. INnROA is the
natural logarithm of return on asset and InFA refers to firm age measured as the natural log of firm age
from the year listed to the year of the study. AmCTC*CUSVBPS is the interaction variable between
average composite cost control and customer value-based pricing strategy AInMC*CUSVBPS is the
pricing strategy,
omer value-based
cost control and

-based pricing
cost control on
acturing firms in
which indicate
strategy in the
ions of cost

dels in

the models in Table 19.
Below is Table 20 that depicts the interaction role of customer value-

based pricing strategy on cost control and growth (proxied by return on

equity).
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Table 20

Moderating Effect of Customer Value-based Pricing Strategy on Cost Control
and Firm Growth (Return on Equity as a proxy for Firm Growth)

Model (5i)  Model (5ii)  Model (5iii) _ Model (5iv)

INROE INROE INROE INROE
L.InNROE 275 .021 1.119 -1.185
(.372) (.506) (.875) (2.066)
AInCTC 439*
(.225)

AlnMC 243**

836
(1.04)
1.017
(1.917)

/ Return on Equity, AInCTC is average
is labour cost control, AInFO is factory

measured as the natural log of total asset and InFA refers to firm age measured as the natural log of firm
age from the year listed to the year of the study. AinCTC*CUSVBPS is the interaction variabie between
average composite cost control and customer value-based pricing strategy AInMC*CUSVBPS is the
interaction variable between material cost control and customer value-based pricing strategy,
AInLC*CUSVBPS is the interaction variable between labour cost control and customer value-based
pricing strategy. AINFO*CUSVBPS is the interaction variable between factory cost control and customer
value-based pricing strategy

Standard errors are in parentheses
*** p<.01, ** p<.05, * p<.1
Source: Field data (2022)
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Table 19 and 20 show the moderating effect of customer value-based
pricing strategy on cost control dimensions and growth of listed manufacturing
firms in Ghana. Model (5a) to model 5(d) models of Table 19 which indicate
the interaction effect of customer value-based pricing strategy in the

relationship between each dimension of cost control and growth of listed

2 19 to the last
ayed-b er value-based
ost control and

turing firms in
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Diagnostics tests on the models assessing the moderating role of pricing
strategy in the relation between cost control and growth of listed
manufacturing firms in Ghana

For all the models in Table 15 to Table 20, at 5 % significance level

have their p-values of AR (1) revealed the acceptance of the null hypothesis

othesis Is being
the models. In
ing restriction
olies that all the
r, the p-values

statistics showedsacee s in model (5a)

S are exogenous

Confirmation

Hy1: There is Accepted
level of cost @

Ghana.

Hy2: There is no statistically significant effect of cost Rejected
control on growth of listed manufacturing firms in Ghana.

H,3: There is no statistically significant moderating role Rejected

of pricing strategy in the relationship between cost control
and growth of listed manufacturing firms in Ghana.

Source: Field data (2022)
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Table 21 presents the summary of the findings on the hypothesis in line
with the objectives of the study. As the study based on the null hypothesis, the
first objective focused on the significant p-value for average composite cost,
labour cost control and factory overhead cost control which maintained the

acceptance of the null hypothesis that there is no statistical significant

al cost control
based on the

tory overhead

composite cost

found to have

control, material cost control and labour cost control on firm growth of listed
manufacturing firms (proxied by changes in total sales). Return on equity as a
proxy for firm growth also had the interaction of cost-based pricing strategy

on cost control and firm growth to be statistically positive.
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Assembling Effect in all the Models

The Generalised Method of Moments (GMM) considers the lagged
form of the response variable and thus the lagged form of the response
variable (firm growth) was included in all the models to allow for the

fractional change of firm growth to its long-term symmetry effect. This is

of firm growth
all the models
significant and
ble 15 to Table
antly negative.
that growth of

0 not contribute

The sensitive test of analysis offers empirical view of the adequacy and

strength of the main models assessed in the study. The sensitivity analysis
employed played special role in the moderating effect between the relationship

of cost control and growth of listed manufacturing firms in Ghana which is the
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main purpose of this study. The study employed changes in sales revenue, that
is, the change in the natural logarithm of total sales and return on equity as
proxies for firm growth.

Chapter Summary

The chapter presented on the descriptive statistics, test of significant

irms in Ghana
composite cost
I, which states
of cost control
of statistically
for the level of
pothesis is that

T cost control of

strategy is required to enhance cost control to influence firm growth.
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CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
Introduction
The study sought to examine the moderating effect of pricing strategy

on cost control and growth of listed manufacturing firms in Ghana. In

oment (GMM)
of cost control
the growth of

[ pricing strategy

owth of listed

played by efficient cost
control and effee N@ E'I"; eh determined how appropriate
pricing strategy can influence the connection between cost control and growth
of listed manufacturing firms in Ghana. This is because the higher levels of

cost control in all dimensions in the manufacturing firms in Ghana do not

108

Digitized by Sam Jonah Library



© University of Cape Coast https:/ir.ucc.edu.gh/xmlui

contribute much to the level of growth in the manufacturing sector as a result
of weak pricing strategy adopted by these manufacturing firms in Ghana.

The reviewed literature provided backup theories as well as empirical
studies on the relations among cost control and firm growth, pricing strategy

in the context of manufacturing firms and other corporate entities. Precisely,

eory were used
ency of results
manufacturing
pricing strategy
research. This
st control in its

ound the interag

manufacturing

dimensions) on growth of listed manufacturing firm in Ghana. The second

model established the connection between pricing strategy and growth of
listed manufacturing firm in Ghana and finally the third models determined

the interacting role of pricing strategy in the connection between cost control
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and growth of listed manufacturing firms in Ghana. The study employed the
two-step system dynamic Generalized Method of Moments (GMM) estimation
technique to estimate all the models.

Findings

Using the two-step system general method of moments (GMM)

ts of the study
A number of

olved from the

ance of the null

in the level of

Cost Control and Growth of Manufacturing Firms Listed in Ghana

From the results on the second objective; there is strong evidence that
cost control had a significant effect on growth of manufacturing firms listed on

the Ghana Stock Exchange. Here, the empirical analysis revealed significant
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negative relationship between cost control and firm growth (proxied as
changes in total sales) and significant positive relation between cost control
firm growth (proxied as return on equity). This implies that encouraging
manufacturing firms in Ghana to control direct material cost, labour cost and

direct factory overhead yields firm growth. Also, for the study to ensure

e presence of
objective three
e outcome on
xchange. This

sary for growth

control, material cost control and labour cost control with competitive-based
pricing strategy and value-based pricing strategy were found to be mostly
insignificant. This means that precisely, competitive-based pricing and

customer value-based pricing strategy do not strengthens the connection
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between cost control and growth of listed manufacturing firms in Ghana
especially when return on equity was a proxy for firm growth. However,
competitive-based pricing interaction with material cost influence firm growth
(proxied as changes in total sales), the interaction of cost control dimensions

with all indicators of pricing strategy to influence firm growth (proxied as

Dricing strategy
ana. Using the
over the panel

pi 2012 to 20

e presented in

accordanCe™e : significant and

control.™¥

cost control. The , 1R thus: ains the null hypothesis which
asserts that there is no statistically significant difference in the level of cost
control of listed manufacturing firms in Ghana. The first objective has to
conclude that cost control of the various cost dimensions’ level of the listed

manufacturing firms over the years of the study has been very good since they
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were meeting the control setting average thus costs need to be controlled
continuously with appropriate policies, methods and strategies.

Based on the findings of the second objective, cost control on the
average as well as it dimensions (material cost control, labour cost control and

factory cost control) has statistically significant influence on growth of listed

conclusion that
ns are required

a because cost

petitive-based

enhance the relation between of cost control and growth (proxied by changes

in total sales) of listed manufacturing firms in Ghana.
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Recommendations
In relation to the findings of the study, the following recommendations
were drawn:
1. In relation to the first objective, it is recommended that manufacturing

firms should continue to enforce measures such as budgeting and

etc. to control

ontrol settings

local manufacturing firms being private or public to be more independent in
formulating quality policies to temper interest group activities. Also, as an
extra benefit, the improvements in pricing strategy on their own yields positive

impact on growth of manufacturing firms in Ghana especially the cost-based
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pricing strategy in accordance with the Table 14 sensitivity regression for
objective three estimations.
Suggestions for Further Research

Firstly, future research can extend this current research by determining

the moderating effect of pricing strategy in the connection between cost

turing firms in

ntrol indicators

and firm growth in agricultural, mining, and construction industries in Ghana.
There might be inconsistency due to different level of industry demands,

competition and concentration.
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APPENDICES
APPENDIX A

Classification of Pricing Methods in the 3 Main Pricing Strategies

Cost-based pricing strategy Competitive-based pricing  Consumer value-based
strategy pricing strategy
1. Cost —plus pricing 1. Penetration pricing 1. Bundling low pricing

nce-curve pricing
2 mentary pricing

pricing

Year
listed

1991
1991

1991

50, O11"Pa 2002
tatle

Camelot IGts,.” 2004
1991
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