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institutional constraints limiting non-traditional export growth.
TIP conditionality will assist the Government of Ghana (GOG) to
focus on critical policy constraints limiting the enabling
environment for non-traditional export expansion. The dollars
from the cash grant will be disbursed over five tranches.
Conditionality is as follows:

Tranche 1. Prior to disbursement of $5.0 million under the first
tranche of program funds the GOG will submit to AID, in form and
substance satisfactory to AID;

1) Specimen signatures of the responsible officers for TIP
on behalf of the Ministry of Finance and Economic Planning
(MFEP) and the Ministry of Trade and Tourism (MOTT); and the
name of the banks and numbers of the bank accounts to be
used to transfer US dollars during implementation.

2) Evidence that the Trade and Investment Management Unit
(TIMU) and the Trade and Investment Management Office (TIMO)
have been established along with an action plan and budget
for 1993.

3) Evidence that the Trade Policy Unit (TPU) of the
Ministry of Trade and Tourism has been established, along
with an action plan and budget for 1993.

4) Evidence that the Foreign Investment Advisory Service
(FIAS) has been requested to assist Ghana in developing an
Investment Promotion Statement (IPS).

5) Evidence that exporters are allowed to sell foreign
exchange at the highest legal exchange rate.

6) Evidence that a Board of Directors has been appointed
for the Ghana Export Promotion Council (GEPC), with adequate
private sector representation and that the Board has been
given the mandate to develop a Strategic Plan for the
Council.

7) Evidence that the GOG has established and funded an
environmental monitoring plan to monitor the possible impact
of program activities on the environment. '

Tranche 2. Prior to Disbursement of $13.0 million under the
second tranche of program funds, the GOG will submit to AID, in
form and substance satisfactory to AID:

1) Evidence that regulations for a streamlined duty and tax
relief system for imported inputs used by direct and
indirect exporters have been issued.’



-3 -

2) Evidence that the GOG has published i) a handbook of
gazetted import and export procedures; ii) exchange control
regulations; and iii) foreign collaboration procedures.

3) Evidence that the requirement making first time
exporters pre-pay their foreign exchange surrender
requirements have been eliminated.

4) Evidence that all minimum price guidelines for foreign
exchange retention have been eliminated

5) The Ghana Export Promotion Council requirement for
Internal Revenue Service Certificate, as a prerequisite as
an exporter is eliminated.

6) Evidence that income tax benefits have been extended to
export marketing firms, as well as producers.

7) A Strategic Plan to streamline export processing and
export clearance documentation

8) An action plan and budget for TIMO for 1994 and
disbursement data for 1993.

9) An action plan and budget for the TPU for 1994 and
disbursement data for 1993

10) An approved Strategic Plan for GEPC along with an
action plan and budget for 1994.

11) Evidence that the Investment Promotion Statement (IPS)
is being developed.

12) Evidence that the Investment Code has been changed to
reflect the elimination of most fiscal incentives (will
become transparent as a part of tax code); remove neell for
GIC approval; and recommendations of the Private Sector
Advisory Group (PSAG).

13) Evidence that the Bank of Ghana has established an
Export Credit Guarantee Fund, (ECGF) administered through
the private sector.

14) Evidence that the environmental monitoring plan is
being implemented.

' At the present time, this is planned as an activity of the

World Bank. However, if the World Bank does not implement this
component, USAID/Ghana will do so with available Africa Econonic

Policy Reform Program (AEPRP) funds.
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15) Evidence that the following recommendations of the
Private Sector Advisory Group (PSAG) regarding investment
have been approved:

i) The negative list that reserves areas for domestic
investment be reduced to four.

ii) The minimum foreign capital requirement for a
joint venture with a Ghanaian partner be reduced to
$10,000.

iii) The minimum capital requirements for investment in
export trading be waived.

iv) The registration of firms be simplified by the
adaption of a new and single form, the GH/92/01 and
registration is through the Registrar General's
Department. The manufacturing license will be
abolished and the Manufacturers Industry Act of 1971
(Act 356) repealed so that no registration and approval
from GIC will be required.

Tranche 3. Prior to disbursement of $17.0 million under the
third tranche of program funds, the GOG will submit to AID, in
form and substance satisfactory to AID:

1) Evidence that the ECGF is being implemented.

2) An action plan and budget for 1995 for TIMO along with
disbursement figures for 1994.

3) An action plan and budget for 1995 for TPU along with
disbursement figures for 1994.

4) An action plan and budget for 1995 for GEPC along with
disbursement figures for 1994.

5) Evidence that the GOG has approved a FIAS approved IPS
along with an action plan and budget for 1995 to implement
the strateqgy.

6) Evidence that the streamlined system of duty and tax
relief for exporters is being implemented.

7) Evidence that the strategic plan to streamline export
processing and documentation requirements is being
implemented.

8) Evidence that the GOG has initiated a review of
commercial codes, business regulations, lending instruments
and legal and commercial documentation in the context of
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international conventions and standards and disclosure of
financial data.

9) Evidence that the environmental monitoring plan is being
implemented.

Tranche 4. Prior to disbursement of $13.0 million under the
fourth tranche of program funds, the GOG will submit to AID, in
form and substance acceptable to AID:

1) An action plan and budget for 1996 for TIMO along with
disbursement data for 1995.

2) An action plan and budget for TPU for 1996 along with
disbursement data for 1995.

3) An action plan and budget for GEPC for 1996 along with
disbursement data for 1995.

4) An action plan and budget for implementing the IPS for
1996 along with disbursement data for 1995.

5) Evidence that the streamlined system of duty and tax
relief for exporters is being implemented.

6) Evidence that the strategic plan to streamline export
processing and documentation requirements is being
implemented.

7) Evidence that the ECGF is being implemented.

8) Evidence that the GOG has begun implementation of the
findings of the review of commercial codes,business
regulations, lending instruments and legal and commercial
documentation.

9) Evidence that the environmental monitoring plan is being
implemented.

Tranche 5. Prior to disbursement of $12.0 million under the
fifth tranche of program funds, the GOG will submit to AID in
form and substance satisfactory to AID:

1) An action plan and budget for TIMO for 1997, along with
disbursement figures for 1996.

2) An action plan and budget for TPU for 1997, along with
disbursement figures for 1996.

3) An action plan and budget for 1997 for GEPC, along with
disbursement figures for 1996.
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4) An action plan and budget for implementing the IPS.
5) Evidence that the ECGF is being implemented.

6) Evidence that the streamlined system of duty and tax
relief for exporters is being implemented.

7) Evidence that the strategic plan to streamline export
processing and documentation requirements is being
implemented.

8) Evidence that the environmental monitoring plan is being
implemented.
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1
1.0 EXECUTIVE SUMMARY AND DESCRIPTION

1.1 Summary Description: The Ghana Trade and Investment Program
(TIP) is a five year, $80.0 million initiative whose goal is to
increase sustained per capita GDP. The purpose of TIP is to
increase private sector non-traditional exports. The program's
EOPS is (a) an increase in the nominal value of NTE's by new and
pre-existing firms from $62 million in 1991 to $250 million by
the end of TIP; (b) an increase in the number of firms
participating directly or indirectly in NTE's by 1,500 from the
1991 total of 2,822; (c) an increase in real per capita income of
men and women engaged directly or indirectly in NTE's of 5
percent per year by the end of TIP, compared to a 2 percent
increase in the economy as a whole; and (d) at least 60,000 new
fulltime NTE related employment opportunities created for men and
women by the end of the program.

TIP proposes a $60.0 million cash grant that will address the
principal constraints in the enabling environment to export
production and investment. $50.0 million is scheduled from the
Mission's Operational Year Budget and an additional $10.0 million
is requested from the Africa Economic Policy Reform Program. TIP
also includes a $20.0 million project component to strengthen the
principal public sector institutions involved in investment and
export promotion, for support to private sector associations and
firms to improve their capacity to export and to obtain export
financing. Funding is also provided for program management and
support.

Upon the GOG successfully meeting the conditionality under the
cash grant, dollar disbursements will be made to a GOG account in
the U.S. At this point, AID tracking of the funds will cease.
The GOG has demonstrated a suitable capacity for programming and
has developed an acceptable, transparent accounting system.

USAID is satisfied that the dollars will be used for two
legitimate purposes; either augmenting the foreign exchange
reserves of the GOG, or sold to commercial banks through the Bank
of Ghana's interbank market.

The Government of Ghana will contribute the cedi equivalent of
$40.0 million through the General Budget. The GOG contribution
will support the cost of implementing reforms resulting from the
policy measures enacted, as well as include budgeting support for
proper environmental monitoring. The private sector associations
and firms will contribute the cedi equivalent of $600,000 which
will go toward sharing the cost of technical assistance and
training provided through TIP, as well as the land and building
and operational costs for the proposed Accra Private Sector
Center.

TIP responds to dual challenges facing the Ghana economy; i.e.,
the need to both increase and diversify export growth. Ghana's
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export growth has not kept pace with the rest of the economy,
with the result that in 1991, after deducting 25 percent of Ghana
exports to cover debt servicing, Ghana's export earnings only
covered 56 percent of Ghana's import bill. While donor resource
flows and remittances from Ghanaians abroad have made up the
difference, Ghana's long-term economic health depends upon a
significant increase in Ghana's exports. Current traditional
exports (cocoa, gold, timber and electricity) which provide 87.5
percent of Ghana's export earnings, will not be capable of
providing the export growth needed to meet Ghana's growth needs
and reduce its dependency on donor resource flows. Therefore,
Ghana needs to look to the non-traditional export sector which
has begun to respond to the positive macroeconomic environment
created by the Economic Recovery Program, initiated by the GOG in
1983, Since 1983, non-traditional exports have increased from
$1.0 million to $62.0 million in 1991. A number of new products
are being exported and overall, the prospects for sustained
growth in non-traditional exports appear to be good if the
constraints can be eliminated.

There are a number of constraints affecting the general economy,
which are being addressed by the GOG in cooperation with various
donor groups. The three constraints (identified as a result of -
extensive pre-project analysis) having the greatest restraining
impact on non-traditional export growth are: (1) the enabling
environment; (2) the present production and marketing capacity
and capability of existing and/or potential export firms; and (3)
the limited financing available to exporters.

In the case of the enabling environment, the issues of the legal
framework, transparency and the trade regime have a negative
impact on the interest of firms to invest into or expand
investment for export production. Likewise, the documentation
requirements frustrate exporters and raise their costs. The
weaknesses of public sector export and investment promotion
agencies have also acted as a brake on the expansion of export
trade and investment.

Resolving the issues of the enabling environment will not be
sufficient to get exports moving; the present capacity and
capability of exporters limits their ability to rapidly increase
production. Lack of market information is compounded by
management, production and financial access problems. These
issues must be addressed simultaneously with the enabling
environment. The restraints imposed by underdeveloped financing
systems are particularly severe for non-traditional exporters.
Establishing export credit guarantee, and export refinancing
facilities, as well as export insurance programs are essential
incentives to encouraging banks to actively marketing export
financing loans to non-traditional exporters.

The above three issues, enabling environment, private sector
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capacity and export financing are the subjects of two separate
but parallel export promotion projects. The USAID/Ghana TIP
program proposed herewith, will address the issues of enabling
environment and private sector capacity, while the World Bank is
designing a project to address the export financing issues. The
GOG, the World Bank and USAID/Ghana, are agreed that the private
sector must become the engine of growth for the economy through
export expansion if Ghana is to continue to grow and develop.
TIP supports the development of private sector-led export growth
and complements other donor activities in infrastructure
development, the two World Bank financial sector adjustment
credits, the third World Bank Structural Adjustment Credit (SAC
III) and the upcoming World Bank export credit.

The TIP cash grant will be implemented in five tranches and will
leverage conditionality in the following key areas:

1) Improving the policy framework through an improved and
transparent legal and regulatory environment and trade
and duty relief regimes.

2) Reducing Ghanaian exporters regulatory and
administrative transactions costs through the
elimination of outdated requirements and the
streamlining of export processing and clearance
documentation.

3) Improving GOG public sector export support services.

The project component will provide technical assistance and
training amounting to $11.2 million which will be provided to the
private sector non-traditional exporters directly and through
private sector trade or product group associations, to: identify
promising export markets; produce internationally competitive
products; promote and sell products in established and new
markets; obtain information on changing markets; and expand
export production. Included within the private sector component
will be the financing of a Private Enterprise Foundation that
will oversee the provision of technical assistance and training
to the private sector and will manage the Accra Private Sector
Center, a facility for providing firm-level advisory and training
services in any number of directly related business management,
financing, sales and commercial areas that impact on exports.
Four hundred Ghanaian businesses will successfully conduct non-
traditional export transactions involving sales, financing or
sourcing through TIP assisted trade and/or professional
associations. Moreover, the TIP will fund the establishment of
an Accra Office of the African Project Development Facility,
ultimately to be located in the Accra Private Sector Center. The
APDF will in turn be committed to the development of 8-10
bankable private sector projects a year, at least half in the

export sector.
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In addition to support to the private sector, TIP will also
provide $6.2 million for technical assistance and training to
selected export-related GOG agencies especially the Trade and
Investment Management Office (TIMO) and the Trade Policy Unit
(TPU) of the Ministry of Trade and Tourism. This assistance to
TIMO and TPU is to strengthen the GOG's efforts to improve the
export environment, enhance dialogue with the private sector and
expand non-traditional exports. Assistance is also planned for
the Ghana Export Promotion Council and the Ghana Investments
Center. Assistance to these two units will be conditioned upon
agreement on a strategic focus for each organization which will
transform them from public sector entities to quasi-governmental
organizations. Assistance is also planned for the Customs Excise
and Preventive Service to assist it in establishing and
implementing a comprehensive duty relief program to facilitate
the importation by Ghanaian exporters of raw materials used in
the production of export goods.

Finally, the project will provide $2.6 million in program
management and support funding. This will provide for the
services of a USPSC to assist in the management of TIP, as well
as for vital support requirements in terms of impact and
environmental monitoring and evaluation, financial assessments,
reviews and audits and for contractor support through the Mission
Field Support Unit.

1.2 Response to PAIP Guidance and Project Changes: The TIP PAIP
review was held in Washington March 17, 1992. USAID/Ghana has

taken into account the guidance from AID/W in the PAIP Approval
Cable when drafting the TIP PAAD. Since the PAIP was written,
several components have been modified due to action by the GOG
and other donors, as well as revised assessments of TIP
priorities by the Mission.

To provide an overarching framework that more closely relates TIP
reforms and activities to the constraints, the Mission and
representatives from the Africa Bureau developed a detailed
policy matrix for the program. Likewise the Mission in
collaboration with Bureau staff, conducted a detailed cost-
benefit analysis whose resulting rates of return of 25 and 31.9
percent provide clear evidence that the returns to the TIP
investment are more than adequate.

Shortly after the PAIP review, the World Bank indicated an
interest in becoming involved in the export sector. USAID/Ghana
and AID/W staff met with the Bank to discuss how we might
collaborate effectively in the trade and investment area. As a
result of those discussions USAID, agreed to focus its efforts on
addressing the enabling environment and private sector capacity
issues while the World Bank would focus on the issues of
developing export financing institutions and instruments. This
division of labor helps to ensure that all of the trade and
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investment constraints would be dealt with at the necessary level
of detail. At the same time the addition of World Bank resources
will allow USAID/Ghana to concentrate its resources on a more
restricted set of issues. The joint collaboration on
conditionality by AID and the Bank helps to coordinate our
efforts and ensure that we are not sending conflicting signals to
the GOG.

As a result of the PAIP review, the Mission reviewed its project
assistance to the private sector and has modified the proposed
activities to provide a greater role for the private sector,
while acknowledging that the Ghana Export Promotion Council and
the Ghana Investments Center had appropriate and critical roles
to play. One problem limiting private sector control and
direction of activities such as TIP is the weak state of private
sector associations. In the PAAD, the Mission has provided
resources and staff to strengthen private sector capability and
has programmed private sector strengthening activities through
the private sector. At the same time, TIP resources will help to
focus GEPC resources in a more limited set of issues. In the
case of investment promotion, TIP resources are conditioned on
fundamental GOG institutional and policy changes in these areas.
These conditions have been negotiated with the Government of
Ghana and they have expressed their willingness and intention to
make the changes necessary for an effective investment promotion
program in Ghana. All control or regulatory functions will be
removed, and more focused staff and programs will be implemented,
with private sector guidance to foster investment promotion.

Recognizing the uncertainty of funding levels, the Mission
obligation schedule was developed assuming a straightlined
Mission OYB for the life of the project. The Mission believes
that this action is both prudent and in line with the cable
guidance. :

In the PAAD the Mission has in the discussion of beneficiaries
demonstrated that the program will have significant people-level
impact, both by significantly increasing employment and by
helping to improve salaries over time. The monitoring and
evaluation plan is also concerned with ensuring that people level
impact is both achieved and documented. This measurement and
documentation of people level impact is a priority of the M and E
plan.

Further to the concerns discussed in the PAIP gquidance cable, the
Mission believes the PAAD adequately addresses the modality for
tracking non-project cash disbursement. The Mission has included
in the PAAD a request for an exemption from the separate account
requirement. Moreover the Mission has modified the host country
contribution. The Mission proposes not to program local currency
but to focus on GOG restructuring budgetary expenditures to meet
project requirements. This will serve to reduce further local
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currency monitoring and audit requirements of the Mission.

The PAAD meets the guidance concerns of NPA guidance. Likewise,
the Mission has worked closely with the Bureau to ensure that
appropriate environmental safeqguards are in the program.

The Mission has worked closely with the Regional WID Advisor to
incorporate gender considerations into the PAAD and to ensure
that the M & E program monitors the participation of women, as
well as identifies WID issues for resolution in the program.



2.0 BACKGROUND

2.1 Summary of Macro-Economic Framework: Ghana, in the late
1950's and early 1960's, had one of the highest levels of income,

as well as social and economic infrastructure in sub-Saharan
Africa. However, by the early 1980's, the relatively high
standard of living of Ghanaians had been eroded by inappropriate
development policies and strategies. Industrial development
based on import substitution and protected by tariffs and other
barriers resulted in an industrial sector dominated by
large~-scale, capital-intensive and inefficient state-owned
enterprises. Production in the agricultural sector in general
and cocoa in particular, suffered from neglect and heavy
taxation. In the case of cocoa, Ghana's production declined from
450,000 MT in 1974 to approximately 150,000 MT in 1983.

Responding to the rapidly deteriorating economic situation, the
Provisional National Defense Council (PNDC) initiated a
far-reaching Economic Recovery Program (ERP) in 1983. Initially,
the program focused on the short-term objectives of macroecononmic
stabilization. As these short-term objectives were realized, the
Government began to focus attention on longer-term issues such as
infrastructure and public sector support service rehabilitation.-
Reforms to date include liberalizing the foreign exchange and
trade system, increasing producer prices for cocoa, eliminating
most price and distribution controls and rationalizing the public
investment program, which in turn greatly improved physical
infrastructure. Appropriate fiscal and monetary policies have
eliminated the budget's fiscal deficit and reduced inflation,
while donor inflows have created an overall surplus in the
balance of payments and virtually eliminated external payment
arrears.

These reforms and the resulting increased resource availability
have helped Ghana to have one of the fastest growing economies on
the African continent. Since 1983, GDP in constant prices has
increased an average of 5% per year. While Ghana's economy has
performed impressively, serious problems remain.

2.1.1 Constraints to Medium Term Growth: Economic reforms
under the ERP have been successful in realigning relative prices,
improving fiscal and monetary prudence, enhancing the private
sector investment climate and initiating the rehabilitation of
key infrastructure. Many constraints still remain to
establishing sustained growth, increasing investment and
expanding exports.

In general, these constraints exist not because reforms were not
taken or were unsuccessful but because they require additional
action to enhance their effectiveness and ensure their
sustainability. The following discussion highlights these
constraints. :
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Inflation: Inflation has been a persistent problem under the
ERP, reaching as high as 41 percent (annualized) as recently as
September 1991. This high inflation level was caused by a
combination of excess liquidity, a poor harvest in 1990 and the
1990-1991 Persian Gulf crisis. Since that time, the weather has
returned to normal, the Gulf crisis has been resolved and the GOG
has initiated a number of actions that have been effective in
mopping-up excess liquidity, with the result that annual
inflation rates are now at an 8-9 percent level. If present
policies are pursued, inflation should be manageable. This, in
turn, will help to improve business confidence.

Trade Balance: While Ghana's economic performance since 1983 has
been impressive, economic growth is not sustainable as Ghana's
growth is overly dependent upon continued donor inflows. While
exports have doubled over the period 1983-1990, export value has
declined since 1988 due to the general deterioration in the
prices of Ghana's exports. The result is that in 1991, after
covering debt servicing, Ghana's export earnings only covered 56
percent of the value of its imports. While donor resource flows
and remittances have made up the difference, Ghana's long term
economic health depends upon a significant increase in its
exports.

The need for exports is especially compelling if Ghana is to move
to an accelerated growth scenario. Present data indicate that a
two percent increase in imports is associated with a one percent
increase in GDP. If this relationship is maintained, then a five
percent GDP growth rate will require a 10 percent increase in
imports and therefore a 10 percent increase in exports to stop
further deterioration in the balance of trade. If in fact Ghana
tries to grow even faster this problem will become even more
severe.

Financial System: Constraints in the financial system and fiscal
regime hinder increased domestic resource mobilization to support
investment. National savings and investment rates are inadequate
to provide the impetus for sustainable growth. While private
investment as a percent of GDP has increased from 2.9 percent .in
1983 to over 9 percent in 1990, this is not adequate to sustain a
5 percent growth rate much, less a more accelerated pace.
Moreover, except in the minerals sector (particularly gold),
there has been little foreign investment to augment domestic
investment.

Low public confidence, structural constraints and policy
deficiencies in the financial system limit deposit mobilization
and credit expansion. Credit supply is inadequate because of
non-performing loans, managerial and institutional deficiencies
in the financial sector, a new and perhaps overly conservative
lending policy by most banks as a result of financial sector
restructuring and an anti-inflation any policy of slow total
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credit growth. Non-performing loans have been a particularly
significant factor constraining the resurgence of the private
sector and industrial expansion. Export financing is
particularly restricted because of the absence of mechanisms to
meet the specialized needs of the export sector.

High real interest rates (averaging 10 percent over the last
year) have also had a constraining effect on short-term borrowing
and an even greater impact on borrowing for capital investment.
Foreign investment has been constrained by the present investment
approval process which has emphasized monitoring and policing
roles instead of promotional and other investor support roles.

Actions are being taken to address some of these constraints. The
World Bank FINSAC I credit initiated restructuring of the
financial system and improved monitoring and regulation of the
banking system. A Non-Performing Assets Recovery Trust (NPART)
was created that transferred the bulk of non-performing loans
from the banking system. This was done to restore viability to
the banking system while attempting to recover as much of the
loan value by the NPART. A second World Bank financial sector
credit will support the privatization of the banking system and
address some of the remaining policy issues. However, it will
not address the problems of export financing. ‘

lLegal Framework and Transparency: Successful and growing
investments in the export (or any sector) require a stable and

predictable environment in which business risks can be rationally
assessed and one in which there is confidence in the fact that
fair and non-discriminatory treatment will be accorded all
economic agents. The growth of business activities is determined
by the ability to enter into inter-firm contracts and linkages.
Central to this ability is the requirement that contracts can be
enforced with reasonable certainty at low costs. At present,
this situation is not fully met in Ghana. There are a number of
problems that limit knowledge of laws and affect perception of
transparency. A number of actions need to be taken to improve
the situation. Enhanced efforts need to be made to ensure not
only that rules and procedures are codified, but that they are
gazetted and printed in sufficient numbers so that they can be
easily obtained by all interested parties. This need is
especially critical for laws and procedures governing foreign
exchange transactions and import-export procedures. At times, it
is the absence of laws and rules that deter commerce and
commercial transactions. Examples include bankruptcy and
insolvency procedures, the methods for resolving competing claims
of various classes of creditors, treatment of inter-modal
transport documents as to title to goods, etc.

There are a number of procedures that can be explored to improve
the problem of transparency. The gazette notification procedures
should be reviewed and strengthened, including clearly
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identifying the executing agency. The problem of multiple
jurisdictions must also be examined and overlapping jurisdictions
must be eliminated or, at the very least kept to a minimum.
Consistent application of law should be reviewed, including
reviews of an alternative dispute resolution mechanisms such as
arbitration. Since an increasing outward orientation is a basic
element of any export growth led strategy and given that Ghana is
a new entrant in most international markets, adoption of
internationally accepted commercial conventions should serve to
facilitate the reduction of entry barriers and support formation
of buyer-seller linkages.

Increased domestic and foreign investment in Ghana will require
that the issue of the legal environment for business be analyzed
and improved. However, more specific recommendations require
further analysis and cannot be made at this time.

State-Owned Enterprises (SOE): One way for Ghana to make

additional resources available for infrastructure, health,
education, etc., is to speed-up the divestiture of the more than
200 SOE's that are slated for privatization. Progress has been
hampered by problems such as poor physical and financial
conditions of the enterprises; lack of up-to-date information on-
them; unrealistic asset valuation; legal issues relating to
property rights and employee termination benefits; and the need
for more market, technical and financial expertise for use by the
Divestiture Implementation Committee. These issues need to be
resolved,

In addition to privatization, it is important that those
enterprises which remain in the state sector operate on a sound,
profit-making commercial basis. This requires performance
contracts, clear accountability and the elimination of
interference in company decisions, especially in the areas of
employment and pricing. The World Bank has taken the lead in
working with the GOG to address the divestiture issue.

Adricultural Sector Constraints. Agriculture, which accounts for
approximately 50 percent of GDP, is a sector whose growth rate
will impact significantly, on the rest of the economy. It will
be difficult if not impossible for Ghana to continue to grow at 5
percent a year, much less accelerate to growth rates of 8-10
percent a year, without agriculture growing annually by at least
by 4 percent. In fact, over the period 1983-1990 agriculture
only averaged 2.7 percent growth. The growth of Ghana's .
agricultural sector, depends on a number of developments: (a)
aggregate income growth in the economy; (b) prospects for
agricultural exports; and (c¢) improved market access and
integration. The first two are concerned with the demand for the
products of the agricultural sector while the third relates to
the sector's ability to provide products at a reasonable price.
Concerning the demand factors, the growth in domestic demand will
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be determined by population growth and growth in per capita
income. Given past growth rates, the domestic demand for most
commodities has been increasing at an annual rate of 4-5 percent.
In the case of export demand, except for cocoa, Ghana is a price
taker and can sell all it produces if it can meet world price and
quality requirements. In both markets, domestic and foreign, the
question of market access and integration is critical. Ministry
of Agriculture and World Bank studies have shown that in the
agricultural sector, Ghana is very competitive in most of the
products it produces at the farm gate. However, by the time the
commodity reaches the port or domestic consumer, the competitive
advantage has been lost by high marketing costs. Marketing
margins in Ghana are very high and are directly related to poor
transport and inadequate storage and handling facilities. These
marketing costs must be brought down to lower retail prices and
allow Ghanaian products to be more competitive. It is noteworthy
that research and extension were not listed as problems. They
are still weak but were not listed as critical factors because,
as the experience of the Global 2000 program revealed, the
technological potential for faster growth is available, at least
in the case of the cereals. In fact, farm-level productivity
growth is essential for long-term growth and is a priority
investment of both the World Bank and Canadian aid programs.

Infrastructure: As has already been alluded to, infrastructural
investment is critical to increased growth. In the case of
Ghana, large sums have been invested in recent years to improve
the ports, harbors, feeder and major roads as well as some
investment in railrocads.

However, investments are still needed to overcome the nearly two
decades of deterioration and neglect of infrastructure. There
are major investments underway to improve the paved highways
linking Cape Coast and Kumasi and Tamale-Bolgatanga in the North.
However, these investments represent minimum requirements, not
what is needed to expand transport networks and lower costs. For
example, the feeder road network requires major investments. 1In
1991, only 29 percent of the network was classified as good, 32
percent as fair and 39 percent as poor. The Volta Lake which has
the potential to be a cheap source of transport linking northern
and southern Ghana also needs to be developed.

The telecommunication needs in Ghana are vast. International
experience has shown that acceleration of exports, attraction of
foreign investment and increased efficiency of business services
and manufacturing require a strong and responsive
telecommunications sector. In Ghana, large investments on a
national scale harnessing the energies of private domestic and
foreign investors will be called for. At the same time, the
government-owned network operations need to be allowed greater
flexibility in their functioning so that core existing operations
can continue to contribute to the greater provision of
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telecommunications services. However, to profitably harness
these possibilities, policy and regulatory initiatives are
necessary that permit competition to occur in an effective way.

Infrastructure investment has been supported by many of the
donors. The EEC, Japanese, Saudis, UK and World Bank have taken
the lead in rehabilitation of ports and harbors. The World Bank
is taking the lead on addressing the management issues in the
transport sector. 1In the case of the railways, the Bank and the
Caisse Centrale have been the principal donors. 1In the
rehabilitation of the main trunk roads, the EEC, the Dutch and
the Japanese have taken the lead and are still heavily committed
to the sector while the World Bank, Denmark and USAID have the
leadership role in the feeder road section.

The Volta River Port development has been financed by the Germans
with additional assistance expected from the Danes and World
Bank. In telecommunications, a concerted action program has not
yet been developed. The World Bank, Japan and Caisse Central all
have expressed interest in this sector for future financing.

Private Sector Constraints: The private sector in Ghana is now
viewed as providing the thrust for future economic growth in
Ghana. Thus, the success or failure of Ghana's growth strategy
will depend critically on attracting sufficient levels of private
investment. At present, the share of the private sector in total
investment is low. The rate of new enterprise formation, as well
as diversification of economic activities, is also low. Private
enterprise performance indicators such as capacity utilization,
value-added productivity, etc., suggest that private commercial
activity is also still too low to support any significant
contribution to accelerated economic growth in the near term.
There are a number of reasons for this. Growth is constrained by
the limited size of the domestic market. At the same time,
export growth is constrained by lack of knowledge of markets and
poor product quality and technology. Moreover, the enabling
environment is not perceived as favorable. A transparent legal
base for laws and regulations doesn't fully exist. Restrictions
on ownership of foreign firms provide disincentives to foreign
investors. Most private sector institutions are weak and
business and trade associations are not able to undertake policy
analysis, enter into dialogue with the GOG, or develop members
interest.

The Government is aware of these problems and is moving to
address them. The 1991, tax changes reducing corporate taxation
rates from 55 to 35 percent provided clear signals that private
sector profitability is recognized as critically important to
economic growth. The formation of the Private Sector Advisory
Group (PSAG) to review laws and regulations affecting the private
sector and recommend changes for improvements that foster
expansion and the profitability of the private sector has been



13

seen by the private sector as another positive step. How and
whether the PSAG recommendations are accepted and implemented
will be an important determinant of further private sector
attitudes. The World Bank Third Structural Adjustment Credit
focuses on some of the transparency issues and the issue of
SOE's. USAID/Ghana has provided funding to begin to address the
need to strengthen private sector institutions. However, further
efforts will be required in these areas.

2.1.2 Future Prospects: The future direction of Ghana's
economy depends on the GOG's ability to continue its present
reform program as it moves to a more open political system.
There are no indications that the reform program is or will be a
principal campaign issue. That could change, but there appears
to be a recognition across the political spectrum that Ghana has
made real and substantial economic gains, but that these gains
are fragile and not at present sustainable in the long term.

There appears to be emerging a recognition of the importance both
of the need for private sector-led growth and the importance of
expanding exports to meet the foreign exchange requirements of a
growing economy. There is also growing discussion of an
accelerated growth strategy for the nineties, in which Ghana
could attain growth rates of 8-10 percent by the end of the
decade. If a dynamic private sector and export-led growth are
necessary for 5 percent annual growth then they are even more
important for high growth scenarios.

2.2 Export Sector Framework: Ghana's future growth depends
heavily upon the GOG pursuing an aggressive strategy of private
sector-led export growth. Ghana's export sector at present has
two major problems. Its exports are predominantly raw materials
or primary commodities and are concentrated on four commodities:
cocoa, gold, timber and electricity. These commodities provided
$722.1 million, or 87.5%, of Ghana's exports in 1990 as compared
to $409.2 or 93.2%, in 1983.

For the long term success of the ERP, Ghana must increase and
diversify its export revenues. In terms of the traditional
export sector, the World Bank states that medium term (1991-95)
prospects for an increase in export value is encouraging for
cocoa and gold, but not so for timber and electricity. The Bank
estimates that the value of cocoa exports will increase 20%
between 1990-1993 as a result of increased production and an
estimated $290/ton increase in cocoa prices. Likewise, gold
exports are projected to increase approximately 18% per year as a
result of the production from new mines and the rehabilitation of
existing mines. Timber exports are estimated to only increase at
about 2% per year over the 1990-95 period as a result of both
environmental concerns and Government policy to push for
value-added timber exports. Electricity exports are projected to
remain essentially stagnant over the 5 year-period (a projected
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growth of 0.3%/annum). For the latter half of the 1990's, the
estimate for traditional export sector growth is even more
pessimistic, with cocoa exports projected to grow at
approximately 2% - per annum, gold - 5%, timber - 1.3% and
electricity - 0.5%.

With these projected growth rates, unless there is a dramatic
increase in non-traditional exports, the Ghanaian economy will
have to become much more dependent upon donor resources or the
growth rate will decline with a resultant decline in per capita
income.

Thus, Ghana's long-term economic growth is contingent upon
expanding and diversifying its export base. This means that
Ghana must put increased emphasis on expanding its
non-traditional exports (NTEs). In fact, non-traditional exports
have expanded rapidly over the 1983-1990 period, increasing from
approximately $1 million in 1983 to $62 million in 1991.

However, before NTEs can add in a meaningful way to economic
growth they must become a larger percentage of GDP. At present,
NTEs represent only one percent of GDP and 7% of total exports.

2.2.1 Prospects and Constraints Facing the Non-Traditional
Export Sector: Table 2.1 shows the growth of NTEs over the

period 1986-1991. Growth in the number of products now being
exported, as well as the number of exporters engaged in
non-traditional exports has been quite rapid, albeit from a small
base. The Ghana Export Promotion Council (GEPC) reports 2,822
exporters of 155 different NTEs during 1991.
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TABLE 2.1

Non-Traditional Exports, 1986-1991
(millions of U.S. dollars)

1986 1987 1988 1989 1990 1991
Agricul-
ture 19.8 21.2 29.6 23.3 28.8 33.9
Horticul-
ture .5 1.0 1.6 2.5 5.0 8.4
Fish 14.6 14.7 21.1 13.2 21.6 20.9
Other 1 2.6 3.1 4.5 5.4 2.3 2.8
Cocoa
Wastes 2.1 2.4 2.9 2.2 n/a 1.8
Processed
& Semi-
Processed 6.0 9.1 15,2 13.3 33.1 27 .7
Wood 1.5 2.1 3.3 3.8 5.5 6.2
Aluminum .1 .7 6.1 2.5 9.8 5.5
Canned
Foods 2.0 1.6 .5 .1 .1 «3
Salt .8 1.9 2.5 3.1 7.0 3.9
Other 1.5 2.7 2.8 3.8 10.6 11.8
Handi-
crafts 0 .1 .1 . 2 .4 .9
TOTALS 25.8 30.4 44.9 36.8 62.3 62.5

Source: Ghana Export Promotion Council

Cocoa waste were not included in official GEPC non-
traditional export statistics until 1991. They have been included
here for all years for consistency.
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As Table 2.1 shows the growth of certain NTEs has been steady.
Much of it involves the utilization of existing capacity, but
some of it has required imports of new equipment, spare parts,
chemicals and pesticides. Wood product exports have quadrupled
in value, aluminum products have recovered their export markets
and particularly horticultural products (dominated by pineapples)
have started a strong and promising upward trend, increasing in
value by a factor of 16 from a very small base in 198s6.

The GEPC has prepared a five year export development plan for the
period 1991-1995. Under this plan, NTEs are projected to grow
annually by about 29%, reaching a level of $335 million by 1995.
This would give NTEs a 15% share of total exports by 1995. 1In
overall terms, the estimates seem to be overly ambitious,
however, the choice of products is in line with what might be
feasible for Ghana's present stage of development.

USAID/Ghana has examined Ghana's NTE sector in some detail.
USAID-financed studies were conducted to explore the export
potential for timber and wood products, the sheanut and kolanut
industries, aquaculture products, handicrafts and the
horticultural sub-sector. These studies were supplemented by
several studies conducted by other organizations. Annexes P and-
R of this PAAD provide the detail for the potential for specific
NTEs and the Economic Analysis, respectively.

Overall the prospects for non-traditional exports appear to be
good if the constraints currently existing can be addressed and
overcome. Growth in NTEs in the medium term will probably be
centered on the agro-based commodities Ghana now exports:;
however, the Mission does expect some diversification during the
next five years. The real impact of NTE diversification will
probably not be apparent until Ghana gets some additional
experience in developing its NTE sector and is capable of
establishing its own comparative advantage in agricultural
processing and manufacturing. Over the life of this project,
1993-1997, the Mission estimates that NTEs will increase from
$62.0 million in 1991 to an estimated $250 million in 1997 if the
constraints facing the sector are addressed.

2.2.2 Constraints to the Expansion of NTEs: Ghana has made
great strides in recent years in creating a positive environment

for increased investment and exports. The foreign exchange
regime is favorable and while the investment climate is not
perfect it has improved significantly. However, there are a
number of constraints existing which limit the export potential
of Ghana. These constraints have been identified by surveys of
exporters, as well as during the conduct of various commodity
surveys.

The three principal constraints limiting Ghana's export potential
are: 1) the enabling environment for exports; 2) the present
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capacity of export or potential export firms; and 3) the limited
financing and methods of financing available to exporters.

Unless the various dimensions of these problems receive priority
attention, Ghana's prospects for rapidly increasing NTEs are very
poor. The following discusses in some detail the nature of these
constraints.

2.2.2.1 Enabling Environment: Except for a realistic exchange
rate, the present enabling environment in Ghana is not
particularly export friendly. Policy, regulatory and public
service constraints serve to restrain NTE growth. A concerted
action program to improve the enabling environment for exporters
is necessary if NTE's are to achieve their export potential.

Policy Constraints: There are two broad sets of policy
constraints that limit growth in NTE investment and production,
transparency issues which affect the entry of firms into the NTE
sector and trade regime policies.

As mentioned in the general constraints section the issues of
transparency and appropriate legal framework are constraints to
economic growth. However, they are also relevant for NTE
expansion and growth. In particular there is the need to address
the more general constraints or issues by consolidating,
codifying, publicizing and widely circulating commercial codes
and business regulations such as the contract act, labor code,
exchange control procedures, custom procedures, tax procedures,
export inspection procedures etc. Moreover, there is an urgent
need to revise the Investment Code to simplify procedures and to
reduce the elements of uncertainty caused by the need for various
clearances and approvals. Likewise the process of registering
businesses should be streamlined and consolidated. The export
procedures must be simplified and standardized. At present
businessmen, find a maze of procedures and regulations that are
conflicting and overlapping. The result discourages investment
in export and non-export production. This maze of regulations
must be simplified and consolidated under TIP.

In addition to policy constraints that affect domestic and
foreign firms entry to the export sector, there are existing
trade regime policies that negatively impact on the profitability
of export firms. Three principal policies have been identified
as being of particular importance at present: (a) the foreign
exchange retention system; (b) the use of income tax incentives:;
and (c) the absence of an effective duty drawback/exemption
system.

Exporters are permitted to retain 100% of their foreign exchange
earnings in foreign exchange. However, the their earnings must
be converted through the banking system at the inter-bank market
rate, rather than allowing exporters to sell the foreign exchange
to the highest bidder, be it a bank or foreign exchange bureau.
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At present in Ghana, FOREX bureaus typically pay a three to six
percent premium over the inter bank rate. While a three to six
percent difference may not seem significant, it can make a
significant difference on the "bottom line to the exporter." If
an exporter is operating at a margin of 15%, losing three to six
percent on 65% of their export earnings lowers profits 10-20%. A
not insignificant amount and especially so in a country where
profits and retained earnings are a principal source of
investment capital. Exporters should have the option to sell
their foreign exchange to the highest bidder. This will increase
profitability and the attractiveness of investing in the NTE
sector.

A second policy that restricts profitability is the law that
restricts income tax incentives for exports to exporter-
producers not exporters. At present there are attractive tax
incentives available to firms that export five percent or more of
their production. However, marketing firms are not eligible to
receive this tax break. This discourages the development of
export marketing firms that specialize in the assemble and
marketing functions. It also negatively impacts on small firms
who may like to produce for the export market but cannot because
of the absence of marketing firms to buy, assemble and export the
production of these small firms. Allowing marketing firms access
to the tax incentives will provide a significant boost to the
attractiveness of investing in export marketing. The expansion
of such firms providing specialized marketing services could be
expected to lower marketing costs and/or expand the number of
smaller firms having access to the export market.

The third policy where changes would increase profitability to
export firms is that of duty drawback/exemption policy. The
existence of a smoothly functioning duty drawback, duty exemption
system is especially important for the long-term growth of the
export sector. This is especially true of exporters which
require substantial raw material imports. It is essential that
exporters have unrestricted and speedy duty free access to
intermediate inputs required for export production. The way the
present system is structured, individual exporters need to submit
documentation on a transaction by transaction basis. Further,
neither the documentation nor the rates are standardized.
Consequently, transaction costs are high and exporters are
hesitant to even attempt to use the system. During the last two
years only four cases of duty drawback have been approved. If
Ghana is to shift to value added manufacturing a functioning
duty-drawback/duty exemption system is essential.

Requlatory and Administrative Transaction Costs: A second area
which serves as a negative enabling environment factor is that of

regulatory and administrative costs.

In interviews with exporters these were listed as important
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constraints to development. These costs discourage new firms
from entering the export business, as well as drive up operating
costs of existing firms. Among the former are three regulations
that have been identified with regularity by exporters. There is
a requirement that first time exporters prepay their foreign
exchange surrender requirement before exporting. Without such
payment the Central Bank will not provide clearance for their
exports. This drives up costs for first time exporters and
precludes initial sales on consignment or shipment of samples by
new entrants, the principal means to initiate exports. Two other
requirements that increase the cost of new exporters are (1) the
requirement that they pay an estimated quarterly income tax in
advance of exporting in order to obtain the Internal Revenue
Service (IRS) clearance; and (2) the requirement that they must
pay an annual fee to GEPC for a certificate to export. Another
regulation identified by exporters as a problem is the regulation
that GEPC establish a minimum price for all exports and the
exporter is required to convert the foreign exchange equivalent
of the minimum price. While originally introduced during the
period of overvalued exchange rates to prevent under-invoicing,
this requlation today has become an administrative headache for
exporters. It doesn't or can't take into consideration all of
the different sizes and quantities an exporter may have for
export nor seasonal or long-term price declines that make a given
minimum price irrelevant.

In addition to the above there are administrative procedures that
are a hassle to exporters and are time consuming. For example,
before a commercial export is approved, the exporter must have
filled in an A-2 form, had it approved by the Bank of Ghana or
other authorized banks. Some items required special permits
before the A-2 form was processed, e.g., timber must be inspected
by the Forest Products Inspection Bureau and/or the Timber Export
Development Board. A fee is required for the Forest Products
Inspection Bureau. Handicrafts and antiques need to pay a fee to
receive a permit from the Ghana Museums and Monuments Board.
Plants and seeds need a permit from the Ministry of Agriculture
and Plant Quarantine Department; exports of small animals require
a fee-based permit from the Department of Game and Wildlife.

In recent months the Ghana Export Promotion Council (GEPC),
working with various government agencies and the private sector
have simplified and reduced the procedures so that the most
onerous requirements have been eliminated. There are still
various miscellaneous procedures to consider and GEPC is working
with public organizations and private sector exporters to
identify and eliminate these. There is no doubt that these
administrative regulations and procedures discourage initial
exporters and increase the cost of exporting. They must be
reviewed for elimination or further simplification.

Public Sector Export Support Services: If Ghana is to have an
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improved enabling environment for exports it must improve public
sector export and investment services. In fact, one can start
with the Ministry of Trade and Tourism (MOTT). Ghana has not had
a proactive policy to increase exports. The focus of GOG actions
were on developing a realistic exchange rate and lowering
tariffs. No serious attempts were made to address related policy
constraints that limited export growth. It would appear that an
assumption of Government policy was that if prices were made
right, production would follow; and to be fair, in the
traditional export sectors it did, but the response in the NTE
sector was more muted in absolute terms although impressive on a
percentage basis. If Ghana is to develop a dynamic NTE sector
the public sector must overcome its present limitations and
provide needed services and guidance only the public sector can
provide. (The private sector also has an essential role that
will be discussed later.)

- Three public sector agencies that will need to play critical

roles in the growth and development of the NTE sector are the
MOTT, the GEPC and the GIC. The NTE sector in Ghana, with the
exception of GEPC, has evolved with little GOG support or
direction. The result has been little attention by the GOG to
address the constraints that face the sector. If NTEs are to
expand at the rate projected greater attention must be given to
trade and investment policy. The key to the development of a
dynamic NTE sector is a national commitment to export-led growth
and the establishment of an effective process for implementing
the reform effort. A process is needed to focus and energize the
implementation effort and to allow it to respond to the evolving
policy environment. Trade policy is a key element of this
overall economic policy system. In broad terms, the goal of
trade policy is to develop an enabling business environment. The
establishment of an effective trade policy will require an
effective Trade Policy Unit (TPU) that will be responsible for
advancing trade policy reform in Ghana by:

- learning from the experience of other countries;

- setting an overall goal for trade policy in Ghana;

- developing a strategy for how to approach trade policy
reform;

- developing the research capacity to identify and

analyze policy reform options;

- establishing an institutional and human resource
development program;

- setting up an inter-ministerial process for
implementing trade policy reform.
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The MOTT is the natural site for a TPU and efforts have begun to
establish such a unit but much remains to be done before it is
capable of being an effective force in Trade Policy formulation.

GEPC has been the only GOG organization until recently to take an
interest in NTE development. GEPC has tried to assist exporters
in many different ways. However, GEPC in spite of its good
intentions has had limited effectiveness because of a limited
budget and a conflicting set of responsibilities. GEPC is to
promote NTEs but is also responsible to regulate them. This
conflict must be resolved and GEPC relieved of its regulatory
responsibility. Moreever, GEPC needs to concentrate its energies
on market promotion and development not on production support.

Likewise GIC, the organization responsible to promote foreign
investment is not presently capable of fulfilling its role. GIC,
like GEPC, has suffered from a shortage of funding and a conflict
of responsibility. Concerning the latter, GIC has often appeared
to be more interested in regulating investment than promoting it.
If Ghana is to attract the foreign investment necessary, GIC must
review its role, shift exclusively to becoming an effective
investment promotion agency and receive the adequate funding
necessary to be effective. '

2.2.2.2 Capacity of Firms to Export: The previous section
focused on the enabling environment as a constraint to NTE

expansion. Addressing those constraints is one of the necessary
factors for NTE growth but improving the enabling environment
will have limited success if other equally important constraints
are not addressed. One of the most important sets of these
constraints are those factors that directly limit the capacity of
private sector firms to increase exports. Here, four principal
factors have been identified: market knowledge, production
ability, capacity to obtain financing and lack of private sector
support services.

Lack of knowledge as to where they can export their products, as
well as lack of knowledge as to how to acquire such knowledge is
a major constraint to individual producers. In general, in
today's competitive world economy there are many countries
competing to enter a limited number of markets. In such an
environment there is little incentive for buyers to actively
search for additional producers. The result is that Ghanaians
don't export because they don't know where the markets are, nor
what markets want, and they don't know where markets are, nor
what markets want because they don't export. This Gordian knot
must be cut. Assistance must be provided to potential exporters
to bring them into contact with potential buyers of their
products.

However, once a potential exporter knows of a potential sale,
that is often the beginning of the problem. Most Ghanaian
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exporters are small firms by international standards and may not
have the production capability or technical skills to f£ill a
foreign order or to meet its quantity and quality standards.

This situation is further complicated by the present
non-existence of export credit facilities that exporters in other
successful exporting countries have available. Moreover, the
exporter in Ghana has often found himself or herself alone with
no support from other private sector firms since the development
of a strong unified private sector that was willing to engage the
Government in a dialogue is very recent.

Therefore, if Ghana is to have a successful private sector led
NTE sector, resources must be made available to strengthen the
ability and capacity of the private sector not just the private
sector exporters. 1In fact, private sector exporters are a very
small minority of private sector firms. Progress has been made
in the last several years of sensitizing the private sector to
the potential of export led growth and the Mission's private
sector training activity funded under the regional Human
Resources Development Assistance Project has been instrumental in
this regard. Moreover, the Mission has helped exporters to
organize into an export federation that represents their
interests. However, if export issues are to receive their
appropriate due it is necessary that the two principal private
sector organizations, the Association of Ghana Industries (AGI)
and the Ghana National Chamber of Commerce (GNCC) see the export
sector as essential to Ghana's economic future and that the
Federation of Association of Ghanaian Exporters (FAGE) the AGI
and the GNCC begin to support common objectives and pool their
resources to provide needed services to their members.

2.2.2.3 Financial Services for Exporters: The third set of
constraints limiting NTE is the total inadequacy of the financial

service system for the NTE sector. Ghana's financial system has
a very critical role to play in supporting exports. At present
there is no pre-shipment credit system, nor an export insurance
program that would minimize commercial risk.

The lack of trade finance availability in a country such as Ghana
is especially a barrier to smaller or new firms that might well
be able to fill export orders and foreign contracts if financing
were available. Therefore, assuring access to trade financing
for all activities that generate exports -- including those by
small infant or indirect exporters -- is one of the critical
elements of an outward-oriented development strategy.

To date, commercial banks have been more interested in financing
imports than exports. That is because import financing is short
term and safe. Export finance can also be made short term and
safe if programs are developed which: (1) allow the export
shipments to be insured; and (2) allow banks to rediscount the
loans if they need funds. Developing the information network and
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skills to assess export risk takes time and experience.
Similarly, rediscounting facilities take time and sophistication
to develop. However, these skills and facilities are required if
Ghana is to increase NTE's.

2.2.2.4 Infrastructure Requirements: In Section 2.1.1 above
the lack of adequate infrastructure is discussed as a constraint
to medium term growth. This problem must also be highlighted as
important to the expansion of NTEs. As noted, increased
investment is needed in rural road rehabilitation, port and
airport facilities (including warehouses, cold storage and
handling facilities), water transport, electrification and
telecommunications.

Several donors have and continue to provide funding for
infrastructure investment. USAID along with the World Bank, is
financing a national feeder road rehabilitation program.
Investment in ports and harbors is being made by the World Bank,
EEC and the UK. Water transport facilities on Lake Volta are
being funded by the Germans, and resources for telecommunications
and additional rural electrification are being sought from the
World Bank, Japan and Caisse Centrale.

2.3 GOG Strategy and Priorities: Support for the private sector
has been a difficult position for the GOG to adopt, due to its
long history of having a dominating, controlling role rather than
a supportive one. The SAC III credit, adopted in April 1991, was
the watershed in GOG policy in this regard. Up until then, the
GOG had been preoccupied with reforming broad policy issues, the
public sector and infrastructure projects. The SAC III, whose
official title is "A Program to Promote Private Investment and
Sustained Development," clearly shifted the emphasis to the
private sector. With this shift must come an emphasis on private
sector led export growth as a primary vehicle for sustained
development.

The GOG has carried through with their new strategy. In the past
year, they have begun an open and frank dialogue with the priwvate
sector. This has been done through the Private Sector Advisory
Group (PSAG) composed of business leaders to advise the GOG on
revisions of laws which will promote private sector activity and
export growth. The creation of the PSAG became part of the
Policy Framework Paper to which the GOG, the World Bank, and the
IMF have jointly agreed.

The PSAG makes recommendations to the GOG on macroeconomic
policies, the legal and regulatory framework relating to
investment, recruitment, labor policies, price controls, export
promotion, business establishment procedures, institutional
reforms and tax, financial and fiscal policies. The PSAG has
provided a number of useful recommendations which the GOG is
expected to adopt.
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2.4 AID Strateqgy:

2.4.1 Ghana Country Strategic Plan: The overall goal of the
USAID strategy is to assist Ghana in achieving broad-based,

sustainable, market-oriented economic growth. The principal
subgoals of this strategy are:

- to increase output and
- to enhance the quality of the human resource base.

Given Ghana's economic performance since 1983, its economic
goals, and findings from numerous studies, USAID believes that
the best approach to assist Ghana's growth is to develop its
private sector. More specifically, the Mission believes that the
non-traditional export sector is the sub-sector within the
private sector that will best catalyze private sector development
and growth.

To assist Ghana to achieve sustainable economic growth, USAID has
decided upon a development strategy that will focus on three
strategic objectives:

- promoting private sector-led export growth; .

- enhancing the quality of the primary education system;
and

- reducing the fertility rate of Ghanaians.

The Mission believes these are mutually reinforcing, since:

1) increased income will result in more education and health
care,

2) an improved human capital base through better health and
more education will lead to a more productive labor force
which is better able and willing to adopt new technologies
and respond more quickly to new opportunities, and

3) reducing the fertility rate will allow families to
concentrate their limited resources on the health and
education of fewer family members, with correspondingly
favorable impacts on productivity and income.

There are several programs in the USAID portfolio which
contribute to the strategic objective of promoting private
sector-led export growth.

* The Title III program puts $5 million in local currency per
year into rehabilitation of feeder roads in areas that have
export potential. It also provides resources for improvement of
export related infrastructure funding and funding for NGO
activities in support of export production and marketing.



25

* The $5.4 million Human Resources Development Assistance
Project is designed to focus on the private sector. Its direct
beneficiaries include over 2,000 staff and members of Ghanaian
business associations, 400 women owners of small businesses, 700
students and teachers at the public training institutes, and 50
managers of targeted GOG ministries who have responsibilities for
policy and programs affecting the private sector. The goal of
HRDA is to build the human capital base of Ghana by building
relationships between the academic and business communities,
improving the ability of business organizations to represent the
interests of the private sector, and increasing the Government's
capability to create and implement programs to support the
development of an internationally competitive private sector.

The GOG plans to contribute to that effort by devoting some Title
IIT funds to the establishment of an Economics Institute which
will prov1de the analytical basis to foment discussion of
economic policies.

* USAID is contributing to the Ghana Venture Capital Fund which
has been established by the Commonwealth Development Corporation.
The initial capitalization will be $5.0 million. The Venture
Capital Fund will help address a significant funding constraint
of the private sector, accessing term or investment capital.

The Trade and Investment Program (TIP) proposed in this document
works to support the AID logframe in several ways. First, it is
designed to support the strategic objective of increased private
sector NTEs. Second, TIP supports one of the targets of
opportunity in the USAID/Ghana CPSP: environmental protection.
TIP will ensure that:

+ harvest rates in fisheries and forests do not exceed
sustainable yields,

+ commercial agriculture supported by TIP does not result in
unacceptable levels of deforestation, soil degradation, and
agro-chemical pollution, and

+ salt harvesting does not produce unacceptable imbalances
in the Songaw Lagoon ecosystenmn.

Third, TIP supports the strategic objective of enhancing the
quality of the human resource base by (1) establishing a
Distinguished Professors Program to facilitate the exchange of
knowledge between well known economists and Ghanaians, (2)
establishment of a trade policy unit to improve the capacity of
the MOTT to understand trade policy issues, (3) training for
members of CEPS and MOTT, (4) the introduction of a Young
Professional program to upgrade the skills of middle level civil
servants associated with trade and investment matters and to
build an awareness of the importance of trade and investment in
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the civil service and (5) private sector training by the PEF for
at least 250 members per year.

2.4.2 Consistency with Agency Policies: The USAID/Ghana's
Program closely follows the Agency Mission Statement to "support

for free markets and broad-based economic growth". This
principle is reflected in the USAID/Ghana strategic objective,
"Increase Private Sector-Led Export Growth" which is specifically
designed to support free markets.

The TIP program also reflects the concept behind the initiative,
"Partnership for Business and Development", since the thrust of
the program under this subgoal is to make it easier for business
to operate and increase the cooperation between business and
government. The A.I.D. strategy will also foster a partnership
between business and government -- which is parallel to
"Partnership for Business and Development™ initiative as.,a way to
promote economic growth.

In line with Agency policy, TIP is expected to have a very
positive people level impact. Since many of the NTEs are
agricultural, increasing NTEs is expected to provide an important
source of jobs, income, and cash to people. In addition, the
Mission believes that the complex government regulations which
currently restrict exports have a disproportionately heavy impact
on small business. By making procedures easier to follow and
more transparent, TIP will put the small businessperson on a more
equal footing with his larger competitor.

2.5 Other Donor Actjvities and A.I.D. Collaboration:

2.5.1 World Bank: The Trade and Investment Program is a
multi-faceted program that attempts to address a number of
constraints which hold back growth in non-traditional exports.
The World Bank has also come to the conclusion that export
promotion is an important objective, they are designing a
proposed $65.0 million program which complements TIP. Hence,
some of the constraints identified in our constraints section
will be addressed in the World Bank program rather than TIP. The
World Bank program will support TIP conditionality. Details of
the program are still being developed. The World Bank will
however, address through this new project and several ongoing
projects in its portfolio, the following:

+ improve the investment code

+ simplify requirements and procedures for foreign
investment

+ help implement a value added tax
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+ strengthen payments settlement procedures and
international payments system

+ set up procedures for the provision of forward foreign
exchange cover to exporters and importers

+ introduce bankruptcy and solvency procedures
+ establish a short and 1ong term debt market

+ support feasibility studies for export infrastructure
support projects such as export processing zones

+ develop export training programs

+ provide support for commercial insurance industry to
support business and the export sector

+ provide an export credit rediscount facility

+ establish the Corporate Enterprise Restructuring Trust to
prov1de restructuring assistance to private enterprises and
SOE S- .

2.5.2 Other Donors: There is some interest by other donors
in the growth of non-traditional exports. The United Nations
Development Program (UNDP) export activities are partly
implemented through the International Trade Center (ITC).
Activities supported include Export Production Villages (rural
areas selected for special attention to grow new crops or fruit),
a mushroom production project attempting to develop mushroom
cultivation for export, support to the handicraft sector, and a
number of training and trade promotion activities. Generally,
ITC focuses on enterprise oriented technical assistance, while
UNDP is concerned with production encouragement in pioneering
projects, export production villages, as well as institutional
strengthening. The ITC component has been completed and an
evaluation resulted in an 18 month extension.

Programs by other donors are minor. The European Economic
Community (EEC) has a program to provide technical assistance to
the furniture industry to expand exports. The Commonwealth
Secretariat supports training in costing, pricing and market
development for garment and textile firms. And the Overseas
Development Assistance (ODA) has provided support for training of
GEPC and the private sector.

TIP has also been discussed with the resident IMF representative.
The representative has reviewed a draft and has given his
support.
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3.0 PROGRAM DESCRIPTION

The Trade and Investment Program (TIP) is an $80 million
initiative designed to address the constraints that limit private
sector investments and production for export. The program
proposes a $60.0 million non-project component addressing the
principal enabling environment constraints to export production
and investment. $50.0 million is scheduled from Mission's
Operational Year Budget (OYB) and an additional $10.0 million is
requested from the Africa Bureau's, Africa Economic Policy Reform
Program (AEPRP) for FY 1993. TIP also has a $20.0 million
project component to strengthen the principal public sector
institutions involved in investment and export promotion, for
support to private sector associations and firms to improve their
capacity to export and to obtain financial services. Funding is
also provided for program management and support.

TIP proposes to expand NTE's from the 1991 level of $62.0 million
to $250 million by 1997. To accomplish this objective TIP
resources will be used to assist the public and private sectors
in overcoming the policy, technical and institutional constraints
limiting NTE growth. 1In particular, TIP conditionality will"
assist the GOG to focus upon critical pollcy constraints limiting
the enabling environment for NTE expansion. GOG contributions
amounting to the U.S. dollar equivalent of $40.0 million through
the General Budget, will help bear the cost of implementing the
policy measures including making provision for the required
financial needs of a duty rebate system and policy and budgetary
support for public sector institutions in support of TIP,
including budgetary support for environmental monitoring. The
GOG contribution will include salaries, operational costs,
capital expenditure and funding for tariffs and tax programs and
for financial incentive programs including funding for an Export
Credit Guarantee Fund.

Technical assistance and training amounting to $11.2 million
will be provided to the private sector non-traditional exporters
directly and through private sector associations to identify
promising export markets; to produce internationally competitive
products; to promote and sell products in established and new
markets; to obtain information on changing markets; and to expand
export production. The TIP private sector component will assist
in the financing of a Private Enterprise Foundation that will
manage the Accra Private Sector Center, a facility for providing
firm level advisory and training services in a variety of areas.
Moreover, the TIP will fund the establishment of an Accra Office
of the African Project Development Facility, ultimately to be
located in the Accra Private Sector Center. The APDF will in
turn be committed to the development of 8-10 bankable private
sector projects a year, at least half in the export sector.

In addition to support to the private sector, TIP will provide
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$6.2 million for technical assistance and training to selected
priority export-related Government agencies including the Trade
and Investment Management Office (TIMO) and the Trade Policy Unit
(TPU) of the Ministry of Trade and Tourism. TIP assistance to
TIMO and TPU is to assist the GOG in its efforts to improve the
export environment, to enhance dialogue with the private sector
and to expand non-traditional exports. Assistance is also
planned to the Ghana Export Promotion Council and the Ghana
Investments Center. Assistance to these two units will be
conditioned upon agreement on a strategic focus for each
organization which will transform them from public sector
entities to quasi-governmental organizations. Assistance is also
planned for the Customs Excise and Preventive Service to assist
it in establishing and implementing a comprehensive duty relief
program.

Finally, the project will provide $2.6 million in program
management and support funding. This will provide for the
services of a USPSC to assist in the management of TIP, as well
as for vital support requirements in terms of impact and
environmental monitoring and evaluation, financial assessments,
reviews and audits and for contractor support through the
Mission's Field Support Unit.

3.1 Program Rationale: Increased and diversified export
earnings are essential for the long-term growth of earnings,
employment and GDP. Ghana's export growth has not matched the
growth in imports over the period 1983-1991, with the result that
export earnings are now only equivalent to 56% of imports. Donor
resources have been the primary means of covering the gap. One
should not expect import growth to stop. World Bank studies of
African economies show that imports increase at 1%-2% rate for
each 1% growth in GDP. The experience in Ghana in the 1983-1990
period shows that Ghana's import growth is at the higher level.
Likewise, Ghana, with its four principal exports accounting for
over 87.5% of export earnings is extremely vulnerable to the
decline of one or two commodities. This was brought home
strongly in the 1988-1990 period when cocoa volume increased 23%
while cocoa export earnings fell 21% (by $100 million) due to - a
dramatic drop in prices. Ghana has the potential and
increasingly the will to diversify its export earnings. During
the decade of the 1980's, the GOG was preoccupied with
implementing the Economic Recovery Program. There was not, at
the time, resources or understanding of the need to diversify
exports. The GOG did reactivate the Ghana Export Promotion
Council in the mid-1980's with the goal of stimulating non-
traditional export growth. Non-traditional exports increased
from $1.0 million in 1983 to $62 million in 1991. The GOG has
become increasingly aware of its vulnerability in relying so
heavily on a few primary commodities for its export growth and
supply of foreign exchange. Long-term projections for the growth
of these sectors reveal limited or stagnant growth along with
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limited opportunities for employment and income growth in these
sectors.

Starting from the necessary preconditions for sustainable growth
that have been established under the ERP, the Government of Ghana
is in an excellent position to make the decade of the 1990's
Ghana's "export decade", the decade when the Ghanaian economy was
able to significantly diversify from its traditional export base
into the non-traditional sector. The GOG desire to stimulate
this sector bodes well for the success of TIP.

If Ghana is to make this the "export decade" it must address the
underlying constraints identified earlier, namely, the poor
enabling environment, the capacity of the private sector to
increase exports and the poor state of financial services to
exporters. To address all of the above constraints adequately
will require an estimated $130 million dollars in economic
assistance, (TIP, plus the World Bank project) not counting the
contribution of the public sector and private sector investors.
The development of an effective enabling environment for export
growth will require changes in tax procedures, repayment of
duties collected and major restructuring of the principal
government ministries and organizations dealing with the export -
sector. This reorganization will mean not only a restructuring
and rethinking of roles, but the provision of adequate and timely
financing of the restructured organizations. Likewise, in the
private sector there will be a need to not only provide direct
marketing and production assistance to private sector firms, but
to enhance their ability to access credit while strengthening the
ability of the private sector organizations/associations to
assume a leadership role in the formulation and implementation of
the export program. While the above tasks are essential for a
successful expansion of NTE's, they will have limited impact if
not accompanied by a major improvement in the availability of
financial sector services for exporters.

3.2. Program Strategy: Given the scope and magnitude of the
task, USAID/Ghana has worked with the Government of Ghana, World
Bank and the private sector to design and implement a
comprehensive and coordinated program of action to address the
identified constraints. In this program USAID/Ghana will focus
its attention and resources on addressing the problems of the
enabling environment for export growth and the capacity of
private sector firms to export while the World Bank in a parallel
project will focus on the issues of financial sector services.

Under TIP, USAID/Ghana will address the problems of enabling
environment and private sector capacity by: (a) program
assistance which includes a cash grant to support needed policy
reform; (b) project assistance to strengthen the institutional
capacity of public sector entities critical to the export
process; and (c) project assistance to improve the capability of
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private sector firms and organizations to increase NTE's.

3.3 Program Approach: An analysis of the constraints that TIP
is to address revealed early on that both non-project and project
assistance would be required. The fundamental enabling
environment constraints affecting exporters will be addressed by
using dollars to address these constraints through leveraging
policy, institutional and budgetary reform. TIP thus employs a
sector cash grant disbursement mechanism since the focus of the
program component of TIP is on sectoral reform and policy
dialogue rather than on commodities or specific uses of dollars.

TIP addresses the enabling environment constraints to increased
exports by (1) improving the policy framework for exporters; (2)
reducing regulatory and administrative transactions costs for
exporters; (3) improving the public sector export support
services.

Dollar disbursements will be made to the GOG's account with
Citibank in the U.S. At this point AID tracking of the funds
ceases. Since the GOG has demonstrated a suitable capacity for
programming and has developed a transparent accounting systen,
USAID is satisfied that the dollars will be used for two
legitimate purposes; either augmenting the foreign exchange
reserves of the GOG, or be utilized through the Bank of Ghana's
interbank market.

3.3.1 The Need for A Private Sector Led Approach to Trade and

Investment: Evidence from around the World suggests that
promotional export and investment programs are important for the
expansion of NTE's in developing countries. These programs
result in a more rapid firm level supply response as they provide
services critical to export growth; contacts with buyers and
foreign partners, foreign market information and technical
assistance for production. Unfortunately, these services are not
readily available in Ghana. The only source at present are two
public sector organizations: the GEPC and GIC. The existing
private sector institutions do not now and are not now capable of
offering the needed service themselves. In the case of the two
public sector entities, the GEPC is the more service-oriented of
the two, although severe budget limitations and a regulatory, as
well as promotional role limits its export promotion
effectiveness. The GIC has in the past focused more on
regulation and control than promotion of investment. The Ghana
experience is not unique. Recent AID and World Bank reports on
export promotion confirm that generally public sector export
promotion organizations have been failures. The reasons for
their failure are: they have little or no support in the
business community; they are inadequately funded; have poorly
paid unqualified staff; and are part of the government.
Similarly, research on investment promotion institutions
concludes that government organizations are often ineffective.
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In both export and investment promotion gquasi-governmental or
private organizations are more effective. Given this evidence,
it is clear that if export and investment promotion is to succeed
in Ghana the functions must be shifted from governmental to
quasi-government or private organizations.

Under TIP both the GEPC and GIC will be converted from
governmental to quasi-governmental organizations with an active
private sector participation on the board of directors. As part
of their reorganization, strategic plans will be prepared to
eliminate the regqulatory nature of their jobs and to formulate
new promotional roles, with adequate funding, salaries and
staffing to fulfill their new roles. While the final details of
their revised responsibilities await the development of the
strategic plans the broad thrust of their roles will be to focus
on export and investment promotion.

While the role and organizational status of GEPC and GIC are
being revised, the TIP strategy also provides for an enhanced
role for the private sector. As stated earlier, existing private
sector organizations provide limited service to members and have
had very little impact on policy issues facing the sector. The
role of these organizations is starting to change. USAID/Ghana --
in FY 91 signed a $5.4 million private sector training activity
to assist the Association of Ghana Industries (AGI) and other
association to provide funding to meet the needs of their
members. Likewise, the formulation of the Private Sector
Advisory Group (PSAG) by the GOG with the Chairman and Vice-
Chairman from the private sector, has given the private sector a
greater role in policy discussions. The Mission this year
provided funding and support to the various exporter associations
to organize into a Federation of Association of Ghanaian Exporter
(FAGE) in order to speak with a greater voice on export issues.
As a result the private sector is beginning to see the benefits
of closer organization and recognizes that they now have an
opportunity to impact government policy. They are now discussing
the ways to strengthen their cooperation and expand membership.

The Mission believes that TIP resources can be effectively
utilized to both strengthen the role of the private sector and
promote increased NTE's at the same time. As part of their
efforts to improve services and coordination, the three principal
private sector organizations (the AGI, the Chamber of Commerce
and the Employees Association) have been discussing the
establishment of a Private Sector Center where they would share
common offices and pool resources to provide increased services
to members. The Mission believes that these developments provide
an opportunity to utilize TIP resources to both strengthen the
role of the private sector and simultaneously promote NTE
growth. To do this, the Mission proposes to utilize TIP
resources to support the creation of a Private Sector Center that
would be controlled by a Private Enterprise Foundation whose
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Board would consist of members from the AGI, the Chamber of
Commerce, the Employees Association and FAGE. The Center would
provide: office space for the four entities whose members serve
on the board; conference and training facilities; and an
information library for private sector entrepreneurs and
exporters. In addition, the Center would provide office space
for TIP private sector technical assistance staff, as well as the
offices for the Ghana branch of the African Project Development
Facility (APDF). The staff will provide industry specific export
development services that will work with individual exporting
firms. These services will include buyer contact and follow-up
support services. Moreover they will provide technical
assistance and training to develop and strengthen PEF and the
member organizations, as well as to provide technical assistance
to export related firms. The APDF office will assist private
sector firms in developing bankable projects for consideration by
the bankers and investors. In return for USAID assistance in
creating the Accra office the APDF will develop with private
firms 8-10 projects a year of which at least 50 percent will be
in the export sector. Hence in five years the APDF would create
40-50 projects with investments totalling from $20.0-5$250.0
million®. Not only will these activities provide important
market, technical assistance and financial services to exporters:
and non-exporters alike but will strengthen the private sector
institutions in Ghana and enhance private sector entrepreneurs
perceptions of the organizations and the advantages to
organizing. At the same time, this activity enhances TIP's
ability to interact with the entire private sector and to enhance
their awareness of export possibilities. Experience from around
the world shows time and time again that the successful products
being exported 5-10 years after the initiation of successful
export promotion organizations are products no one was thinking
about at the beginning of the process. Given the present NTE
focus on raw material or commodity exports it is important to
attract the interest of the broader private sector in export
possibilities. The TIP strategy accomplishes this.

TIP focuses on private sector led export growth. However, the
enabling environment has an important impact on the success of
export efforts. The policy, regulatory and public sector support
must be coordinated with the private sector efforts or the
program will fail. The use of NPA to support policy and
institutional reforms in the public sector is critical to the
success of TIP. The policy and institutional reforms are
discussed in Chapter 4. The reforms are those identified in the
enabling environment section of the discussion in Chapter 2.

2 Project sizes are limited to a minimum of $500.0 thousand
and a maximum of $5.0 million.
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3.3.2 The Need for Foreign Exchange: The World Bank

estimates that Ghana's current account deficit will reach $400
million by the end of 1993. Mission estimates that the balance
of payments deficit could be 50% or $200 million greater if
imports continue to grow at trend rates rather than slowing down
as assumed by the World Bank. This will require continued
support by the donor community for balance of payments support.
The amount recommended for support under TIP will supply a small
portion of the funds required. The actual amount programmed is
limited by Mission OYB considerations.

Dollar funds will be utilized either to support the GOG's foreign
exchange reserves through its accounts at the Bank of Ghana or be
disbursed through the existing interbank system. Since the
establishment of a foreign exchange auction in 1986, both the
World Bank and the International Monetary Fund have strongly
urged bilateral donors to follow their lead in using the auction
and to move increasingly toward quick-disbursing forms of program
assistance that can be channeled through the auction. Most
donors do so. One of the principal objectives of AID assistance
to Ghana is to assist the GOG in the implementation of its
successful Economic Recovery Program. Supporting the foreign
exchange auction has formed a key component of this strategy.
Since 1989, AID has disbursed $20.0 million into the auction
under the Agricultural Productivity Promotion Program. AID has
also disbursed $11.0 million under the Primary Education Program
and plans to disburse an additional $21.0 million over the next
three fiscal years. AID also plans to disburse $13.0 million
under the Family Planning and Health Program. Dollars will be
spent to fund the importation of goods for commercial and
productive purposes through the private sector. With the
approval of the World Bank and IMF, the GOG started an interbank
system to replace the old foreign exchange auction. Under the
new interbank system the Bank of Ghana sells foreign exchange
directly to commercial banks for sale to their customers. AID
will request an exemption of dollar tracking as part of TIP.

Mission recommends that the current disbursing cash grant
mechanism be continued under TIP because of the ability of the
GOG to disburse these funds in a legitimate and transparent
manner. The great strides that the GOG has made in establishing
a market oriented foreign exchange system should be rewarded by
utilizing a system that has been fostered by the World Bank, IMF
and international donor community. The establishment of an
alternative mechanism for balance of payment support, such as a
commodity import program, could be utilized. However, the system
would be cumbersome, slow, and expensive to administer. Both
Canada and the United Kingdom have commodity import programs in
addition to quick disbursing assistance. It has taken both
programs several years to get off the ground and start moving in
an acceptable manner. Both the U.K. and Canada were required to

actively promote their respective commodity programs before they
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become utilized by the private sector. 1In addition, the costs of
administering the programs in terms of public relations,
administration and financial control are not insignificant. The
experience of these other donors was taken into serious
consideration when Mission made the decision to continue with the
cash grant mechanism under TIP.

Furthermore, Ghana in the past several years has significantly
increased its imports from the United States. There is evidence
to suggest that funds from various USAID cash grants has
facilitated this increase. For example, under the first tranche
of the PREP cash grant in FY 1991, 54% of the funds auctioned
went for purchases of dollar denominated goods. Under the second
tranche in FY 1992, this ratio increased to 75%. There is ample
reason to believe the trade between Ghana and the United States
will increase in the coming years. The utilization of the
current cash grant mechanism appears as a very useful way of
facilitating this trade by using mechanism already in place
through normal GOG channels.

3.4 Program Goal: The goal of TIP is to increase sustainable
per capita GDP. A key focus is to support sustainable use of the
resource base. Sustainability is a key concern. Growth cannot ™
be sustained without sound management of the natural resource
base, just as it cannot be sustained without sound economic
policies, or if it is not broadly based across the population for
the benefit of men and women from all segments of Ghanaian
society. These three aspects of sustainability - environmental
husbandry, economic efficiency and broad based participation -
are the foundation for the export-led strategy of TIP.

3.5 End of Program Status and Output Indicators: The purpose of
TIP is to increase private sector non-traditional exports. This

will be manifested by a) an increase in the nominal value of
NTE's by new and existing firms to $250 million by the end of
TIP; b) an increase in the number of firms participating directly
or indirectly in NTE's by 1,500 from the 1991 total of 2,822; ¢)
an increase in real per capita income of men and women engaged
directly or indirectly in NTE's of 5% per year by the end of TIP,
compared to a 2% increase in the economy as a whole; and d) at
least 60,000 new full-time NTE employment opportunities created
for men and women by the end of the program. TIP has two main
supporting objectives - improving the enabling environment for
private sector export firms and improving the capacity of private
firms to export. TIP also supports a World Bank led thrust to
improve the financial sector to support investment for exporting
and other private sector enterprises. The program and project
activities of TIP will be implemented with an emphasis on sound
environmental principles and a proactive focus to insure
participation by women and the poor. The program logic has been
developed and described in Figure 3.1 the program objective tree

and program logical framework (Annex F).
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Figure 3.1
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By the end of TIP, Ghana's NTE sector will have become the most
rapidly growing sector of the economy and account for
approximately 15 percent of export earnings. Such a dynamic NTE
sector would easily generate over 60,000 new jobs, and the
families which depend on the sector would enjoy above average
incomes. This will result from increased private sector non-
traditional exports increasing to $250 million by 1997 and
increased participation of the number of firms exporting.

There will be an improved enabling environment for exporters as
measured by:

- Upgrading of Ghana in Country Risk Profiles by the
Economist Intelligence Unit from D to B.

- Twenty five of "new to Ghana" foreign firms completing
business transactions resulting from international
business promotion campaigns.

- Thirty new investments totaling over $50 million
resulting from TIP investment promotion strategy.

- Sales totaling over $5.0 million made to at least five"
new markets identified through TIP international market
information system.

The improved capacity of firms to export will be measured by:

- An increase of 35% in the nominal value of NTE's by
firms receiving technical assistance.

- Four hundred Ghanaian businesses successfully
transacting business involving sales, financing or
sourcing through strengthened trade or professional
associations.

3.6 Program Beneficiaries: Employment and incomes will increase
significantly in two manners. First, the improvements in the
enabling environment will cause new firms to enter into NTE
activities. TIP estimates that the number of registered
exporters will increase by 1,500 to approximately 4,300 by the
end of the program. Second, the private sector support services
provided by the project will help the firms to expand into new
markets and to increase in efficiency. The first set of effects
will yield an expansion of employment, and the second will cause
incomes to increase through increased profits and wages. The
exact nature of these effects will depend on which households and
persons enter as new entrepreneurs and which enter employment in
the expanded NTE sector. The following discussion addresses
these issues from the perspective of available information and
from the experiences of other countries that have enjoyed
successful export-led growth recently.
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3.6.1 Entrants into the NTE Sector: An important strategic
element of the TIP program assistance seeks to improve the
enabling environment for private export firms by improving the
policy and regulatory framework to facilitate the entry of new
firms into the NTE sector. New firms will be formed by the
existing formal entrepreneurial class, by the transformation of
small and medium enterprises from the informal sector into formal
sector firms, by former employees of these firms becoming
entrepreneurs and by the entry of international investors and
entrepreneurs into Ghana's NTE sector. By removing the policy
and regulatory barriers to entry, TIP will broaden the base of
participation beyond those currently engaged in protected
industrial and state owned enterprises to include persons from
the informal sector, from craft occupations and from the
agricultural sector. An important source of new entrepreneurs
could also be the displaced workers from the public sector and
the SOE's (about six thousand persons per year, in recent years).
It is explicitly recognized that a major segment of the trading
and marketing enterprises in the informal sector are operated by
women. Some of these women-operated enterprises will participate
directly in export related activates, others will participate by
providing services within a more integrated marketing system.

Simultaneously to removal of barriers to entry through the policy
and regulatory framework, TIP will also help broaden the base of
participation by increasing the available information and
knowledge regarding market potentials and requirements and by
improving the access to investment capital and technologies. The
delivery of market information, technical assistance and training
through the private sector component of TIP will emphasize
expanding opportunities for new firms and new products. Outreach
efforts will be required under all TIP supported activities to
promote and facilitate access by women and marginal groups to the
programs services and resources.

Most of the private sector initiatives will work with producers
and exporters associations in specific product areas. At the
present time, these associations are small, poorly organized and
lack resources. TIP will strengthen these organizations and an
important aspect of this effort will be to increase their
membership rosters. The technical and financial assistance
provided to the private sector organizations and associations
will promote broad based participation. This can be accomplished
specifically through outreach programs and membership drives,
through low dues and membership fees, through cost sharing of
training and observational tour expenses (perhaps on sliding
scales to enable participation by lower income persons), and most
importantly, through the provision of valuable services. TIP
funded activities with the private sector will be geared to
promote inclusivity of firm size, ethnicity, gender, and regions.

New firms will not only be assisted through information,



39

technical assistance, training and buyer/seller matching
activities; they will also have improved access to financial
capital as a result of the continued liberalization and
strengthening of the financial sector which will result from the
parallel project by the World Bank. This will further broaden
the scope for participation.

Before the ERP, the distortions in product markets, capital
markets and labor markets mitigated against participation and
equity. In all of these distorted markets, limited benefits were
generated at the expense of growth. These limited benefits were
then often rationed through non-market mechanisms -- only the
privileged and well connected could benefit from the artificially
created rents. As the ERP has progressed toward market
determined allocations of resources, the scope for rent seeking
and corruption has been eroded. TIP will help consolidate the
market oriented thrusts of the ERP and create opportunities where
talent and effort are rewarded by successful entrepreneurship and
not by administrative or political whims. Recent research on the
impact of the ERP on women traders indicates that women traders
have benefited from improved market access from the recent
investments in rural roads and the removal of harassment from
officials. The principal problems faced by women entrepreneurs
are the low levels of economic activity (low purchasing power),
under-capitalization, and the entry of displaced workers into
informal trading activities. The women traders of the research
cited also credited the ERP with benefits from investments in
farm to market roads, because the traders are heavy users of road
transport. Faster and more frequent trips have allowed them to
turn their scarce capital over more rapidly.

TIP thrusts are directed at expanding opportunities through
creating new markets for products that can be efficiently
produced and by providing the policy and financial environment to
allow Ghanaians to respond to these new opportunities. TIP
strategies are not a zero-sum game; rather they are strategies to
enhance the rewards to Ghana's abundant labor and natural
resources in a sustainable manner.

In addition to the entrance of new exporting firms, TIP
activities will promote linkages among firms that will also
broaden the scope for broad-based participation. For example, in
the fruit and horticultural area it is common for the larger
exporting firms to expand their output through contract farming
schemes and "outgrower" programs. In these schemes and prograns,
small scale producers are provided with technical assistance by
the processors and packers who assemble products for export.
Since the processors usually have significant fixed investments
in processing and packing facilities and since quality and
reliability of supply are important determinants of their success
in international markets, these larger firms have strong
incentives to maintain long term relationships with their out-
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growers or contract farmers. In highly competitive markets this
is accomplished through fair treatment; that is, by settling
accounts at market determined prices.

The policy thrusts of TIP will change the current bias in the
incentive systems that encourages large vertically integrated
firms to systems that encourage specialization and the efficient
division of effort among firms. This will create opportunities
for smaller firms to supply specialized marketing and other
services. For example, streamlining the duty draw-back system
will make it available to indirect exporters and to smaller
firms; currently only large firms can use it. Continued
refinement of the exchange regime will also benefit informal
cross-border exports to Ghana's neighbors, particularly into the
CFA countries. Again, many of the participants in these
activities are lower-income men and women.

3.6.2 Employment and Wage Effects: The NTE expansion in
Ghana will first develop by using low cost labor and the existing

resource base. At first employment will expand at the prevailing
wages; subsequently, as investment increases, labor productivity
(and hence wages) will increase. While information on these
aspects is not readily available, some insight can be developed *
from labor use in existing firms in the NTE sector, for example,
pineapples and textiles.

In the case of pineapples for export, information presented in
Annex I is illustrative of the likely employment effects from
expanding output in this activity. Under current labor market
conditions in Ghana, each ton of pineapple exported embodies
approximately $25 dollars of farm labor and each acre of
pineapples generates one person year of permanent employment, at
wages higher than the legal minimum wage. In the farms that use
modern production techniques, each job is created with $2000 to
$5000 of investment. Currently, Ghana exports ten thousand
metric tons of fresh pineapples per year and its neighbor Cote
d'Ivoire exports 150,000. If Ghana were to reach this level of
output it would generate approximately 7,000 new permanent jobs
in pineapple production. Additional jobs would be created in
transporting, packing and handling of the increased production.

As the production of fresh pineapples expands it will also become
profitable to produce juice concentrate for export; this would
further increase the labor absorption capacity of this sub-
sector. Furthermore, as Ghana develops the capacity to produce
and export fresh pineapples and pineapple juice concentrate, it
will also induce and facilitate the production of other tropical
fruits and juices (as well as other horticultural products) as
new ventures evolve to exploit the enhanced transportation,
handling and technological capabilities. These sectors will have
similar job creation capabilities. The fruit and horticultural
sector will generate 100 to 200 permanent jobs for each million
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dollars of increase in exports from these sectors. while these
will be low skilled jobs for fruit pickers, sorters, packers,
etc., certain job specific skills and knowledge will be
necessary, thus, these jobs will tend to pay wages above the
prevailing wage rate to insure retention of the work force.

In the case of textiles, approximately 10,000 persons are
employed in the formal parts of the sector. The prevailing wage
is approximately $2.00 per day (comparable to low skilled wages
in Indonesia). Much of the production is for the domestic
market. The potential in this sector lies in "stitch and sew"
operations for export. 1In Mexico under the "Maquiladora" scheme
these operations were able to more than double employment from
15,000 to 35,000 in five years in the mid eighties. With the
growth of the maquiladoras in Mexico, labor costs there have
begun to rise (as in other Latin American and Asian countries).
The "stitch and sew" operations produce approximately $2.00 of
value added per person-hour of labor. Thus, there is a constant
search for sources of low wage workers. Ghana's labor costs
would seem to offer an attractive advantage to establish a
significant apparel processing sector on the basis of the present
installed capacity in the textile sector. A doubling of
employment to 20,000 seems feasible in the next five years in the
textile sector if Ghana were to exploit its non-quota status
under the multifiber agreement.

A general lesson from the Asian and Latin American countries that
have experienced export-led growth is that the expansion
eventually leads to the creation of higher skilled and higher
paid jobs than the first round low wage and low skilled
activities. This effect results from investment and from on the
job training -- however, it is very important that such
development be supported by the educational system of the country
to produce trainable workers. In this process, women are often
the first entrants because they often are the under-employed.
These experiences also show that these exporting strategies have
helped to incorporate poor men and women into the economic
mainstream, e.g., Mexico.

The preceding discussion has not considered that with the
expansion of employment and incomes in the NTE sector there will
also arise important economy wide effects that will be beneficial
for poor people. The increased consumption generated by the
increased personal incomes in the NTE section will also generate
jobs in the other sectors of the economy. With enhancements in
the tax system through adoption of a VAT, there would be more
revenues to provide for public health and education services.

The increased foreign exchange earnings will also enable Ghana to
become a more attractive home for foreign direct investment in
other sectors such as tourism. Some of this investment would
come from repatriated Ghanaian financial and human capital. With
appropriate safeguards for environmental concerns, the people-
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level impacts of the TIP should be positive and broad based.
These economy wide effects will provide direct positive impacts
on the livelihood of Ghana's women and men traders as their scale

of business increases.
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4.0 IMPROVING THE ENABLING ENVIRONMENT

Ghana has achieved significant progress under the ERP in terms of
broad macroeconomic and economy wide measures to create a policy
framework for sustained economic growth. Important policy and
regulatory reforms are still needed to unleash the potential for
Ghana to rapidly increase production and exports from its NTE
sector. The trade regime in Ghana is very open and Ghana
significantly leads its neighbors in this regard. The exchange
rate regime is also flexible and transparent. The financial
sector is progressively being transformed into a market driven
system. All of these major aspects of the policy environment
need further enhancements. USAID and the World Bank will support
these enhancements through TIP and the Bank's new project.

Through discussions with the GOG, the private sector and the
World Bank, AID has agreed to focus on further improvements in
trade policy and the regqulatory framework for exporting firms.
The World Bank will support further reform of the financial
sector. The concerns for further improvement to the exchange
rate system will be addressed by the two coordinated efforts of
AID and the World Bank. That is, most of the concerns that
remain about the exchange rate system will be addressed through "
the trade policy reform initiatives supported by TIP and/or by
the financial sector reforms supported by the World Bank.

In working toward the supporting objective to improve the
enabling environment for export firms, TIP will focus on three
aspects of the policy framework:;

- Improving the policy framework.

- Reducing regulatory and administrative transactions
costs.

- Improving public sector export support services.

The interrelationship of this component is summarized in the
cbjective tree Figure 4.1.

4.1 Improving The Policy Framework: A Policy and Program Matrix
(Annex E) has been developed for TIP which relates performance
indicators to indicators for program and impact achievement.
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Figure 4.1
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There are two key elements of the policy framework which must be
addressed -- those that relate to an improved legal environment
and further refinements to the trade regime. They are both
important and interlinked. Because significant progress has been
achieved toward a neutral, transparent, and open trade regime,
the priority attention will be given to those aspects of policy
that inhibit or retard the entry of domestic and international
firms into the NTE sector.

4.1.1 Improved lLegal Environment and Transparency: The
growth of business activities is determined by the ability to

enter into inter-firm contracts and linkages. Central to this
ability is the requirement that contracts can be enforced with
reasonable certainty at low costs. At present this situation is
not fully met in Ghana as described in Section 2.1.1. There are
a number of problems that limit knowledge of laws and affect
perception of transparency. A number of actions need to be taken
to improve the situation. Efforts need to be made to ensure not
only that the rules and procedures are codified but they need to
be gazetted and printed in sufficient numbers so that they can be
easily procured by all interested parties. Conditionality under
Tranche 3 (T3) of the cash grant will require the GOG to initiate
a review of commercial codes and business regulations, lending
instruments, legal and commercial documentation in the context of
international conventions and disclosure of financial data. T4
conditionality will require the GOG to begin implementing the
findings of the review. This conditionality will ultimately
result in the consolidation, codification and publication of
commercial codes and business regulations according to
international standards and will result in a more streamlined and
consistent body of rules regulations and laws which will
facilitate business transactions. TIP will provide technical
assistance and training to the GOG to assist in the review and
implementation of the reviews findings.

The clarification of other economic regulations and procedures
are also required. 1In particular the following actions will be
undertaken by the GOG to further simply the procedures as
conditionality in TIP.

a. MOTT will by December 1993 publish i) a handbook of
gazetted import and export procedures (including
duty/sales tax schedules, export, incentives etc); ii)
exchange control regulations; and iii) foreign
collaboration procedures.

b. The GOG will by December 1993 adopt the following PSAG
recommendation concerning investment; i) the negative
list that reserves areas for domestic investment be
reduced from the present twenty to four; petty trading;
taxis and car rental; betting pools and beauty salons;
ii) that the minimum foreign capital requirement in the
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case of a joint venture with a Ghanaian partner be
reduced to $10,000; iii) the minimum capital
requirements for investment in export trading be
waived; and iv) the registration of firms be simplified
by the adoption of a new and single form the GH/92/01
and the registration is through the Registrar Generals
Department. The new consolidated form will replace the
five forms existing at present and they shall be
abolished. The manufacturing license will be abolished
and the Manufacturing Industries Act of 1971 (Act 356)
repealed so that no registration or approval from GIC
will be required.

The Investment Code shall be revised by December, 1993
to incorporate the changes in b above and to i)
eliminate most fiscal incentives; ii) remove the need
for GIC approval of investment by having the remaining
fiscal incentive incorporated into the tax and tariff
codes and granted automatically to all investors or the
basis of documentary evidence. Regarding technical
transfer the GOG will revise the guidelines according
to the recommendation of the PSAG. The revised
guidelines will make it clear that the choice of
technology is left to the entrepreneurs and that
Government agencies are not to be involved in assessing
the technical know-how to be imported. Lastly, the
PSAG recommendation providing for minimum expatriate
quotas according to level of investment without further
approval will be included in the revised code and that
the revised code is formally issued as official policy.

In addition to the above the GOG will undertake the
following analyzes in 1993-1994;

The GOG, through district assemblies and in
collaboration with traditional authorities will
commission a study to analyze and make recommendations
on the need to standardize documentation regarding
ownership, mortgage and long term leasing of land;

GEPC and FAGE will work with industry association/buyer
association/leading buyers in target markets to develop
commercial documentation that reflects the convention
and practice of those markets in order to enhance the
credibility of Ghanaian suppliers:

The GOG and the private sector, in order to instill
faith among foreign buyers in enforceability of
commercial contracts, will examine and make
recommendation on the need for the adoption of an
international convention such as that suggested by the
International Chamber of Commerce.
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The effective implementation of the above actions will greatly
clarify the rules and procedures facing private businesses trying
to do business in Ghana. Moreover, it will reduce their risks
and costs of doing business as greater transparency is introduced
into the legal framework.

The effective implementation of the measures required under TIP
will result in a significant decrease in the time required for
establishing a trade enterprise and for registration of a foreign
company. This will result in an increase in the participation
rate of entrepreneurs into the NTE sector.

4.1.2 Improved Trade and Duty Relief Regime: The ERP has
created an open and relatively neutral trade regime for Ghana.

The exchange rate mechanism allows the real exchange rate to
track a path that is generally consistent with equilibrium in the
internal and external accounts. The tariff structure has been
lowered and made relatively more uniform; the maximum tariff rate
is 25%. The trade regime excludes quantitative restrictions in
general and is based primarily on the uniform and lower structure
of tariffs. Furthermore, many inputs to agriculture are exempt
from duties. Sales taxes have been reduced.

New and/or small firms face a number of impediments to entry or
expansion into the NTE sector. These impediments include onerous
exchange control mechanisms that persist in spite of major
reforms in the foreign exchange system, the lack of apparent
transparency in terms of inter-firm contracts and linkages and
serious restrictions dealing with registration, investment and
income tax incentives.

The remaining threats to a neutral and flexible trade and
exchange rate regime arise from rigidities in the
capital/financial markets and in implicit non-tariff barriers
arising from the administration of the trade regime. For
example, in the case of the capital markets, the yields on Bank
of Ghana and treasury securities are being maintained
artificially high by the requirement of the Bank of Ghana that
the banking system purchase BOG and treasury securities. The so-
called commercial banking system is almost entirely controlled by
the state. This crowds out private investment and tends to cause
appreciation of the real exchange rate. These constraints are
being systematically addressed by the GOG and the World Bank. In
the case of the trade regime, measures that seek to neutralize
the structure of protection so as to facilitate exports, e.gqg.,
duty drawbacks, are administered in a cumbersome manner and only
larger firms are able to use the incentives. The administration
of trade at the ports and airports is made unnecessarily
cumbersome by procedures that seek to control the foreign
exchange market or by procedures that are no longer required
given the current tariff structure.
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To further improve the trade regime TIP will promote private and
public policy dialogue toward establishing a uniform tariff
structure at a low ad valorem level. This effort would
eventually be accompanied by elimination of all sales taxes and
surcharges on imports and replacing the system with an economy
wide value added tax (VAT). The World Bank will lead the tax
reform effort. Taken together, the trade regime, tax, and
financial sector reforms will provide direct benefits to the
economy, and will be reflected in a real exchange rate system
that closely tracks the equilibrium real exchange rate in the
presence of world market conditions for capital and goods. The
foundations for such a flexible exchange rate regime were laid by
the ERP; TIP initiatives will foster the remaining necessary
improvements regarding trade. Further improvements regarding
taxation and capital market flexibility will be addressed by the
World Bank in their proposed credit.

One area where TIP will intervene is in the tax treatment of
export marketing firms. As discussed in Section 2.2.2.1, the law
that limits income tax benefits to only producers acts as a
constraint to the expansion of NTE's. Since marketing firms are
not eligible to receive this tax break, this discourages the
development of export marketing firms that specialize in
marketing functions. Conditionality under T2 will require the
GOG to extend tax breaks to marketing firms, as well as
producers.

Free trade status for direct and indirect exporters will be
accomplished by a combination of the following "duty-relief"
schemes: duty drawback, duty exemption, duty suspension, bonded
warehouses, and export processing zones. A thorough study of the
functions of each of these duty relief schemes, the constraints
as they relate to Ghana and a proposed program to resolve the
constraints is contained in Annex BB. The study recommends that
the drawback system be streamlined and the benefits extended to
indirect exporters, i.e., suppliers to direct exporters of raw
materials with imported content; that duty exemption/suspension
be extended to inputs utilized by any export company involved in
manufacturing, inside or outside a bonded manufacture warehouse;
and that further analysis is undertaken to determine if an export
processing zone would attract additional national or foreign
investment into NTEs.

T2 conditionality will require that the GOG show evidence that it
has issued regulations for a streamlined duty and tax relief
system. T2 conditionality will require the following:

1. The benefit stream of the duty drawback system will be
extended to both direct and indirect exporters.

2. The application process for duty drawback will be simplified
and the refund made expeditiously. This will require that the
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current five application forms be streamlined, and that a new
line item in the Customs Excise and Preventive Service budget be
used to refund duty drawback only. The necessary legislation is
already in place and the CEPS currently operates most elements of
the duty relief system. The problems have arisen, to a large
extent, because the CEPS budget line for refunds is insufficient.
The GOG will provide funding from its general budget to provide
for the refund. Assuming a refund rate of 3% for NTE's and
assuming a 26% increase in NTEs from the 1991 level. This
implies the following NTE level and refund amount.

(MILLION $)

YEAR NTE's REFUNDS
1994 120 3.6
1995 150 4.5
1995 193 5.8
1997 250 7.5
TOTAL: 21.4

Thus, the GOG could contribute as much as $21.4 million in
refunds over the life of the program, if NTE export targets are -
met. If actual NTE's are higher or lower the GOG will adjust its
contribution accordingly.

3. Duty exemption/suspension will be extended to inputs
utilized by any export company involved in manufacturing, inside
or outside a bonded manufacture warehouse.

4. The GOG will commence a study of the potential role of
export processing zones.

Conditionality under T3-T5 will require evidence that the
conditions initiated under T2 are being implemented. Of
principal concern will be that the GOG makes the funding for the
refund scheme available through the new line item in the CEPS
budget. T3 conditionality will also require that CEPS create a
drawback office and train staff in new procedures. The office
will implement a coefficient data base with rates of drawback per
unit of output and per unit of input. The GOG will also
undertake the following studies and will implement the results of
each study as found feasible.

1) to advise on the feasibility of introducing a new drawback
scheme based on fixed schedules in order to economize on
administrative costs of the current case-by-case system.

2) to advise on expanding the duty-drawback system to apply to
sales, excise and special taxes levied on imported
materials. The duty content of fuel and lubricants used by
NTE exporters would also be refunded.
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3) to identify those raw materials that if imported into Ghana
would be used primarily for the production of non-
traditional exporters or that carry refund and tariffs.
These would then be eligible for duty exemption.

4) to expand the extent of the temporary import provision of
the customs code to extend the time limit beyond 90 days and
in providing for the duty suspension or deferment for
imported raw materials that are manufactured for export.

5) to make the concept of a bonded manufacture warehouse
available to medium and large export firms.

To assist the GOG in establishing these duty relief programs, the
project component of TIP will provide technical assistance and
training to CEPS and related organizations in developing the
appropriate programs and undertaking the appropriate analytical
studies.

The net impact of the adoption of these duty relief measures will
be significant increase in the number of firms using the measures
as measured both by firm participation and the nominal value of
NTE's. The ultimate measure of success will be the universal
participation of new NTE firms into the trade program.

4.2 Reduced Requlatory and Administrative Transactions Costs:

Administrative and regulatory bottlenecks are, perhaps, a more
severe impediment to export growth than policy rigidities. For
example, the documentation requirements and clearance procedures
for export shipments are cumbersome, costly and time consuming.
They limit the scale of operations, absorb scarce entrepreneurial
talent and add risk and uncertainty to export transactions. Some
of these requirements and procedures arise from the desire to
collect taxes and restrict foreign exchange flight. As the
policy framework has become more open and neutral, many of these
procedures needed to be eliminated or streamlined.

The GOG requires that first time exporters pre-pay foreign
exchange surrender requirements, as well as the GEPC minimum
pricing requirements described in Section 2.2.2.1. It is
important that these outdated regulations be struck from the
books. Therefore T2 conditiocnality will require that the GOG
eliminate:

(1) The requirement that first time exporters pre~pay their

foreign exchange surrender requirements prior to
obtaining Bank of Ghana clearance on their A-2 form;

(2) Official guideline minimum prices set by the GEPC.

There is a requirement that firms furnish their tax clearance
certificate from the IRS to demonstrate that they are not
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delinquent in paying corporate taxes. New firms are required to
pay an estimated tax quarterly, in advance, in order to obtain
the tax clearance certificate. This too constitutes a
significant cost for small firms with little capital. Exporting
firms must furnish a certificate from GEPC to prove they are
exporters, and that they have paid their fees to GEPC. Not only
does this add a cumbersome step to exporting, but it reveals the
impeding nature of the existing institutional framework.
Additionally, T2 conditionality will require that the GOG
eliminate the GEPC required export documentation of the IRS
certificate.

T2 conditionality will also require the GOG to establish a
strategic plan to streamline export processing and documentation.
An excellent starting point for this will be a recent study
funded by AID through a local consultant which identified the
principle bureaucratic constraints to NTE expansion. The study
is contained as Annex Z. The constraints identified are of a
"nuts and bolts" variety and are too cumbersome to mention in
detail in this paper. However, specific processing constraints
include:

- Duplication of data on forms to be completed.

- Excessive and expensive customs entry and banks A2
forms to be processed.

- The inability to amend A2 forms to redirect NTE exports
to a new consignee.

- Irregular and unacceptable working practices of custons
officials.

- The absence of internationally acceptable quality
control certification for non-traditional export
products at entry points.

The overall objective is to reduce the time required for clearing
NTE shipments to one day by the end of the program. Actual
current processing time can take up to seven days. The plan
would provide for the establishment of a streamlined procedure
for clearance of export shipments. This effort will be focused
on reducing documentation and inspection to those steps necessary
for statistical, health, environmental, prevention of illegal
activities and security reasons. The GOG will institute "pre- .
inspection" services away from the ports and authorize the
Customs Excise and Prevention Service (CEPS) to receive
documentation on behalf of other GOG agencies. CEPS and security
agencies will be assisted in developing modern and streamlined
inspection and clearance procedures.

TIP will provide short-term technical assistance and training to
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CEPS, and related organizations, including assistance in
streamlining their requlations. Appropriate personnel will visit
first-hand modern processing facilities in other third world
countries that have adopted progressive trade regimes.

T3-T5 conditionality will require evidence that the GOG is
implementing the strategic plan. The impact of the
conditionality will be monitored through the TIP monitoring and
evaluation component. All of these measures will greatly reduce
transactions costs and would increase profitability of export
firms and increase Ghana's competitiveness in export markets.
They would have the same effect as a permanent real devaluation
of the exchange rate. These measures would also signal to the
business community that the GOG is serious about supporting
private sector investment and exporting. Importantly, they would
encourage informal sector firms to become part of the business
mainstream.

4.3 Improved Public Sector Export Support Services: There are a
number of vital public sector services and functions that are
required if TIP is to meet its objectives. These functions deal
with assuring the coordination and monitoring of TIP activities;
providing a sound analytical basis for policy reform; and
providing support to the private sector in trade and investment
promotion.

4.3.1 Improved Process for Policy and Requlatory Review:

4,3.1.1 Coordination of the Public Sector Program: Countries
which have pursued export led growth strategies have committed

significant resources and time in laying the groundwork before
the real rewards - significant increases in economic growth -
were achieved. It will take development of appropriate financial
institutions and credit mechanisms to foster exports. The
operations of various Ministries may have to be redirected.
Ghana's infrastructure needs may have to be rethought in terms of
roads, ports and communications in order to achieve results.
Results will require a rethinking and restructuring of the way
Ghana has done this in the past. Success will require the right
policies and the implementation of these policies, as well as the
development of improved roads, ports, water, electricity and
communications. The success of TIP requires a sound commitment
from the highest levels of the government and the private sector.
This in turn requires coordination of effort and the
privatization or liberalization of the GOG actions required.

Currently, there are at least eight Ministries, along with
numerous departments and other public sector entities, that could
impact directly or indirectly on the activities proposed under
TIP. Figure 4.3, lists the relevant Ministries and public sector
organizations under themn.
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FIGURE 4.3
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It is clear from the Table that there exists a diversity of
interests that could potentially impact on the implementation of
TIP.

A key design concern of TIP has been the need to assure that the
policy component is properly administered and coordinated
throughout the GOG bureaucracy. After extensive discussions with
the GOG, the following administrative and coordination mechanisms
have been developed. '

Overall program coordination will be accomplished through an
intergovernmental Trade and Investment Management Unit (TIMU).
The permanent Unit will be chaired by the Secretary of Trade and
Tourism and will consist of Secretaries, their Deputies or
operational heads of the Ghana Investments Center, the Ministry
of Finance and Economic Planning, The Ghana Export Promotion
Council, a representative of the private sector and the
USAID/Ghana Mission Director. Ad Hoc membership to the Unit will
consist of the following Secretaries, their Deputies or
operatiocnal heads: the Ministry of Transport and Communications,
the Ministry of Roads and Highways, the Ministry of Lands and
Natural Resources, the Ministry of Industry, Science and
Technology, the Ministry of Agriculture, the Ministry of
Interior, the Ministry of Justice, and the Environmental
Protection Council. The purpose of the Unit will be to: 1)
assure that all policies, laws, administrative procedures and
regulations required under TIP are implemented and understood by
the GOG bureaucracy:; 2) coordinate all policy planning with
regard to nontraditional exports and investments; 3) institute
and coordinate awareness and training programs regarding export
and investment related activities, both as a way of fostering the
importance of the export sector to the future growth of Ghana and
as a way of developing the appropriate procedures and skills in
order for the relevant ministries and organizations to
appropriately implement the operational programs of their
respective organizations. It is estimated that TIMU meet every
six months or more often if needed.

The decisions and day to day activities of the Unit will be
implemented and administered through a Trade and Investment
Management Office (TIMO) that will be established within the
Ministry of Trade and Tourism. TIMO will be empowered to
implement all decisions of the Unit and to interact directly with
all Ministries and organizations related to the implementation of
the Unit decisions and recommendations.

TIMO will be headed by an MOTT Officer of Director - Grade status
who will report to the Minister of Trade and Tourism through the
Chief Director. This individual will be recruited from the ranks
of the Ministry of Trade and Tourism, be seconded from another
public sector organization or be recruited from the private
sector. The Director will be assisted by a number of liaison
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officers, along with appropriate staff, a training officer, and a
monitoring and evaluation officer. TIMO personnel will be
recruited from the civil service and/or the private sector. All
salaries and benefits will be in conformance with existing GOG
policies. The Director will also be assisted by a long-term
advisor provided under the project component who will assist the
TIMO in coordinating the various aspects of the Program, as well
as serving as the Chief of Party for the public sector technical
assistance program under TIP.

Each of the liaison officers will be recruited at the Office
Director level, and will be responsible for coordinating the
implementation of a specific area of concern with the appropriate
organizations. For example, the Policy/Tax/Tariff Liaison
Officer will be empowered to deal directly with all public sector
organizations dealing with such matters. Organizations include
the Ministry of Finance and Economic Planning, the Customs,
Excise and Preventive Service, the Internal Revenue Service and
the Ministry of Trade and Tourism. Similar liaison functions are
envisioned for the other principal areas of intervention in the
AID program. Other liaison officers are anticipated for: 1)
legal/administrative/procedural/infrastructure affairs; 2)
financial sector affairs; and 3) private sector affairs. (See
accompanying Organization Chart for a more detailed description).

The Training Officer will have a vital role to play in the
implementation of TIP. Working with the Liaison officers and
directly with Ministries and public sector organizations the
Training Officer will develop appropriate programs to instill an
awareness of the importance of exports to the future growth of
Ghana. These can be short-term formal and informal informational
exchanges as the various reform programs are implemented through
the GOG. Again working with liaison officers and organizations,
the training officer could identify key procedural modifications
and needs required to make the reforms work. Ministries and
organizations would then be provided technical assistance and
training to develop procedures and provide staff training in the
implementation of the procedures.

As TIP is implemented, TIMO will begin the implementation of a
Young Professionals Program, geared toward increasing the skills
of "the best and the brightest" middle level staff in Ministries
associated with the administration of trade and investment. The
purpose of the program will be to build an "esprit" and awareness
of the importance of exports to the future of Ghana. The Young
Professional's Program will be initiated at the Ministry of Trade
and Tourism, then at other relevant ministries and organizations
as resources and interest permit. Training in computer skills,
program analysis and report writing are envisioned, as well as
other identified training areas. Resources will be allocated to
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train up to 100 mid-level staff a year through the duration of
TIP. Training will be implemented through existing institutions
such as The Ghana Institute of Management and Public
Administration, The Management Development and Productivity
Institute and through the tralnlng programs of NGO's and private
consulting firms operating in Ghana.

The Young Professional's Program will combine staff training,
professional and institutional development, and policy

advising - with technical advisers working as part of Ministry
teams providing a full range of practical, on-the-job training,
and where necessary classroom and/or overseas training. For
example, Jjoint research papers are prepared between the advisor
and the Ministry staff, rather than the advisor preparing papers
on their own. This process institutionalizes the policy advice
and the research skills. In conjunction with these functions,
the advisors also provide policy advice to government leadership,
as required.

Public Sector training funds provided under the current Human
Resources Development Assistance Project will be made available
for short-term participant training to the U.S. and third world
countries for specific skills training. These funds are
currently managed by the Ministry of Finance and Economic
Planning but will be programmed in the future in conjunction with
TIMO training needs. Short-term participant training funds
available under the project component of TIP will also be
programmed through TIMO.

TIMO will also have a monitoring and evaluation officer in charge
of coordinating the impact monitoring and evaluation of TIP.

More details of this function are presented in the Monitoring and
Evaluation section.

The establishment of the Trade and Investment Management Unit and
Office, along with a first year's budget and action plan, will be
a condition precedent to Tranche 1 of the cash grant. Subsequent
years conditionality will require the GOG to submit an annual
budget for the Unit and TIMO, a yearly action plan for
implementation, in addition to report on how funds from the
previous year were utilized.

The GOG will fund the entire cost of the Unit and TIMO as part of
its contribution to the Trade and Investment Program. AID
project resources in the form of technical assistance will be
utilized for particular aspects of the development and
implementation of TIMO and its program. Mission anticipates
limited use of expatriate technical assistance in this regard, as
there is an adequate pool of Ghanaian technical assistance upon
which to draw.
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4.3.1.2 Improving the Capacity for Trade Policy Analysis and

Review. In addition to TIMO, which will coordinate policy
change, TIP makes provision for the strengthening of the Ministry
of Trade and Tourism's Trade Policy Unit (TPU) to build the
capacity of the GOG to undertake the analysis of relevant policy
issues necessary for the long-term service of Ghana's Trade and
Investment program. The TPU was created in 1991. The principal
functions of the Unit are:

-- provide information and statistics on trade to policy
makers;

- analyze data; and

- analyze constraints to increased exports.

Three economists have been assigned to the Unit. The TPU has
been developing data sources, computer facilities, offices and
providing some analysis to date. However, the range of questions
that can be addressed at this point is limited by the
availability of data, staff technical knowledge, research
materials, computer capability, the need for Ghanaian and
expatriate technical assistance and other support.

An initial task for the TPU will be to develop an adequate data -
base. This will include collecting and entering into a computer,
data on basic trade flows. Given the lack of needed data, a
substantial part of the first two years of TIP activity will be
dedicated to improving data availability.

In addition to data collection and entry the TPU will undertake
the following activities: 1) monitor the real exchange rate and
enter into policy dialogue with BOG and MFEP to advocate for an
exchange regime that allows the real exchange rate to remain
aligned with the long run path of the equilibrium real exchange
rate; 2) monitor monetary and financial market events to serve as
an early warning system for exchange rate misalignments that
might arise from conditions in the capital markets; 3) monitor
trade policy (tariffs, incentives, taxation and regulations) to
serve as an early warning system for possible exchange rate
misalignments which might arise from changes in the trade regime;
4) monitor terms of trade and other external determinants of the
real reexchange rate to advocate for the necessary policy
adjustment to maintain the real exchange rate on its desired
path; 5) monitor the tariff regime and the duty relief schemes to
advocate for neutrality in the trade regime; 6) monitor the
structure of protection and the competitiveness of specific
sectors of the economy to provide information to policy makers
and to the private sector; 7) undertake special studies on trade
related issues to contribute to an informed process for policy
and regulatory review.

TIP will provide technical assistance and training to strengthen
the TPU. A long-term advisor with specialized skills in trade
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analysis will be assigned to the Unit to familiarize staff
members with methodology and analysis appropriate to trade policy
analysis. Short-term technical assistance will also be provided
to respond to specific issues which the policy unit must
confront. TPU will be provided with needed research materials,
including international data and databases, books on trade
policy, magazines, scholarly publications, publications of other
governments, as well as publications of GATT, UN, IMF and World
Bank. TPU will also require additional computer facilities such
as two 486 machines with 300 meg hard discs, plus additional
printers and software, as well as computer training for its
staff. The GOG will provide adequate budgetary support to assure
that the Unit is operating at a sufficiently high level to be
able to make a significant contribution to trade policy. It is
expected that the TPU will contract a significant part of the
analytical studies anticipated over the next five years. The
costs of local consultants will be part of the GOG contribution.
AID will supplement this with short-term technical assistance as
needed.

Effective coordination, institutional strengthening and awareness
building will significantly improve the functioning of the
principle public sector organizations serving the private sector:
exporters. Similarly, building a capacity for improved policy
analysis and regulation will permit the GOG to develop and
monitor the program more in line with private sector needs.

4.3.2 Improved Business Environment for Non-Traditional
Exports: Export and Investment promotion are two important

ingredients of a successful export promotion program. Firms need
the information and support provided by export and investment
promotion agencies to acquire knowledge on markets and where they
might export, to acquire contacts with foreign buyers, to access
technology directly or indirectly from foreign investors etc.
Moreover, export and investment promotion organizations should
serve as agents of change within their own country, training
exporters, identifying needed changes in procedures and
legislation holding back exports and foreign investment then
lobbying vigorously for the changes.

As discussed in Section 3.3.1 these functions, while typically in
the hands of public sector organizations; which due to little or
no support in the business community, inadequate funding, poorly
paid and/or unqualified staff and being public sector
organizations; see themselves as part of and needing to respond
to the Government. Experience from around the world has shown
that if export and investment promotion is to succeed the
functions must be shifted from governmental to guasi-governmental
or private organizations.

At present export and investment promotion is handled by two
public sector organizations GEPC and GIC. There are at present
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no existing private sector entities handling or capable of
handling these functions. Therefore, TIP will utilize a two
track approach to deal with the situation. Given the need for
export and investment promotion services now, TIP proposes to a)
convert the present organizations into more effective quasi
governmental organizations while b) establishing the basis for
the development of effective and sound private sector
organizations that can assume greater export and investment
promotion roles in the future.

In making GEPC and GIC more effective organizations, TIP will
draw upon the lessons learned from other countries. TIP
conditionality will require the conversion of GEPC and GIC into
quasi governmental organizations with an active private sector
membership on the Board of Directors, with revised and narrowed
responsibilities only related to promotion activities, with all
regulatory responsibilities eliminated or, if deemed essential,
transferred to another organization. The salary and staffing
levels of both GEPC and GIC would be adjusted to reflect the new
responsibilities and attract the right staff. Unqualified and
unneeded staff would either be released or retrained. The GOG
will commit itself to meeting the budgetary needs of both
organizations, including paying end of service benefits if that
is required. TIP project resources will be available to assist
both GEPC and GIC to define and implement their new roles.

The Mission believes that above strategy will improve the
efficiency of the public sector service providers and provide
both foreign and domestic exporters and investors with needed
services that would not be available otherwise. The proposed
reorganization and provision of private sector leadership through
the Board of Directors would assist them in developing improved
linkages and credibility in the private sector. A private sector
Board of Directors taking a vigorous oversight role would remind
both organization that they are not public sector organizations.
The removal of regulatory responsibilities from both
organizations would also further strengthen private sector
linkage and support. The establishment of a quasi governmental
role would allow the paying of higher salaries. This combined
with GOG commitment to support the budgets of the reorganized and
restructured institutions at levels required to do the job will
mean that morale and efficiency of these organization will
improve.

4.3.2.1 The Role of the Ghana Export Promotion Council: The
GOG reactivated the Ghana Export Promotion Council (GEPC) in the

mid 1980's. GEPC, under very able leadership, has been able to
initiate some activities in expanding the sector. The GEPC was
forced to assume many activities which ordinarily would not be in
its purview because of the inability or unwillingness of the
private sector to take a more active approach to NTE's. This has
changed and the private sector, with GOG concurrence, is willing
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to become a more proactive partner in NTE expansion. The lack of
resources also required the GEPC to impose registration fees on
exporters as a way of paying its expenses. These, along with the
GEPC regulatory role, have established conflicting
responsibilities for the organization.

One of the primary functions of TIP will be to assist in defining
the proper organizational structures and roles of GEPC as well as
the Ghana Investment Center (GIC) in supporting private sector
led export and investment growth.

A principal objective of TIP will be the conversion of both GEPC
and the GIC from governmental institutions to quasi-governmental
institutions.

Tl conditionality will require that the GOG name a Board of
Directors to the GEPC. The membership of this Board will
represent the principal professional organizations dealing with
NTEs, the Ministries of Finance and Economic Planning, Trade and
Tourism and relevant private sector organizations. The Board
will be given overall responsibility for the establishment and
direction of all GEPC activities.

The principal responsibility of the GEPC Board during its first
year will be to develop a strategic five year plan for the
transformation of the organization to a true private sector
support organization. This will entail the development of a
total restructuring of the organization defining the role of GEPC
in relation to: g

(a) The emergence of private sector organizations resulting
from increased private sector dynamism resulting from
an export led growth strategy.

(b) Conversion of the organization into a trade
facilitation oriented organization devoid of executing
regulatory and direct product development functions.

(¢) Examining the mandate, current functions and operations
of the Ghana Timber Export Development Board, Forestry
Inspection Board, Minerals Commission and the Cocoa
Marketing Board to assess what the implications are for
a redirected GEPC.

(d) The feasibility of merging the GIC and GEPC.

(e) Determining, in conjunction with AID, a technical
assistance program to implement the new GEPC promotion
program. The elements of the program and related
technical assistance will consist of:

i, Developing a NTE promotion policy statement and
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underlying rational.

ii. Preparing a short to medium-term institutional
development plan for GEPC which would be detailed
in a strategic plan. This plan would be comprised
of 1) specific goals and objectives of the agency;
2) the main elements of the work program and an
action plan for the coming year; 3) the sequence
of its activities; 4) its relationship to other
parts of the Government; 5) its organizational
structure and staffing; 6) technical advisory
inputs and 7) physical and fiscal requirements.

T2 conditionality will require the GOG to submit an approved
Strategic Plan for the GEPC along with suitable budgeting
resources.

T3-T5 conditionality will require thatsthe GOG fund and implement
the Strategic Plan.

TIP will provide technical assistance in the development of the
Strategic Plan as well as assistance in the implementation of the
Plan. The GOG will provide the necessary budget support as part:
of its contribution.

4.3.2.2 The Functions of the Reorganized GEPC

The private sector support role envisioned for GEPC encompasses
the following areas:

a) Providing adequate and timely information and data to
exporters

b) Providing referral services

c) Providing ombudsman and advocacy services

d) Promoting Ghana and Ghanaian exports.

It is expected that the development of these programs can take
place concurrently with the development of the Strategic Plan and
that implementation will begin before T2 conditionality is met.

a) Information and data: A principal role of GEPC will be
to provide primary market and promotional materials, serving as a
source to potential investors, as well as to buyers. The
following services, among others, are anticipated:

- Produce and Maintain General Business Information -
GEPC will produce and make available specific details
with respect to doing business in Ghana. Included
would be particulars of the Ghanaian Commercial Code;
relevant legislation and regulations; investment
guides; corporate and personal tax data; export and
import requlations; and other relevant information.
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- Develop Market Information System -~ GEPC will collect
and maintain accurate commercial data. The data it
maintains should not only reflect facts relating to the
Ghanaian economy, including exports and imports, but
also information on the World markets for the same
products. This information could be utilized to
identify new target markets where Ghanaian commercial
interests might be aimed. This knowledge will not only
be of use to the Ghanaian commercial sector, but also
to overseas investors and buyers as well. Such a
system will include: world production and trade,
disaggregated by major producers, importers and
exporter; evolving technologies (potentials and
problems) in the major producing countries; marketing
issues, such as technical and quality aspects, grades,
standards, processing, packaging and presentation
requirements; price trends for different products;
presentation of the various products for each of the
major exporting and importing countries; specific
"situation topics for and important events" in major
trading countries; an assessment of the "industry-wide"
prospects for Ghana. This information would be readily
available to all user via special bulletin and periodic
reports. These exports could include directories of
major firms in each country. Based on these exports it
may be possible to identify a number of new market
opportunities, with sales potential to at least portion
of these new identified markets. The Mission has
established the identification of at least five new
markets with sales amounting to $5.0 million as an
achievement target for the market information system.

b) Referrals: The GEPC will also provide a valuable
referral service, directing potential overseas investors and
buyers to the appropriate association(s) and to the appropriate
agencies of the GOG. In this capacity the GEPC will serve as the
connection, establishing marketing linkages, not only between
private sector entities, but also between the private and public
sectors. In support of this effort, GEPC in collaboration with
GIC can undertake a program of contracting appropriate
international traders and buyers, and persuade them to open
offices or relationships in Accra.

c) Ombudsman and Advocacy: The GEPC will offer a third
valuable function, that of providing a special forum for a wide
range of different commercial interests and industries. As
Ghanaian business opportunities develop and new competitive
advantages evolve, the need for a rapid response by both the
commercial and government communities will be imperative.
Communication of these changes and the appropriate responses can
be done through a single choice - the GEPC. An office directly
advocating on behalf of the business community to the GOG can
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best achieve effective results.

This ombudsman role may help in making government aware of the
requirements to reform certain commercial procedures (export
licensing, for example) and adopting new ones as the market
develops new levels of sophistication. Furthermore, the GEPC can
conform the concerns and needs of the Ghanaian business
community, as well as those of overseas buyers and investors,
thus enabling the GOG to respond rapidly.

d) Promotional Activities: Another important support role
will be to publicize Ghanaian exports to the international arena.
The GEPC can be the leader in publicizing "made in Ghana' quality
standards, as well as identifying quality workmanship and
products with Ghana, to increase the nations reputation in
business. Critical to this role will be overseas Mission which
will: (i) provide access and information to prospective overseas
buyers and investors; (ii) maintain a pulse on critical markets
so that the Ghanaian commercial community can react; and (iii)
provide structure for exporters to use in promoting their own
products.

The successful creation of the long-term strategy for export
promotion will provide an appropriate public sector support
mechanism for private sector expansion of NTE's. This will
result in identifying key markets and providing information and
support to the private sector.

4.3.2.3 The Role of Public Sector Investment Promotion: A
similar TIP requirement will be the establishment of a quasi
governmental investment promotion agency.

To assist in doing this, T1 conditionality will require that the
GOG invite the Foreign Investment Advisory Service (FIAS) to
assist the GOG and the private sector to develop an Investment
Promotion Strategy (IPS) for Ghana. FIAS will provide advisory
services to work with the GOG and the private sector in a three
phase program to develop an IPS. The IPS will have as a central
focus, the development of an environment and framework to
encourage private foreign investment in many forms, including
joint ventures and direct investment.

The FIAS program will be implemented in three phases over a 24
month period.

Phase I will include revision and enactment of the Ghana
Investment Code and promotion of an Investment Policy Statement.
These activities will take place between T1-T2.

Phase II will be initiated following enactment of the amended
investment code which will establish the structure and mandate of
the restructured GIC with a Board of Directors predominately from
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the private sector. The output of phase II will be a medium-term
plan which will recommend: the specific objectives of the
restructured GIC; the main elements of its work plan and an
action plan for the next year; the modalities of its relationship
with other parts of the Government and the private sector; its
organizational structure and staffing; and the technical
assistance requirements. The plan will also consider the
implications of merging GIC and GEPC. FIAS would be in a
position to provide technical assistance in areas such as: the
initial development of investor information and an investor
tracking system and the formulation of regulations to implement
the new Investment Promotion Act.

At this stage, improvements in the investment environment and in
domestic and foreign investor attitudes toward it should be an
initial focal point of the restructured GIC's concern to set the
stage for later pro-active promotion. The Investment Policy
Statement would have highlighted many areas for reform. FIAS
would briefly review: first, the status of reforms of the
environment for private investment (policies, laws, regulations,
institutional arrangements); second, the basis of comparative
advantage in Ghana; and third, local and foreign investor
attitudes towards investment in Ghana. This would help to ]
identify additional practical measures that the Government should
take, as well as the work program implications for the new
restructured GIC. This review would be based on research and
interviews with Government officials and the private sector
within Ghana and outside (U.K., U.S).

In addition to institution-building inputs left in the field, a
written report would be delivered to the Government. This phase
would lay the basis for later FIAS introduction of computer-based
management information systems, and for the other efforts
described below under phase III.

During Phase III, FIAS will conduct a training seminar to help a
selected group of Government and private sector representatives
begin to formulate a strategic plan for investment promotion.
During the seminar, participants will generate a strategic
overview of Ghana's objectives in relation to foreign and local
private investment for a ten to fifteen years period, plus a
promotional agenda for the Government to realize those
objectives. Later, as the restructured GIC gains experience, it
will progressively refine the objectives and agenda in concert
with other branches of the Government. The draft of the
resulting strategic plan should, if possible, be shared with
Cabinet officials and then with the nation through, perhaps, a
national conference designed to build consensus and to foster a
promotional mentality throughout the country.

To assist the Agency define and test its promotion strategy
abroad, FIAS would seek to identify worthwhile foreign investment
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promotion targets (i.e., specific industries and/or investor
groups) and catalysts to use in approaching them. This study
would include a pilot exercise and will also elaborate and
recommend techniques and methods of investment promotion. This
exercise, which would possibly be initiated in mid 1994, would
take at least 6 months to complete and the product would be a
report on Foreign Investment Promotion Strategy.

Conditionality under T2-T3 will require the GOG to demonstrate
that the investment promotion strategy is being developed.
Conditionality under T4-T5 will require the GOG to demonstrate
that the strategy is being implemented. AID will provide funding
for the FIAS technical assistance program. AID will also provide
up to $300,000 in technical assistance for additional assistance
which the restructured GIC may require as a result of the
development of the phase II institutional strengthening program
for the Agency. The GOG will contribute all local currency
needed to operate GIC and the Investment Promotion Strategy over
the life of TIP.

Assistance to Ghana in developing and implementing an Investment
Promotion Strategy is essential to assure the continued expansion
of private and foreign investment in the NTE sector. A properly:
restructured GIC could be the engine for providing this vital
information exchange and in providing needed private and foreign
investment in Ghana.

4.4 The Public Sector Support: TIP will provide approximately
$6.2 million for appropriate support to assist the GOG with the
analytical resources to meet the conditionality requirements
under TIP; provide support for the institutional strengthening of
the key GOG institutions identified; and increase awareness among
Ghanaians about the key issues confronting Ghana regarding trade,
investment and economic concerns.

4.4.1 GOG Suppert: The GOG will require short-term technical
assistance to meet some of the conditionality requirements under
Tranches 2 and 3. Specifically, the conditionality dealing with
the design and implementation of the duty drawback and duty
relief system and the streamlining of export processing and
documentation requirements will require technical assistance due
to the fact that GOG has no or limited experience in developing
or effectively implementing such systems. Specific assistance
will be provided to assist CEPS to design and manage the duty
drawback system, as well as computerize the system; establish the
duty drawback office and train staff; and undertake necessary -
studies in conjunction with the development of other duty relief
programs, such as, studies of Economic Processing Zones and
bonded manufacturing warehouses. Support will also be provided
to assist the GOG in modernizing appropriate laws and codes to
make them more transparent and conform to international

standards.
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4.4.2 Institutional Support: Institutional support will be
provided through the services of a long-term advisor, for a 24
month period, to the Trade and Investment Management Office to
assist the Office in its coordinating, training and monitoring
and evaluation role. Specific objectives of the advisor include:
1) contribute to the development of position papers and action
memoranda which will serve as the basis for inter-agency
agreements for the implementation of TIP and World Bank
conditionality, policy reform, regulatory and legal improvements
and general support by the GOG to the private sector; 2) assist
in establishing a monitoring and reporting system to track
progress in meeting conditionality and in accomplishing the
legal, policy and administrative reforms necessary to improve the
enabling environment for firms; 3) assist in fulfilling all
necessary reporting requirements for AID and 4) serve as team
leader for the institutional contractor. In addition, short-term
assistance will be provided to TIMO to establish a database and
reporting systenm.

In addition, TIP will provide the services of an experienced
trade economist for a 36 month period to the Trade Policy Unit of
the Ministry of Trade and Tourism to assist in the development of
the TPU. This individual's services will be supplemented by
appropriate short-term assistance for specific institution
strengthening tasks and for analytical studies when it is
determined that there is not a local capacity to perform the
studies. Scopes of Work for both the TIMO and TPU advisors can
be found in Annex EE.

Short-term technical assistance will be provided to Board of
Directors of the Ghana Export Promotion Council, to assist in the
design and implementation of GEPC Strategic Plan. Additional
short-term assistance will be provided in specific areas to be
determined as part of the Strategic Plan. Illustrative areas
includes: 1) the development of a data base; 2) the development
of promotional material and information; 3) the development of
international market potentials for Ghanaian products; 4) the
development of promotional material; and 5)the design of the
marketing information system.

The technical assistance requirements identified for GOG and
institutional support will be provided through an institutional
contract with Sigma One, an 8(a) firm. Sigma One has extensive
experience in the type of analytical and support work
anticipated. The total amount of the contract will be under $3.0
million and therefore is within the current Africa Bureau
threshold for formal competition within the 8(a) contracting
mechanism. Contracting with a firm will allow TIP to provide
timely analytical and support services to the GOG so that reforms
can be implemented and begin to have an impact on the private

export sector. '
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Technical Assistance to the Board of Directors of the GIC to
restructure the organization and to formulate and assist in
implementing an investment promotion strategy will be provided
through a grant to the Foreign Investment Advisory Service
(FIAS). FIAS will assist in undertaking a review of the
legislative and regulatory framework that governs domestic and
foreign investment and will prepare an agenda for legislative and
policy reform. Such an agenda will be issued as an Investment
Policy Statement which will be prepared with FIAS assistance.

In addition, FIAS will make specific recommendations about
improving the investment environment in Ghana and about promoting
Ghana with the international investment community. TIP
anticipates further assistance, after the initial FIAS
assistance, in implementing various aspects of the Investment
Promotion Strategy. This assistance would be in the form of
specialized technical assistance and training. The specifics of
any further assistance will not be known until after phase 2 of
the FIAS program. Mission has programmed $300,000 for this
purpose.

Mission has programmed $900,000 over the life of the program for
discrete analytical studies and short-term training for both the
public and the private sectors. The trade and investment sector:
is becoming increasingly dynamic. It will be necessary to have
adequate resources to respond to developing needs. These needs
may take the form of responding to the need for market analyses,
for an analytical study, or specific training needs. To be able
to respond, Mission has programmed sufficient funds to address
specific needs as they arise. This component will be implemented
by Mission with the concurrence of the GOG. Assistance will be
provided through buy-ins to central and regional projects,
through appropriate IQC mechanisms, and through local consultants
and training institutions.

Support will also be provided to the public sector through
short~term participant training. 1In the first two years of TIP
training needs will be addressed through funds already allocated
through the regional Human Resources Development Assistance
Project (HRDA). A total of $500,000 has been programmed under
HRDA for public sector support. These funds will be supplemented
by an additional $500,000 in TIP resources. The utilization of
these resources, both HRDA and TIP, will be coordinated through
the training office of the Trade and Investment Management
Office. It is expected that approximately 60 participants (30
from HRDA and 30 from TIP) will benefit from the training during
the life of the program. Participants will be selected according
to criteria which will be linked to directly or indirectly
assisting in achieving the objectives of TIP. First priority
will be given to those staff who are assigned in organizations
directly involved in the implementation of TIP, such as the
Ministry of Trade and Tourism, The Ministry of Finance and
Economic Planning, CEPS, the Bank of Ghana, and GEPC. Second
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priority will be given to those individuals recommended as part
of the Young Professionals Program. Special consideration will
be given to women participants. Criteria under HRDA requires
that one third of the participants selected be women. TIP will
continue with that criterion.

4.4.3 Increasing Public Awareness of Trade Issues: TIP will
provide assistance to present various tOplCS of importance

regarding trade, investment and economic policy to the GOG,
private sector organizations, the academic community and the
public at large. To do this the Mission has entered into an
inter-Agency agreement with the United States Information Service
(UsIs), to 1mplement a program whereby visiting US professors
come to Ghana and give a series of lectures relevant to policy
issues under TIP. Another aspect of the program is to have
short-term professorships open to selected US scholars in the
area of trade policy, international marketing and other related
subjects at the University of Ghana. AID and USIS have already
entered into an inter-Agency Agreement, utilizing PD&S funds.
Mission has programmed approximately $200,000 from TIP to
implement the program after the first year.
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5.0 IMPROVING THE CAPACITY OF FIRMS TO EXPORT

5.1 Private Sector Strateqy: Experience in Asia and in other
parts of the world has shown that successful export promotion
programs rely on the initiative of the private sector firm.
Whereas the public sector's role is to create the environment
which encourages foreign sales, the private sector's role is to
"do business" in increasing exports. Doing business in the non-
traditional export sector requires private sector firms to
cultivate the contacts, penetrate markets, develop strategies,
and remain competitive through product evolution and development.
Private sector business associations play a mutually supporting
role to firms in export promotion. They speak in a concerted
voice to address systemic problems adversely affecting the
performance of private business, such as working capital, poor
infrastructure or inadequate storage facilities. Private
business associations act as intermediaries in channeling
services to their members. Importantly, business associations
promote the interests of the private sector and influence
policies and regulations formulated by the government to ensure
that the environment is right for conducting its business.
Consequently, the private sector is in the best position to
determine the nature and level of assistance it requires to
expand non-traditional exports.

The TIP strateqy is to create and build commercial linkages
between NTE producers and suppliers in Ghana and suppliers and

buyers in the U.S., Europe and Asia. These linkages will be
created through a Training, Technical and Marketing Assistance
Program (TTMAP). These commercial linkages will result in
technology transfer for the full chain of NTE activities --
production, marketing and finance. With these international
linkages with international businesses, buyers and marketers, and
industry commercial service providers, Ghanaian firms will
develop the capacity to produce what buyers want, rather than
focusing -- as most export development efforts have done up to
now -- on helping firms market their existing output. This
combination of development assistance with commercial business
development practices will speed up the learning processes
required by developing country firms to deal successfully with
international market requirements. This innovative strategy of
building international commercial linkages will envelop and
determine the nature of all assistance provided to NTE firms and
business and professional associations throughout the entire
program and is the gateway to achieving the project's objectives.

5.2 OQutputs: TIP, using the commercial linkage approach, will
improve the capacity of Ghanaian firms to export non-traditional
products. This objective, which corresponds to output number 2
in the Objective Tree and Logframe, when achieved, together with
an enabling environment (output number 1) and improved financial
services (World Bank program output), are necessary conditions to
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attain the program purpose of increased non-traditional exports.
Built on the basic principles of business management, TIP will
achieve this objective by implementing activities which will
assist firms and business associations in four primary,
interrelated ways: 1) to improve firms' capacity to market non-
traditional exports; 2) to improve firms' ability to produce to
export market requirements; 3) to improve firms' capacity to
obtain financing; and 4) to improve services by business
associations to their members. These objectives are summarized
in Figure 5.1 the "Objective Tree" for this component.

5.2.1 Improved capacity to Market Non-traditional Exports:

Ghana in the last eight years has been able to increase non-
traditional exports from a level of approximately $1.0 million to
over $62 million dollars. Whereas as this growth shows
remarkable potential, Ghana has not been able to penetrate growth
markets to the extent necessary to allow the types of export
expansion which will accelerate GNP growth and to move Ghana to
the ranks of a middle income country. Producers require greater
market knowledge, sophistication and contacts. TIP TTMAP
activities will achieve: 1) increased non-traditional export
market knowledge by Ghanaian firms; 2) increased knowledge of
Ghanaian non-traditional export production by potentlal buyers;
and 3) increased foreign participation and investment in the
marketing of non-traditional exports.

5.2.2 Improved Ability to Produce to Export Market
Requirements: The ability of Ghana to attain the national

objective of increased private sector non-traditional exports
will depend on the private sector's ability to produce products
that meet the specifications of the identified export markets.
This means that Ghanaian firms must be able to produce products
which meet the design, quality, quantity, price and time delivery
requirements of external markets. For this reason TIP TTMAP
activities will lead to:

1) increased production volume; 2) improved productivity; 3)
improved product quality; 4) improved production tlmellness, 5)
improved sourcing of materials, equipment and services; and 6)
improved technology.

5.2.3 Increased Capacity to Obtain Financing: The improved

capacity of firms to export depends on the ability of firms to
obtain financing for every step of the export transaction, from
short-term pre-shipment financing to provide cash flow during the
production cycle, to credit to cover receivables during the
shipment period, and to medium and long-term finance to cover
capital investment in equipment. In the case of the former,
short term finance, a serious problem facing exporters has been
the banking systems disinterest in financing the NTE. As
discussed earlier, there are several reasons for this. The banks
do not have a tradition or experience in financing NTE's,
therefore they see NTE business as riskier. This risk aversion



72

Figure 5.1
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is further influenced by the recent restructuring of the banking
system caused by bad debts generated earlier. Moreover, banks
can invest in Treasury Bills and earn good returns, therefore,
the returns to export lending must be considered financially
attractive and of reasonable risk. The World Bank and USAID are
working together to address these concerns. The World Bank will
work with the public and private sector to create a rediscount
system for export loans. This should encourage banks to increase
lending into their sector as they can then discount those loans
rather than holding them to maturity. Likewise USAID/Ghana
through the TIP is proposing an export credit guarantee program
that will guarantee up to 67% of the value of accepted loans,
thus reducing lender coverage. This program is discussed later.

In the case of term lending, there are still problems of cost and
availability of credit. These are becoming less serious as
inflation and interest rates come down. However, there is also
the problem of bankable projects; that is projects that are
creditable with bankers because they are well prepared, as well
as technically and financially sound. This is continuously
identified by bankers as one of the major problems they have in
making additional loans available to the private sector. TIP in-
cooperation with the African Project Development Facility (APDF)
will assist in addressing this constraint. Hence, TIP will
assist the expansion of export credit in two ways: first, by
supporting the creation of an Export Credit Guarantee Fund, or in
other words affecting the supply of credit, and second, by
providing assistance to entrepreneurs to develop business plans
which the banks will be willing to finance, or in other words,
affecting the quality of demand. TIP will result in: 1) an
increased number of bankable projects and the identification of
more feasible business opportunities and 2) an increased
availability of financing for viable activities.

5.2.4 Improved Services by Trade and Professional
Associations: Private sector associations' advocacy for the

interest of private business can contribute to a continuing
enabling environment for private investment and development.

Thus far Ghanaian associations have not been able to fulfill this
role due to the financial and organizational frailty of these
institutions. Associations provide few services to its members
to facilitate international contacts to support NTE development
and expansion, thus associations are unable to attract and/or
maintain dues paying members which, in turn, will support )
institutional activities. TIP's assistance to these associations
will result in: 1) improved policy and regulatory environment
advocacy and 2) improved linkages to markets, technology, and
finance.

5.2.5 Output Achievements: At the completion of TIP, the
achievement of the four targets discussed above will have
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resulted in an improved capability of Ghanaian firms to export
non-traditional products. This will be demonstrated if the
following conditions exist:

o The annual nominal value of NTEs by firms receiving TIP
technical assistance increases by 35% per year; and

o Four hundred Ghanaian businesses successfully conduct NTE
transactions involving sales, financing or sourcing through TIP
assisted trade or professional associations.

5.3 Approach to Creating Commercial Links to Improve Capacity of
Firms to Export. --TTMAP: Private sector support activities in

TIP are comprised of 1) firm-level export development and
advisory services and 2) institutional development support and
industry-focused services. This assistance comprises the
Technical, Training, and Marketing Assistance Program (TTMAP).
These activities will be carried out by IMCC, an international
export development and consulting firm, International Executive
Service Corps (IESC), a non-profit organization of U.S. industry
executives, and the Africa Project Development Facility (APDF), a
project managed by the International Finance Corporation.

IMCC will draw upon a combination of specialized industry
consultants, recruited through U.S. industry, associations, and
other sources and retained under standard consulting
arrangements. IMCC will access active buyers or other commercial
intermediaries who are engaged under cost-sharing contracts to
pursue product-specific or industry-specific trade development
interests. IESC through its Technical Assistance and Association
Strengthening (TAAS) program will engage volunteer industry
experts as technical specialists from its network of over 12,000
experts. APDF will draw upon industry experts.

The project will provide assistance to "A-level" firms, which are
ready for immediate assistance in finding trade and investment
opportunities; "B-level" firms, which require technical and/or
managerial assistance to prepare them for trade and investment
opportunities in a reasonable period of time; and to a limited
extent "C-level" firms, which are not ready or willing to take
the steps necessary to prepare for trade and investment
opportunities at this time. IMCC will provide assistance to "A-
level" firms while IESC will prepare "B-level" firms to graduate
to immediate export assistance by IMCC and will work with "C-
level" firms to improve overall business management and
operations. APDF will work with entrepreneurs interested in
developing new NTE projects or expanding current operations.

In order to inculcate a commercial approach in business
participating in the program, the development of a business plan
will be the primary basis upon which assistance will be provided
to firms. :
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Through technical assistance, training, marketing and project
development support, which will be provided through commercial
links with international and domestic suppliers, buyers,
marketers, and other commercial business service providers, TIP
will:

1. Build local capacity to identify market demands and
produce according to buyers' specifications by supporting firms
and individuals able to play a catalytic role in developing new,
successful export ventures.

2. Accelerate the pace of commercial development in
selected industries by exploiting possibilities for group efforts
to solve industry-wide technical, marketing, or policy/regqulatory
problems and maximizing the demonstration effects of successful
export efforts by pioneer firms; and

3. Support the development of commercially sustainable
trade support services and help producers establish relationships
with key service suppliers, internationally and domestically,
that can provide continuing support to business development and
export expansion efforts (such as purchasing agents, trading
companies, product designers, shipping and customs brokers, trade
show organizers, trade associations, etc.).

These accomplishments will: 1) establish a core group of
successful export operations -- either by supporting local
entrepreneurs who are able to play a pioneering role in launching
new export operations or by engaging foreign firms who have
already the necessary know-how related to export production and
marketing to enter into co-ventures with local entrepreneurs, and
2) build a base of strong private firms from which the export
industry can expand. This approach will lower the learning costs
associated with exporting for other potential producers. Without
this basic level of success, the cost to other entrepreneurs to
acquire the know-how in the export market is very high.

Technical assistance, training and market entry support will be
provided to individual firms and associations on a cost-sharing
or fee recovery basis. IMCC, IESC and APDF will develop a fee
structure which will reflect actual market conditions -- supply
and demand factors -- and the recipient's ability to pay. Such
approaches as a sliding scale for different categories of
clients, performance-based fees and group rates will be utilized.
Annex K and Annex J provide the criteria for cost-sharing with
firms and business associations for IMCC and IESC, respectively.
Annex L discusses the performance-based method utilized by APDF.

5.4 Description of Training, Technical and Marketing Assistance
Program (TTMAP) Activities: The TIP will provide three general
categories of assistance: 1) firm-level export development and

advisory services provided by IMCC; 2) institutional development
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support, industry-focused services, Export Readiness for Firms,
provided by IESC; and 3) NTE project development provided by
APDF. These three sets of activities will reinforce each other
and serve to strengthen the capabilities of Ghanaian firms to
compete successfully in international markets, through a
combination of individual and collective efforts. These
commercial links will be developed through the activities carried
out by IMCC, IESC, and APDF.

5.4.1 IMCC--Technical, Training and Marketing Assistance to
Export Firms: A.I.D. will enter into a contract with IMCC to

undertake a structured program of industry specific export
development services that will work with individual

A-level NTE firms. The principal objective of these services
will be to build a core set of successful export enterprises in
selected industries that could serve as the basis for subsequent
export expansion and diversification efforts. These initial
export successes will help to install a base of local export
capabilities and know-how and hopefully play a catalytic role in
launching the next round of successful export industries by
exposing other potential exporters to the requirements for
developing successful export operations.

To carry out this program, IMCC will contract for: 72 person
months of long term technical assistance (a local TTMAP Director
(36 person months] and an expatriate Export Development Advisor
(36 person months], and short-term services from local business
development/product specialists, international consultants
(including buyers, corporate technicians, etc.) and other home
office and local support staff.

IMCC will provide assistance to A~level NTE firms, firms which
are ready for immediate assistance in finding trade and
investment opportunities and to B-level firms which would have
received support from IESC under TIP to strengthen overall
business operations and product development and which are now
ready to receive trade and investment advisory services. IMCC
will focus assistance initially on three of the four product
areas that appear to offer the greatest potential for generating
significant increases in non-traditional exports from Ghana over
the next five years. These exports are: 1) food products, 2)
value—-added wood products; and 3) textiles and garments. (IESC
will support the giftwares and decorative accessories sector
through its subcontract with Aid to Artisans).

For each sector IMCC will devise and develop a plan of assistance
to identify firms which have the potential to expand exports and
to assist them to develop business and financial plans to access
capital and markets, identify new export opportunities and new
markets, catalogue and establish buyer contacts, conduct training
needs analyses, define additional support and developing and
introducing follow-up services programs to producers and buyers



77

to continue expansion of exports. Assistance will be provided to
those firms producing NTE products which have an interest and a
capability in entering, expanding or diversifying their
participation in the export market. The type of assistance
provided will vary from industry to industry and will range from
solving immediate problems that constrain existing export
activities to more basic and coordinated market entry strategies
to launch an initial round of export operations. 1In other words,
IMCC will provide short-term and medium~-term assistance to
respond to the needs of firms at different stages in their export
development and expansion.

IMCC will provide the following types of assistance:

1. Market entry and expansion assessments

The project will offer advisory services to individual Ghanaian
firms or groups of firms to develop market entry strategies for
new export products or market expansion for existing products.
Industry and product specialists will assist firms to:

* conduct assessments of existing capacity to produce for
export markets, including the willingness and ability to make the
investments and operational changes which will be required.

* make initial contacts with overseas buyers to identify
specific market opportunities that local producers have a
realistic chance of responding to.

* carry out market studies to assess market and product
trends related to priority product areas; including product
pricing, distribution channels, production and packaging
requirements, volume requirements, quality standards, equipment
requirements, and other considerations that producers will need
to take into account as part of their market entry strategies.

2. Project Development and Training Needs Assessment

IMCC will conduct assessments of the actions that client firms
will need to undertake in order to develop the necessary capacity
to produce specific products to meet the specifications of
potential or actual buyers. The IMCC will provide short-term
assistance from specialists such as buyers, product developers,
and equipment suppliers.

3. Assistance to Execute Market Entry and Expansion Plans,
Including Product Development and Training Programs

IMCC project will provide technical assistance and training to
firms to assist them to implement their export marketing and
production plans. IMCC will provide short term assistance to
solve particular problems related to producing or marketing and
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long term assistance to address the production and market
introduction of new export products. Technical assistance and
training will assist high potential firms (A-level) in order to
generate results in as short a time frame as possible. Later,
training will be provided to a broader array of firms which would
have been working with IESC and through industry association
sponsored training programs and study tours. Technical
assistance for product development and training will assist firms
to acquire basic knowhow and capacity to export specific
products. Technical assistance and training will deal with
product design, quality control, pricing, packaging, and delivery
requirements of buyers. Also, assistance will address problems
with input supply, export finance and export documentation. The
assistance will help producers with the initial trade
transactions and help them to get new products into the
marketplace in the right ways, through placing products with
importers and distributors who are capable of moving product and
supporting the producer for long-term growth. To achieve this,
IMCC will engage the involvement of buyers early in the training
efforts to ensure that the right types of information are being
conveyed. The involvement of buyers will also help to initiate
commercial relationships that give producers access to inside
information regarding market opportunities and requirements. The
project will provide assistance through commercial links with
suppliers, buyers, among others.

4. Trade Representation, Trade Advisory and Business
Management Services

After the firms have been assisted in developing and implementing
market entry strategies, IMCC will provide for ad hoc services to
help firms to identify and engage specialized service suppliers
who can provide trade representation, advisory and business
management services on a continuing basis through normal
commercial arrangements. To achieve this, the project will
identify qualified service suppliers and provide referrals as
needed.

IMCC will work with both local service firms and international
firms to make such services available locally. To achieve this
the IMCC will assist in developing the service capability of new
firms and provide limited term subsidies until the volume of
business increases to the point where such services can be
maintained on a fully commercial basis.

Through limited ad hoc project services or through the
development of local expertise, the following services are
expected to be required by Ghanaian firms:

trade representation
business negotiations or dispute resolution
second-stage business planning
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market reassessments/diversification
partner searches

preparation of financial plans

plant and equipment upgrading
advanced skills training

5. Overseas-Based Trade Services

To support the firm-level business services and institutional
support efforts in Ghana, IMCC, through its agents, will supply
overseas services in the U.S., European Community and Asian
markets.

These overseas services will include:

* the maintenance of liaison offices in the U.S., Europe and
Asia to facilitate communications, establish business contacts,
recruit product specialists, and facilitate other business
dealings on behalf of Ghanaian firms and associations.

* the conduct of market research studies for selected
products, identification of buyers, and the collection of general
trade information and statistics relevant to the needs of the
participating associations and their members.

* the development of buyer/supplier contacts and provision
of business facilitation services to help initiate new trade
transactions (including technology/equipment sourcing).

* the provision of product specific training/technical
assistance in the U.S. Europe and Asia through study tours, in
plant training programs, trade show attendance, and special
courses (such as those offered by the World Trade Institute)

Targets

At the end of the project, IMCC will have attained the following
targets in support of project outputs:

* Export market entry and expansion assessments will have
been conducted for 100-150 firms;

* Product development and training needs assessments will
have been conducted for 100-150 firms;

* Direct technical assistance will have been provided to,
150-200 exporting firms in agribusiness, value-~added wood
products, and textiles/garments.

* 40 - 50 exporters will have received technical assistance
and training to implement market development and export

production plans;
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* 150 - 200 exporters will have received trade advisory,
trade representation, and other business management services
through a cost sharing arrangement with commercial service
suppliers.

Specific targets of assistance will have been provided to firms

in each of the three product sectors. A detailed outline of the
outputs in this area for firms in each of the three NTE product

sectors is provided in Annex K.

5.4.2 IESC and Institutional Development Support, Industry-

Focused Services and Export Readiness for Firms: AID will
contract with IESC for $3,364,200 to establish a four-year

Technical Assistance and Association Strengthening (TAAS) program
to provide technical assistance and training to individual firms
and private sector associations in Ghana. This program includes
1) support to prepare firms to receive trade and investment
advisory services; and 2) institutional development support and
industry-focused services for business associations and their
members. IESC will provide 108 person months of long-term
professional personnel (60 expatriate; 48 local), short term
personnel (all IESC U.S. industry experts), and home office and
local support staff. :

5.4.1.2 Export Readiness for Firms: Technical and Managerial
Assistance: IESC will provide technical assistance, training and

other services to assist individual B-level Ghanaian firms which
require technical and managerial assistance to prepare them for
trade and investment opportunities. IESC will also provide
limited assistance to C-level firms which are not ready to take
the steps necessary to prepare for trade and investment
opportunities but who will benefit from improved business
management and technology and which will result in broadening the
base of viability private businesses in Ghana. IESC will focus
its assistance primarily on B-level firms in each of the four
sectors identified for priority assistance under TIP. These
include food products, value-added wood products, textiles and
garments, and giftwares and decorative accessories. IESC will
enter into a $500,000 contract with Aid to Artisans, an US
private voluntary organization with expertise in developing
artisan crafts for export.

IESC will provide one resident Country Director, assisted by a
locally recruited Project Development Specialist, to manage this
program and 114 person months of industry experts for short-term
technical, managerial and marketing assistance to work with
individual firms for a period of from one to three months.

IESC will utilize short-term experts to, first, assess the
technical assistance needs of each individual B-level firm and,
second, based upon the information gathered through these
preliminary visits, will provide Volunteer Executive (VE)industry
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experts chosen for their experience and expertise in the same
business as the firms identified in the assessment process.

These experts will work on site for a period of up to 90 days to
assist in the solution of technical, managerial or other problenms
identified in each firm. IESC executives will quickly identify
key constraints and begin practical problem-solving and training
with a minimum of delay. IESC experts will provide technical
expertise to individual Ghanaian B-level and to a lesser extent
C-level firms for:

o solving technical problems in production systems and
methods, including choice of equipment or materials,
standardization, quality control, and other
considerations:

o developing improved management, financial, production,
training systems, research, and business practices for
efficient production and delivery of goods and
services;

o) increasing the ability to formulate marketing,
advertising, and sales strategies and to sell products
in domestic and external markets; and

o providing assistance to improve overall environmental
practices such as waste management, pollution control,
resource conservation, etc.

IESC also will l1link firms with market and technology information
through its American Business Linkage Enterprise (ABLE). IESC
will link firms with ABLE to contract for costumed-tailored
studies to provide industry-specific information on US markets
and technology. ABLE studies are tailored to the specific needs
of clients and will provide rapid and low cost answers to product
specific questions, sources of equipment and materials, prices
and quality standards, channels of distribution and rules for
market entry and customs duties, import regulations, and industry
standards. ABLE also will provide promotional materials and
assist clients in marketing their products through presentation
and follow-up services.

IESC's assistance will improve planning, productivity, product
quality, technology, export capacity, profitability and
management for individual enterprises and better position these
firms to take full advantage of the trade and investment services
to be offered as part of the larger TTMAP by IMCC.

IESC through a subcontract with Aid to Artisans (ATA) will assist
the development of artisanal exports in the giftwares and
accessories area through creating links to international buyers
and providing assistance in product design, production methods,
management, marketing, and export procedures. ATA a non profit
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US organization which develops export markets for artisanal
crafts, has already established commercial links in Ghana in the
form of assistance to Aid to Artisans Ghana (ATAG) and has
demonstrated the marketability of Ghanaian artisanal products in
the US market. ATA, working with its non-governmental
organization (NGO) affiliate, Aid-to-Artisans Ghana (ATAG): 1)
will carry out a comprehensive marketing program; 2) secure and
fulfill export orders; 3) conduct management training for
artisans, entrepreneurs, and ATAG; 4) establish administrative
offices for ATAT with appropriate staff and resources; 5)
establish a buyer's showroom/sales shop in Accra and Kumasi; and
6) establish a training center in Kumasi. ATA will train a
minimum of 1280 artisans. ATA will focus on the development and
export of such products are pottery, baskets, kente cloth, beads,
among other products.

Export Firm Readiness targets:

By the end of the project IESC will have attained the following
targets in support of project outputs:

o 200 firms in the NTE sector will have improved
management, financial, production, training system,
research and business practices through seminars and
workshops conducted by IESC Volunteer Executives;

o 40 individual firms will have improved their technical,
management or marketing capabilities for domestic and
external markets through on-site technical assistance
projects performed by IESC Volunteer Executives;

o NTE firms will have improved their source of equipment
and other business information through assistance
offered by IESC and ABLE information services projects
(this includes at least 12 custom-tailored ABLE product
specific and/or industry specific studies);

o Assisted firms will have improved overall environmental
practices, such as waste management, pollution control
and resource conservation.

Targets for ATA/ATAG:

o $500,000 of export sales for giftware and accessories
will have been generated from assisted artisans.

o A minimum of 50 new product lines will have been
developed.

o ATAG headquarters and Buyer's Showroom will have been

developed in Accra.
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o ATAG Field Office and Training Center will have been
established in Kumasi.

o A sustainable market link will have been established
between the U.S. and the Ghanaian artisan sector.

5.4.1.2 Institutional Development Support and Industry-Focused

Services: Strengthening the capacity of selected Ghanaian
business associations and organizations is a key aspect of TIP's
export promotion strategy. IESC through its Technical Assistance
and Association Strengthening (TAAS) program will help strengthen
private sector business associations and organizations through
new or improved management and technology systems and improved
ability to access business assistance for member firms. IESC
will provide access to its services to both individual
associations and groupings of associations and the newly proposed
Private Enterprise Foundation which is described below. To carry
out this program, IESC will provide one (1) long-term TAAS
Association Development Manager for 12 months in the first phase
of activities and 23 person months of short-term IESC Volunteer
Executive and contracted experts over four years.

Assistance to AGI, GNCC, FAGE: The initial focus of IESC's
association strengthening efforts will be on the Association of
Ghana Industries (AGI), the Ghana National Chamber of Commerce
(GNCC), and the newly instituted Federation of Association of
Ghana Exporters (FAGE). The Ghana Employers Association (GEA)
may also be selected as a priority business association. IESC
will assist these business associations to: 1) prepare a plan;
2) improve their ability to provide effective technical,
training, marketing assistance and information services to their
members to promote non-traditional exports; 3) support collective
initiatives of their members to solve system problems within
their industries; 4) strengthen their capacity to undertake
analysis of policy and regulatory constraints and improve their
effectiveness in working with the government to develop solutions
to policy and regulatory problems facing their members; 5)
translate an improved service capability and association
management into an ability to recruit and retain new dues-paying
members; and 6) improve their financial viability through fee
generating, value-added services, as well as increased membership
dues.

During the first phase of activities, the IESC Association
Development Manager will assess the capacity and needs of the
individual business associations through close communication with
representatives of the associations and through a thorough review
of existing documentary materials. IESC Volunteer Executives and
contracted specialists will participate in this early phase.
During this phase IESC will analyze, integrate and update
existing data and will determine the training, technical and
managerial assistance needs of the individual associations.
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Based upon this assessment, IESC volunteer experts in business
association operations will work with business associations for a
period of up to 90 days to help meet their technical and
managerial assistance needs. The IESC experts will provide
training in program development, membership building, financial
control, human resource development, and general management
skills. Specifically, IESC experts will provide assistance to
associations in:

o improving training, organizational, managerial, and
marketing capabilities;

o developing more sophisticated market research, improved
trade information resources and services, such as buyer
contact services for sourcing equipment and technology
and/or fee generating or funding capabilities; and

o organizing and conducting workshops and seminars
lasting from one day to one week to develop both basic
and specialized skills in groups of client businesses
or industries (e.g. technical assistance seminars to
control post-harvest loss, seminars covering strategic
planning, financial management, marketing and sales
techniques, personnel management, accounting, etc.)

Assistance to the Private Enterprise Foundation: Concurrently
with its programming to provide technical and managerial

assistance to the individual associations, IESC will provide
technical assistance to establish and strengthen a Private
Enterprise Foundation (PEF). PEF, an umbrella organization to
represent the interests of the private sector, will be
established initially by the AGI, GNCC, and FAGE. It is expected
that other business associations may wish to join the Foundation.

The establishment of PEF presents a particular challenge to TIP.
The proposed PEF must be built from the ground up. Although the
creation of PEF has been proposed by the business associations
themselves, it is likely that the interest of the bodies like the
GNCC and AGI, who are primarily manufacturers of domestic
products or traders of imported consumer goods on the one hand,
and FAGE, representing exporters, on the other may diverge on key
1ssues.

IESC will work with AGI, GNCC and FAGE to assist in developing a
unity of interest, to accelerate the development of PEF, and to
make it a well-functioning organization capable of articulating
the interests of the private sector and offering relevant
programs to its members.

Once PEF is established, has developed management systems,
identified staff and has an acceptable business and financial
plan to guide its operations and growth, AID will grant to PEF
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$1.5 million dollars to underwrite the renovation of a building--
the Accra Private Sector Center--to house the Foundation and
participating associations, operational expenses, equipment,
furnishings and supplies during the life of the project.

The proposed purposes of the PEF are:

* to guide, mentor and influence collective efforts of
private business in Ghana to service the development needs of
private business;

* to promote its interests and influence policies and
regulations with Government and other external bodies to ensure
that private business can continue to exert and execute its
activities in support of national development through private
sector growth;

* to foster an innovative environment where associations
and constituent businesses can develop competitive strategies for
the expansion of Ghanaian economy through internal and external
means.

The Private Enterprise Foundation will provide a strategic and
tactical thinktank for private business participation in national
policy formulation and decisionmaking and economic development;
representation of private business to government; representation
of private business to external groups, such as investors,
donors, or other agencies; and association organizational
infrastructural building to improve operations and membership
services; and shared services.

IESC will continue to provide technical assistance and training
to the Foundation staff once it is established.

Institutional Development Support and Industry Focused Service
Targets.

By the end of the project, IESC will have attained the following
targets in support of project outputs:

o at least six business associations including AGI, GNCC,
FAGE and PEF will have improved training, organizational,
managerial and marketing capabilities through technical
assistance projects (including a series of workshops, seminars,
and technical in-plant consultancies).

o Associations will have developed more sophisticated
research, improved information resources and services, and/or fee
generating or funding capabilities through four (4) demonstration
workshops for association members as examples of the kinds of
services associations should offer to build up and maintain
membership.
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o Associations members will have the ability to analyze
sector~specific policy issues through assistance from IESC to
develop basic and specialized skills workshops and seminars.

o PEF and FAGE will have been established as viable and well
functioning organizations able to offer relevant services to
their members and to articulate the interests of their members
and the private sector as a whole.

5.4.3 Project Development Assistance to Export Firms: TIP
will finance the services of the African Project Development

Facility (APDF) to assist firms and entrepreneurs to develop
viable business plans and proposals for export projects. AID
will provide assistance to APDF to develop an Accra satellite
office to be initially staffed by one expatriate professional
senior investment officer (48 person months) and one local
professional (junior project officer, 48 person months), plus
local support staff. APDF will add an expatriate investment
advisor in 1994 to provide 36 person months of assistance through
1996. APDF will utilize approximately 28 person months of local
consultants and 46 person months of expatriate consultants over
four years to carry out project activities.

The increase in non-traditional exports could be-greatly
accelerated by identifying and financing feasible and profitable
business opportunities. APDF will assist this process by:

* assisting Ghanaian entrepreneurs in formulating and
screening project ideas;

* providing guidance and selectively making technical and
consultancy services available to Ghanaian entrepreneurs to
promote and implement sound project ideas;

* assisting Ghanaian entrepreneurs to identify and obtain
appropriate technical and managerial personnel;

* assisting Ghanaian entrepreneurs to select project
partners and sources of equity and loan finance on appropriate
terms; and

* advising Ghanaian entrepreneurs interested in acquiring
local companies from foreign shareholders or acquiring parastatal
enterprises which the Government of Ghana may wish to privatize.

APDF will assist a variety of economic activities, with the
largest category expected to be related to agriculture or agro-
processing. APDF is expected to develop and complete eight to
ten projects per year over four years. A detail description of
the APDF plan and method of operation is included in Annex L.

Targets:
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At the end of four years, APDF is expected to have developed,
completed, and obtained financing for 32-40 business programs for
export expansion or new entry export projects.

5.4.4 Export Credit Guarantee Fund:’ TIP will support the
establishment of an Export Credit Guarantee Fund (ECGF) to

augment and stimulate export credit lending. The lack of
adequate pre-shipment working capital is a major barrier to the
expansion of NTEs. Exporters often find that commercial banks
are reluctant to lend to them, for such reasons as firms are
perceived to lack sufficient collateral, are not known to lenders
and have insufficient technical or export experience. The ECGF
would encourage lenders to extend working capital financing by
reducing the risk associated with all pre-shipment loans to non-
traditional exporters. The establishment of ECGF will directly
support the TIP objectives of increasing the capacity of
entrepreneurs to obtain financing by increasing access by NTE
exporters to formal credit by improving the risk profile of these
potential borrowers. The ECGF will complement and support
establishment of a refinance facility and insurance program to be
developed as part of the World Bank program.

Past guarantee programs, which have been administered by the Bank.
of Ghana, have run into administrative problems which severely
limited the usefulness of the programs to the commercial banking
system. TIP will take a new and innovative approach to
establishing the ECGF. If the ECGF is to be used by the banking
system it must provide the following essential services.

o Applications must be processed quickly in order to meet the
urgency of international trade and the export process.

o The confidentiality of the transaction must be preserved in
order to protect the exporter's customers, and part of this
function requires that personnel be properly compensated for
their task.

o Documentation must be streamlined.

o The allocation of the guarantee must be impartial and not
become a source of power to the administering agency.

(o} There must be a desire to serve the customer, the bank
applicant for the guarantee and the exporter, by the
personnel of the administering agency.

° At the present time, this is planned as an activity of the

World Bank. However, if the World Bank does not implement this
component, USAID/Ghana will do so with available Africa Economic
Policy Reform Program (AEPRP) funds.
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o Information concerning the details of the program must be
properly marketed to all eligible beneficiaries.

o Claims must be paid quickly and consistently, in accordance
with known criteria.

In order to foster these service characteristics, the Mission
believes it is essential to establish any guarantee fund with the
private sector.

The Fund, which will have an independent Board of Trustees
comprised of majority private sector representatives, will be
established by the Bank of Ghana with a capitalization of $3.5
million equivalent in cedis. The Fund will be capitalized over
four years at the cedi equivalent of $.5 million, $.7 million,
$1.0 million, and $1.3 million, respectively. The Fund will be
managed through a contract with a Ghanaian private sector firm.
The Board of Trustees will be responsible for developing the
terms of reference for a request for proposals for a competitive
selection of the fund manager. TIP will assist the board of
trustees in this task by providing short-term technical
assistance. The GOG will finance the activities of the Board of
Trustees, the fees of the Fund manager, and the fund resources.

5.4.4.1 Conditionality: The establishment of the Export Credit
Guarantee Fund is a condition precedent for disbursement of the
cash grant under Tranche 2 (T2). Tranche number 4 (T4) and
Tranche 5 (T5). T3 will require the GOG to show evidence that a
Fund Manager and Auditor have been selected and that the Fund is
fully operational. T4 and T5 will require that the GOG submit
annual reports of the Fund's operation to AID.

5.4.4.2 The ECGF Structure: The Ghana Export Credit Guarantee
Fund (ECGF) will be a legally structured entity governed by a
Board of Trustees. Establishing a legal entity is proposed so
that Ghanaian banking institutions interested in bidding for the
management of the Fund will be on an equal footing with non-
banking financial organizations. According to the Bank of Ghana,
the Ghanaian Banking Law of 1989 dictates that off-balance sheet
liabilities such as guarantees must be included directly in the
evaluation of the financial ratios of the banks. With the ECGF

- as a separate entity, a bank winning the management contract for
the Fund would have an arms length relationship with the Fund and
would not have to incorporate the liabilities of the Fund on it
balance sheet.

The Board of Trustees

The Board of Trustees will be composed of representatives for the
GOG, the financial sector and organizations involved in promoting
NTEs. Board representation should be 49% or less from the GOG
and 51% or more private sector. The principal responsibilities
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of the Board will be to set and revise as necessary the strategic
policies, goals, objectives, performance targets for and
eligibility criteria for extending guarantees under the Fund, to
select and engage the private sector entity which will serve as
the manager of the Fund; to oversee policy implementation by the
Fund Manager, to select an accounting firm for the Fund; and to
periodically review management's performance.

The Board of Trustees will also engage the services of an
independent accounting firm to prepare quarterly and annual
financial statements and periodic audit reports and management
reviews.

At the end of the grant period, it will be the responsibility of
the Board of Trustees to decide whether the operation of the Fund
will be continued based on the performance of the Fund and the
continued need for such a facility by non-traditional exporters
or the Fund will be dissolved and the funding returned to the
GOG.

ECGF Operations

Based upon policies and eligibility criteria established by the
Board of Trustees, the ECGF will provide guarantees covering up
to 67% of the principal of credit provided by Ghanaian financial
institutions to non-traditional export borrowers.

Selection of the Fund Manager

Management of the Fund will be undertaken by a private management
contract. Selection of the Fund Manager will be based on a
competitive bid process outlined in a request for proposals
(RFP). The RFP will developed by the Board of Trustees with
technical assistance.provided by TIP. Approval of the RFP will
be required from the Board of Trustees.

The Fund Manager need not be a banking institution. The
principal characteristics that will be sought in the Fund Manager
are: (1) a Ghanaian organization composed of individuals with
knowledge of and experience in a broad range of financial
disciplines (i.e., project financing, export credit, off-balance
sheet financing, etc.): (2) a demonstrated ability to generate
and implement an innovative and efficient approach to the
management of the Fund; (3) a demonstrated administrative
capability (i.e., accounting, report generation and analysis,
etc.): and, a demonstrated knowledge of the financial and export
sectors of Ghana. The Fund Manager will be awarded a contract
for a 3 year period. At the end of the contract period, the
performance of the Fund Manager will be reviewed by the Board of
Trustee to determine whether the contract will be renewed or put

for new bids.



90

Responsibilities of the Fund Manager

The Fund Manager will be responsible for the daily operations of
the Fund. Daily Fund management responsibilities will generally
fall into two areas: (1) managing the guarantee activities of the
Fund (i.e., the marketing to and the supervision of the usage of
the Fund by Ghanaian financial institutions) and (2) the
investment management of the funds of the Fund. The Fund Manager
will submit periodic reports on performance to the Board for
review, as well as present, as necessary, proposals for policy
changes.

The selected Fund Manager will be responsible for and its
performance measured against the effective utilization of the
Fund. The Fund Manager will market the Fund and when necessary,
provide short training sessions on the Fund's procedures and
eligibility criteria. The Fund Manager will process requests for
use of the guarantee. The Fund Manager will be delegated
authority to grant guarantees below a certain amount; requests
above the delegated amount would be presented to the Board of
Trustees for approval.

The Fund Manager will be responsible for following up on the
progress of the loans for which guarantees have been extended.
The activity would include receiving and reviewing reports from
the lending banks as well as occasional site visits to the
borrowers' operations. Finally, the Fund Manger will be
responsible for disbursing funds to a financial institution when
a borrower has defaulted on his loan.

On the treasury management side, the Fund Manager will be
responsible for investing the resources of the Fund in such a
manner so as to meet the performance targets.

Compensation of the Fund Manager

The compensation package for the Fund Manager will be composed of
two elements. The first will incorporate reimbursement of costs
incurred plus a relatively modest fixed margin profit. The
second element will be performance-based, providing a profit
incentive for effective utilization of the Fund. In effect, the
Fund Manger will receive additional profit for the degree of
usage of the Fund (this encourages the Fund Manager to actively
market the Fund); decreased profit will result from the level of
defaults and payouts under the guarantees (this will encourage
the Fund Manager to prudently assess the requests for guarantees,
and effectively and routinely followup the progress of guaranteed
loans so as to spot repayment problems and work with the lender
and borrower to resolve them prior to the loan going into
default). It will be the responsibility of the Board of Trustees
to set the guidelines for the compensation package which will be

included in the RFP.
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6.0 PROGRAM MANAGEMENT AND SUPPORT

Funds under this component will provide for the following
services:

The services of a full-time USPSC program manager have been
programmed for 48 person months. USAID has already hired an
individual for the position and that individual is currently
being funded under PD&S. Funding for the position will be
switched over to TIP once conditions precedent to first
disbursement under the project component are met. The program
manager has taken a key role in the design of TIP. Under the
implementation of the program, the PSC will be in charge of all
aspects of the program, taking charge of the policy dialogue and
the supervision of all technical assistance and training. The
scope of work for the USPSC position is included in Annex EE.

Funding is provided for technical assistance needs connected with
the implementation of the TIP impact monitoring and evaluation
program. The details of the program are detailed in Section 10
Monitoring and Evaluation Plan. The Mission has established a
functioning Monitoring and Evaluation System to coordinate all
impact monitoring within the Mission. To do this, the Mission
has established a M&E Unit within the Program Office. The costs
of the Unit are shared equally among all active programs. The
TIP share of funding for the Unit will be $100,000 over the life
of the program.

Funds are also programmed for technical assistance and training
needs identified to comply with environmental monitoring
requirements. These requirements are further described in
Section 10.

USAID has established a Field Support Unit to provide for all
contractor support. The FSU will provide for all procurement
related to contractor support, locate and renovate housing and
provide for the periodic maintenance of contractor housing. All
active programs share in FSU core expenses, based on utilization
of services. The TIP share has been programmed at $85 thousand
dollars over the life of the program.

Finally, funding has been provided for periodic financial
assessments, reviews and audits.
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7.0 PROGRAM IMPLEMENTATION AND MANAGEMENT

Implementation of TIP will commence immediately after
authorization of TIP's Program Assistance Approval Document
(PAAD) by AID/Washington and signature of the TIP grant
agreements by the US Government and the Government of Ghana. A
complete implementation schedule for the program is contained in
Annex G.

7.1 Implementation of the Cash Grant:

7.1.1 Authorization and Obligations: For the TIP cash grant,
USAID and the GOG will obligate Development Fund for Africa(DFA)
funds in five tranches, 1992-1996. The first tranche of $8.0
million, will be obligated upon signature of the grant agreement
in late FY 1992. The second through fifth obligations will
require annual amendments to the Program agreement, as well as
amendments to the PAAD authorization. These obligations are
planned at $16.0 million in FY1993, $13.0 million in FY1994,
$16.0 million in FY1995, and $7.0 million in FY1996. The annual
increments may increase or decrease subject to the availability
of funds.

The Assistant Administrator for the Africa Bureau (AA/AFR) will
authorize the PAAD and the first tranche. Subsequent
authorization amendments and all obligations will be executed by
the USAID/Ghana Mission Director in accordance with existing AID
delegations of authority. Transfer of the amounts obligated will
be contingent upon satisfaction of conditions precedent (CPs)
discussed in Section 7.1.2. Once it has been determined, through
tranche review procedures established for TIP, that the GOG has
provided sufficient evidence of having satisfied all CPs for a
given tranche, USAID will notify the Secretary of the Ministry of
Finance and Economic Planning (MFEP) and the Secretary of the
Ministry of Trade and Tourism (MOTT) in writing by means of
Project Implementation Letters (PIL) and commence tranche
disbursement procedures.

7.1.2 Conditionality: USAID has negotiated the
conditionality requirements of the TIP cash grant with three
essential requirements in mind: 1) that conditionality support,
not undermine World Bank conditionality; 2) that the
conditionality not impose an undue burden on an already heavily
burdened public sector; and 3) that conditionality per tranche be
restricted to only the most essential requirements.
Conditionality under TIP was developed to meet these requirements
while providing for adequate assurance of achievement of Program

objectives.

Under the cash grant, there are six sets of conditionality.
These address administrative and legal matters, improving the
policy framework, reducing regulatory and administrative
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transactions costs; improving public sector export services, and
establishing an Export Credit Guarantee Fund, in addition to
assuring that environmental monitoring is being properly funded.
The conditionality focuses on the GOG repealing certain
regulations detrimental to trade and investment, establishing
appropriate organizational structures and developing and
implementing appropriate programs to address the principal
constraints to trade and investment growth. Much of the
conditionality in tranches 4 and 5 is based on the GOG providing
evidence that they are indeed implementing the programs agreed
to.

Tranche 1. Prior to disbursement of $5.0 million under the first
tranche of program funds the GOG will submit to AID, in form and
substance satisfactory to AID;

1) Specimen signatures of the responsible cfficers for TIP
on behalf of the Ministry of Finance and Economic Planning
(MFEP) and the Ministry of Trade and Tourism (MOTT):; and the
name of the banks and numbers of the bank accounts to be
used to transfer US dollars during implementation.

2) Evidence that the Trade and Investment Management Unit -
(TIMU) and the Trade and Investment Management Office (TIMO)
have been established along with an action plan and budget
for 1993.

3) Evidence that the Trade Policy Unit (TPU) of the
Ministry of Trade and Tourism has been established, along
with an action plan and budget for 1993.

4) Evidence that the Foreign Investment Advisory Service
(FIAS) has been requested to assist Ghana in developing an
Investment Promotion Statement (IPS).

5) Evidence that exporters are allowed to sell foreign
exchange at the highest legal exchange rate.

6) Evidence that a Board of Directors has been appointed
for the Ghana Export Promotion Council (GEPC), with adequate
private sector representation and that the Board has been
given the mandate to develop a Strategic Plan for the
Council.

7) Evidence that the GOG has established and funded an
environmental monitoring plan to monitor the possible impact
of program activities on the environment.

Tranche 2. Prior to Disbursement of $13.0 million under the
second tranche of program funds, the GOG will submit to AID, in
form and substance satisfactory to AID:
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1) Evidence that regulations for a streamlined duty and tax
relief system for imported inputs used by direct and
indirect exporters have been issued.

2) Evidence that the GOG has published i) a handbook of
gazetted import and export procedures; ii) exchange control
regulations; and iii) foreign collaboration procedures.

3) Evidence that the requirement making first time
exporters pre-pay their foreign exchange surrender
requirements have been eliminated.

4) Evidence that all minimum price guidelines for foreign
exchange retention have been eliminated

5) The Ghana Export Promotion Council requirement for
Internal Revenue Service Certificate, as a prerequisite as
an exporter is eliminated.

6) Evidence that income tax benefits have been extended to
export marketing firms, as well as producers.

7) A Strategic Plan to streamline export processing and
export clearance documentation

8) An action plan and budget for TIMO for 1994 and
disbursement data for 1993.

9) An action plan and budget for the TPU for 1994 and
disbursement data for 1993

10) An approved Strategic Plan for GEPC along with an
action plan and budget for 1994.

11) Evidence that the Investment Promotion Statement (IPS)
is being developed.

12) Evidence that the Investment Code has been changed to
reflect the elimination of most fiscal incentives (will
become transparent as a part of tax code); remove need for
GIC approval; and recommendations of the Private Sector
Advisory Group (PSAG).

13) Evidence that the Bank of Ghana has established an
Export Credit Guarantee Fund, (ECGF) administered through,
the private sector.

14) Evidence that the environmental monitoring plan is
being implemented.

15) Evidence that the following recommendations of the
Private Sector Advisory Group (PSAG) regarding investment
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have been approved:

i) The negative list that reserves areas for domestic
investment be reduced to four.

ii) The minimum foreign capital requirement for a
joint venture with a Ghanaian partner be reduced to
$10,000.

iii) The minimum capital requirements for investment in
export trading be waived.

iv) The registration of firms be simplified by the
adaption of a new and single form, the GH/92/01 and
registration is through the Registrar General's
Department. The manufacturing license will be
abolished and the Manufacturers Industry Act of 1971
(Act 356) repealed so that no registration and approval
from GIC will be required.

Tranche 3. Prior to disbursement of $17.0 million under the
third tranche of program funds, the GOG will submit to AID, in
form and substance satisfactory to AID:

1) Evidence that the ECGF is being implemented.

2) An action plan and budget for 1995 for TIMO along with
disbursement figures for 1994.

3) An action plan and budget for 1995 for TPU along with
disbursement figures for 1994.

4) An action plan and budget for 1995 for GEPC along with
disbursement figures for 1994. '

5) Evidence that the GOG has approved a FIAS approved IPS
along with an action plan and budget for 1995 to implement
the strategy.

6) Evidence that the streamlined system of duty and tax
relief for exporters is being implemented.

7) Evidence that the strategic plan to streamline export
processing and documentation requirements is being
implemented. '

8) Evidence that the GOG has initiated a review of
commercial codes, business regulations, lending instruments
and legal and commercial documentation in the context of
international conventions and standards and disclosure of

financial data.
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9) Evidence that the environmental monitoring plan is being
implemented.

Tranche 4. Prior to disbursement of $13.0 million under the
fourth tranche of program funds, the GOG will submit to AID, in
form and substance acceptable to AID:

1) An action plan and budget for 1996 for TIMO along with
disbursement data for 1995.

2) An action plan and budget for TPU for 1996 along with
disbursement data for 1995.

3) An action plan and budget for GEPC for 1996 along with
disbursement data for 1995.

4) An action plan and budget for implementing the IPS for
1996 along with disbursement data for 1995.

5) Evidence that the streamlined system of duty and tax
relief for exporters is being implemented.

6) Evidence that the strategic plan to streamline export
processing and documentation requirements is being
implemented.

7) Evidence that the ECGF is being implemented.

8) Evidence that the GOG has begun implementation of the
findings of the review of commercial codes,business
regulations, lending instruments and legal and commercial
documentation.

9) Evidence that the environmental monitoring plan is being
implemented.

Tranche 5. Prior to disbursement of $12.0 million under the
fifth tranche of program funds, the GOG will submit to AID in
form and substance satisfactory to AID:

1) An action plan and budget for TIMO for 1997, along with
disbursement figures for 1996.

2) An action plan and budget for TPU for 1997, along with
disbursement figures for 1996.

3) An action plan and budget for 1997 for GEPC, along with
disbursement figures for 1996.

4) An action plan and budget for implementing the IPS.

5) Evidence that the ECGF is being implemented.
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6) Evidence that the streamlined system of duty and tax
relief for exporters is being implemented.

7) Evidence that the strategic plan to streamline export
processing and documentation requirements is being

implemented.
8) Evidence that the environmental monitoring plan is being
implemented.

7.1.3 Tranche Reviews: Under the cash grant two types of

tranche reviews will take place. An informal pre-tranche review
is tentatively scheduled for June of each year to review progress
in meeting CPs to current year tranche disbursement. More formal
annual tranche reviews will occur one to three months prior to
scheduled disbursement of the respective tranches to identify and
develop a strategy for resolving problems in meeting CPs.

Because some conditionality may be closely linked to the proposed
World Bank credit, USAID/Ghana may invite the World Bank to
participate in the formal tranche review process. The
possibility of holding joint tranche reviews will be further
explored during implementation.

Prior to each pre-tranche and tranche review, the Trade and
Investment Management Office will advise USAID/Ghana in writing
regarding the status of progress towards meeting CPs. Where the
Office believes one or more CPs to disbursement have been met, it
may also provide evidence on an ad hoc basis to substantiate that
claim. Findings that CPs to disbursement have been met will
occur through issuance of Project Implementation Letters on
either an ad hoc basis or when all CPs to a given tranche
disbursement have been met, as determined by the AID Mission
Director during implementation in accordance with applicable
delegations of authority.

7.1.4 Tranche Disbursement: The first and subsequent
tranches will be disbursed immediately after an approved Project
Implementation Letter has been sent to the Ministry of Finance
and Economic Planning and the Ministry of Trade and Tourism
indicating that CPs to disbursement of the respective tranches
have been satisfied. After issuance of the PILs, USAID will
instruct AID/Washington (FA/FM/CMPD) by cable to transfer the
funds to the GOG designated Bank of Ghana account in New York.
The cable will include: 1) certification that all CPs have been
met and the date met; 2) any other information which may be
required under the terms of the agreement to make the
disbursement; 3) the dollar amount to be disbursed; and 4) the
Bank of Ghana's US bank address, account name and account number.
AID/Washington will then effect the transfer from the US Treasury
to that account. At this point all USAID responsibility for

tracking will cease.
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7.1.5 Dollar Tracking: SECTION 592(b) of the 1990
Appropriations Act states that countries receiving cash transfers
or cash disbursing non-project sector assistance, whether
Development Assistance, Development Fund for Africa or Economic
Support Fund financed, are required to establish separate
accounts for receipt of such funds and not to commingle them with
other funds. The legislation further requires AID to submit a
Congressional Notification at least 15 days prior to obligation
of any such cash transfer or non-project assistance, including
details on the planned uses of the dollars to be provided on a
cash basis.

TIP will require that the GOG establish and use a separate
account in New York for dollars. Dollars will be tracked until
they are deposited into that separate account. At that point AID
will cease to track the dollar disbursements. Dollars will be
utilized for the two legitimate purposes, either for adding to
the foreign currency reserves of the Bank of Ghana, or for sale
to the commercial banking system through the Bank of Ghana's
interbank system. Through the years, the Government of Ghana has
shown a competency in programming, utilizing and accounting for
funds. Its accounting system is dependable and transparent.
Adhering to Section 592(b) requirements for detailing planned
uses of dollars provided by TIP would be intrusive to Ghana's
foreign exchange allocation system, a system that is open and
non-directive. Because of this and because the level of control
that would be required by AID and which represents more control
than the GOG itself requires, USAID seeks an exemption under
Section 592(b) (4) of the Act for TIP. Annex AA contains a
detailed justification for an exemption of Section 592(b)
requirements for TIP.

7.1.6 The GOG Contribution: Because dollar disbursements
will go directly into the coffers of the GOG, no local currency
will be generated. The GOG will provide funding for the local
currency needs of TIP through the General Budget. Conditionality
under the cash grant has been drafted in such a way that the GOG
will be responsible for demonstrating that adequate budgetary
resources have been appropriated, committed and disbursed. AID's
role will be to monitor the conditionality and the specific
conditions as they relate to specific program and impact
indicators. AID and the Ministry of Finance and Economic
Planning, as part of the tranche review process will discuss and
come to agreement on the local currency needs of TIP for the
coming year. AID and the GOG will also discuss any problems and
delays in supplying local currency to implementing ministries as
part of the tranche review process. The agreement reached by AID
and the GOG will be formalized in a letter of intent that will be
signed by the Secretary of the Ministry of Finance and Economic
Planning. '

In addition to the direct contribution to the budget the GOG may
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be required to undertake actions that may have an implication on
revenues and expenditures. Such actions may be identified as
part of on-going analyses undertaken by the TPU or AID and may
include.

- the necessity to reduce or modify port charges to
entice more regular shipping to Ghana.

- additional tax and tariff modification that may be
identified to promote trade.

These contributions will be discussed at the time of the tranche
reviews and the GOG will be expected to make appropriate changes
as justified by the analyses.

Under previous cash grants the GOG has contributed a percentage
of local currency generations to the USAID Trust Fund. USAID and
the GOG have signed a formal Agreement on the use and reporting
of Trust Funds by USAID.

Since no local currency will be generated under TIP, USAID will
nullify the requirement for Trust Fund contributions from
previous cash grants provided the GOG agrees to fund a portion of
the local currency operational costs of the Mission and the Field
Support Unit. This amount will be the cedi equivalent of $1.S
million per year from the GOG's General Budget. The exact amount
of each year's allocation will be discussed as part of the
tranche review and will be incorporated in the letter of intent
signed by the Ministry of Finance and Economic Planning.

7.2 Implementation of the Projectized Component: Authorization
for the full amount of the grant will coincide with PAAD

approval. USAID/Ghana will obligate funds in four annual
tranches. The obligation schedule is dependent upon the
availability of funds. The first obligation will be in FY 1992
and will amount to $4.9 million. Subsequent years obligations
will require amendments to the project agreement and are planned
as follows: FY 1993 - $5,475,000; FY 1994 - $5,429,000; FY 1995
- $4,196,000. : :

7.2.1 The Public Sector Support Component: The project
activities under the public sector support component of TIP are

designed to assist the GOG to address the policy reform needed to
meet conditionality requirements and to achieve program and
impact indicators. Assistance will be provided through an
institutional contract to Sigma One Corporation (an 8(a)
contractor) and a grant to the Foreign Investment Advisory
Service of the International Finance Corporation and the
Multilateral Investment Guarantee Agency, as well as through
buy-ins and IQC arrangements under established AID contracts.

The assistance under the public sector program will be for
technical assistance and training. Minor equipment purchases for
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contractor support purposes are also envisioned. These include
household furnishing and equipment, basic office furniture and
equipment and vehicle procurement. AID, with the concurrence of
the Ministry of Finance and Economic Planning will be responsible
for all procurement under the public sector project component.

7.2.2 The Private Sector Component: AID, with the
concurrence of the Ministry of Finance and Economic Planning,

will sign a specific support grant with the Private Enterprise
Foundation. The Foundation will be responsible for contracting
for the renovation of the Private Sector Center, procuring needed
equipment and furnishings and contracting technical assistance
and training. AID, with the concurrence of the Ministry of
Finance and Economic Planning will be responsible for procuring
the services of IMCC, the African Project Development Facility
and the International Executive Service Corp.

7.2.3 Conditionality for the Project Grant Agreement: There
is only one CP relating to the operation of the grant. This CP

relates to the establishment of the Private Enterprise
Foundation. Conditionality is as follows:

Prior to disbursement for the Private Enterprise Foundation under
the grant, the grantee will submit to AID, in form and substance
satisfactory to AID

Evidence that the Ghana Private Enterprise Foundation has
been legally established under the laws of Ghana, along with
an appropriate charter and organization structure detailing
the purposes and functions of the Foundation; and

Evidence that the Ghana Private Enterprise Foundation has
established and is utilizing adequate and appropriate
financial accounting, procurement and personnel systems.

7.3 Summary of Implementation Responsibilities:

7.3.1 Ministry of Finance and Economic Planning (MFEP): The
TIP grant agreements will be signed by AID and the Ministry of

Finance and Economic Planning. The GOG bank account in New York
established for disbursement of US dollars will be in the name of
the Bank of Ghana, but the MFEP will authorize establishment of
the account, ensure that the account is interest bearing and
ensure that any interest accruing thereto will be used for
appropriate purposes. The Ministry of Finance and Economic
Planning will be a permanent member of the Trade and Investment
Management Board. The MFEP will chair all tranche reviews and
will formally submit all conditionality evidence, as well as
letters of intent to AID.

7.3.2 Ministry of Trade and Tourism (MOTT): MOTT is

responsible for the formulation of Ghana's internal and external
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trade policy. It is, through the Ghana Export Promotion Council,
responsible for the development and promotion of exports,
especially for non-traditional export items and for tourism.

MOTT will chair the Trade and Investment Management Unit and will
be responsible for the overall implementation of TIP through the
Trade and Investment Management Office (TIMO). TIMO will assure
that conditionality requirements under the grant are being
addressed and that policies and procedures developed under TIP
are being implemented throughout the public service. TIMO will
also coordinate training programs, as well as coordinate the
impact monitoring of TIP. Through the Trade Policy Unit, the
MOTT will collect and disseminate trade and investment data, and
will also undertake and sponsor research and analysis on relevant
issues relating to trade and investment in Ghana.

7.3.3 Customs, Excise and Preventive Service (CEPS): CEPS

will be responsible for the direct implementation of duty and
tariff relief programs and more specifically the implementation
of the duty drawback system. The GOG will fund an annual line
item for the duty drawback refund in the CEPS budget. CEPS will
establish a duty drawback office which will develop and implement
the duty drawback and other duty relief programs.

7.3.4 Bank of Ghana (BOG): BOG will be responsible for the
development and monitoring of the Export Credit Guarantee Fund,
as well as being a lead implementing agency under the World Bank
Program. BOG will be responsible for naming the Board of
Trustees for the ECGF and will monitor the activities of the Fund
for the GOG.

7.3.5 Private Sector Associations: The various Ghanaian trade
and producers associations play a key part in the implementation
of TIP. Of principal importance will be the Ghana National
Chamber of Commerce (GNCC), the Association of Ghana Industries
(AGI) and the newly formed Federation of Associations of Ghanaian
Exporters (FAGE). These associations will play a key role in the
formation of the Private Enterprise Foundation and individuals
from the associations will obviously play important roles as
members of Trustees for the ECGF and Directors, for the GEPC and
the GIC.

7.3.6 AID: The USAID/Ghana Mission Director will have
overall responsibility for TIP, including negotiation of
agreements, management and oversight. Day to day program
management will rest with the Trade, Agriculture and Private
Sector Office (TAPSO). A USDH private enterprise offices will be
in charge of the overall management of TIP, and will devote 100%
of his/her time to the implementation of the Program. The
Private Enterprise Officer is expected to arrive in early FY
1993. The Officer will be assisted by a USPSC. The USPSC is
currently working at Mission and is being funded under PD&S until
TIP funding becomes available. In addition an FSN economist will
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be assigned to TIP half-time to manage the monitoring and
evaluation aspects of the Program. TAPSO will be assisted by the
Program Office, specifically the USDH Project Development Officer
and the USDH Program Economist. The PDO will have responsibility
for overall Program backstopping and monitoring and will assure
that implementation is in accordance with the provisions of the
Program and Project Grant Agreements. Approximately 50% of the
PDO's time will be allocated to TIP. The Program Economist will
assist the project manager in coordinating the impact monitoring
and evaluation of TIP. The Controller's Office will assist in
the implementation of all financial issues and be responsible for
general financial oversight. Contracting will be done through
the resident USDH Contracting Officer who is expected to begin
his/her assignment during the first quarter of FY 1993. All
other procurement will be handled through the recently
established Field Support Unit (FSU).

The FSU is operational and will handle all procurement,
especially as it relates to contractor support. Services
currently expected to be required from AID's Regional Economic
Development Service Office (REDSO/WCA) include legal and
engineering services in conjunction with the renovation of the
Private Sector Center, as well as periodic assistance from the
Regional Environmental Office for environmental monitoring.

Mission believes that with the level of staffing directly
involved in implementation and support, adequate resources are
available to manage the implementation of TIP.

7.4 Donor Coordination: Coordination of TIP activities with
other donors involved in trade and investment in Ghana,
especially the World Bank, has and will continue to strengthen
policy dialogue, better focus development assistance and stretch
the impact of resources. The World Bank and USAID have closely
coordinated their respective programs. USAID and the Bank have
had indepth discussions, both in Washington and in Accra,
regarding our respective programs. These discussions culminated
in mid-May with a full day workshop in Ghana, where both the
proposed AID and World Bank programs were presented to the
Ghanaians and thoroughly vetted, resulting in a much greater
understanding of the programs of the two donors on the part of
the Ghanaians. In addition the two donors gained a much better
understanding of the issues to affecting trade and investment
from the perspective of the Ghanaian public and private sectors.

Coordination between the World Bank and AID will continue through
the implementation of our respective programs. Both agencies
have agreed to the use of TIMO as a coordinating mechanism. The
resident heads of both agencies will be members of the TIMU.

Coordination with other donors will take place through regularly
scheduled monthly donor coordination meetings. The chairmanship
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of these meetings is on a rotating basis. These meetings serve
as an excellent forum whereby donors can bring up issues and
matters of mutual concern.

7.5 Waivers: TIP will require an exemption from the
requirements of Section 592(b) of the 1990 Appropriations Act
related to planned uses of dollars for the cash grant portion of
TIP. This issue is discussed in Section 7.1.5 and a request and
justification for this waiver is attached as Annex CC.

7.6 Gray Amendment Considerations: USAID/Ghana is committed to
increasing the access of Gray Amendment entities to Mission
program activities and will use small business minority-owned
8(a) firms to provide long-term and short-term technical
assistance and training services required under the public and
private sector components of the TIP. To implement the public
sector program the Mission has identified Sigma One Corporation
an 8(a) firm. The amount of the contract is expected to be
approximately $3.0 million. Current Africa Bureau guidelines
permit sole source procurement with qualified 8(a) firms if the
total amount of the contract is under $3.0 million. The second
contract will be with IMCC, a qualified 8(a) firm also to provide
long-term and short-term technical assistance and training to
producer associations and firms to improve the production and
marketing of exports. The value of this contract is also
estimated to be approximately $3.0 million. These contracts will
be established through the Small Business Administration in
Washington. The total value of these contracts is estimated to
be approximately $6.0 million or 30 % of total projectized
funding. 1In addition the Mission proposes to use, where
possible, Gray Amendment Firms for short-term T.A.
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8.0 PROCUREMENT PLAN

8.1 Overview: TIP is financed 100% from the Development Fund
for Africa (DFA) appropriations account. All procurement will be
conducted pursuant to the procurement guidelines for activities
financed under the DFA and Agency procurement regulations.
Accordingly, the project will utilize, to the extent practical,
goods and services of US origin and from US sources. Most
long~-term technical assistance, except local Ghanaian
consultants, will be of US origin. It is the intent of
USAID/Ghana that all vehicles will be of US origin. Participant
training will be conducted in the US, at local or regional
training centers, or in other developing countries. Generally,
commodities procured will be of US source and origin, with the
exception of specialized equipment and materials which may need
to be purchased from other free world sources (Code 935).
Computer equipment purchases may be from other free world country
sources and will be of US origin. USAID/Ghana with the
assistance of AID/Washington's Transportation Division
(FA/OP/TRANS), will make every effort to ensure that commodities
procured directly by AID, or through AID contractors will be
shipped on US flag carriers in compliance with the US Cargo
Preference Act. The USAID project manager will maintain records
of all project procurement by AID geographic code and will report
this information annually to AID/Washington's Africa Bureau.

With the development of the procurement plan in accordance with
Africa Bureau guidelines, USAID/Ghana is maximizing US
procurement to the extent possible.

8.2 Procurement Responsibilities: The majority of off-shore and
local procurement will be done by AID. This includes procurement
for technical assistance, training, as well as contractor support
services.

8.2.1 Technical Assistance: All technical assistance
contracts and grants will be handled through the resident USDH
contracting officer. USAID expects to fund a number of contracts
and grants under the public and private sector components of TIP.
In addition contracts will be awarded to assist AID in program
management, monitoring and evaluation and financial assessment
and review.

There will be two principal technical assistance contracts
awarded to achieve the objectives of the public sector component
of TIP. The first will be to Sigma One Corporation, an 8(a)
firm. Sigma One will provide both long-term and short-term
technical assistance. This 8(a) contract will provide technical
assistance to the Trade and Investment Management Office, the
Trade Policy Unit, and the Ghana Export Promotion Council, under
the Ministry of Trade and Tourism.

The Federal Acquisition Regulation (FAR), Part 19.805-1 and
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current Africa Bureau guidance permits the SBA to accept a
procurement of less than $3.0 million on a non-competitive basis
to a specific firm. USAID/Ghana has had experience with Sigma
One on a number of short term studies. Sigma One has had
extensive experience in a number of countries implementing
similar types of programs for AID and other donors. Based on the
experience of the firm, the Mission intends to seek SBA approval
to negotiate and award a contract under the 8(a) program directly
with Sigma One. The second will be a grant with the Foreign
Investment Advisory Service (FIAS), a joint venture of the
International Finance Corporation (IFC) and the Multilateral
Investment Guarantee Agency (MIGA). FIAS was established to
assist member governments of the IFC and MIGA to review and
adjust policies, institutions and programs that affect foreign
direct investment. FIAS advises on procedures for the promoticn,
appraisal, approval and monitoring of direct investment. The
ultimate purpose of FIAS is to assist member governments in
attracting beneficial foreign private capital, technology and
managerial expertise. FIAS will provide short-term technical
assistance to the GOG in developing an appropriate investment
promotion strategy. The program activities under the FIAS grant
are expected to take approximately two years.

In addition to these two major institutional programs, AID
expects to have additional technical assistance available for
other short-term needs. This could include technical assistance
for specific economic and marketing studies. These studies would
be implemented through appropriate AID/Washington buy-in
mechanisms to regional or centrally funded projects.

Short-term technical assistance will also be contracted to assist
TIMO in developing its database and reporting system. 1In
addition, USAID intends to reserve up to $300,000 for unspecified
technical assistance to assist the GOG in implementing the
investment promotion strategy to be developed with the assistance
of FIAS. The details of the strategy will not be known for
several years; therefore, it is premature to attempt to estimate
realistic technical assistance needs at this time. The last
procurement envisioned under the public sector program will be an
inter-agency agreement with the United States Information Agency
to implement the Distinguished Professors Program.

The Mission envisions three principal institutional arrangements
with organizations to provide technical assistance and training
under the private sector component of TIP. First will be a HB-13
grant to the African Project Development Facility (APDF). APDF
will establish an office in Accra that will provide for specific
project development needs of the private sector. APDF was
established in 1986 to address the need for a mechanism to assist
African entrepreneurs to identify and prepare viable projects.
The UNDP, the African Development Bank and the International
Finance Corporation are joint sponsors of APDF. In addition to
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funding provided by the three sponsoring agencies, the
governments of 15 countries have committed financial support.

APDF advises private entrepreneurs in Sub-Saharan Africa on the
preparation of viable projects. The services APDF provides
include helping entrepreneurs prepare market, technical and other
feasibility studies needed for project preparation. APDF also
identifies promising African entrepreneurs and helps them
organize, diversify and expand their businesses and works with
these entrepreneurs throughout the project preparation cycle
until they secure funding. APDF supports projects with
investment costs in the range of $500,000 to $5.0 million, but
will consider smaller projects depending on the economic
conditions in specific countries.

The second will be a contract with IMCC, a qualified 8(a) firm,
to provide technical assistance and training to private
associations and entrepreneurs in export production and
marketing. IMCC is a firm that is qualified to provide the
technical services since it is the principal contractor in the
PRE Bureau, MTAP Program and will provide similar services in
Ghana. IMCC is currently implementing similar programs in
Guatemala and the Philippines.

The third principal agreement will be with the International
Executive Service Corp (IESC).

In addition to the three agreements mentioned above, the Mission
intends to contract with individual local firms to provide
specific studies and analyses for the Private Enterprise
Foundation. These analyses will be in the area of policy reform.
On occasion it may be necessary to supplement the expertise of
local firms with expatriate technical assistance. If this
becomes necessary the Mission will utilize AID/Washington
regional and central activities to provide needed short-term
technical services.

In addition to technical assistance designed to specifically
achieve program objectives, TIP provides for resources in the
area of program management and support. Specifically, this
includes the services of a full time USPSC Program Manager. The
individual has already been contracted and is currently being
funded under PD&S. The individual will be funded under TIP when
resources become available.

Resources have also been programmed for two evaluations during’
the life of the project. These evaluations will be implemented
through IQC arrangements, or through appropriate buy-ins to
regional or central projects.

Impact and environmental monitoring are other important areas for
programming. The Mission envisions utilizing local firms to



107

collect baseline surveys. If specific expertise is not available
locally, the Mission will contract for US assistance through
central or regional projects, or through IQC arrangements.

Finally financial assessments and review will form an integral
part of program monitoring. There are a number of competent
international accounting firms in Ghana. The Mission will
contract with these firms to provide the services required.

8.2.2 Participant Training: Participant training under TIP
will be coordinated by the various technical assistance teams.
This will involve establishing itineraries and contacts for
participants. The USAID/Ghana Training Office, under the Human
Resource Development Office will process all participant training
under TIP. This will include visa and health processing,
procuring airtickets and maintenance costs.

8.2.3 Grant to the Private Enterprise Foundation (PEF):

8.2.3.1 Building Renovation: The Mission will make a grant to
PEF, which will handle all procurement. PEF will utilize local

contractors to perform the necessary renovations to the Private

Enterprise Foundation Business Center. An Engineering Analysis

and cost estimate for the renovation is contained in Annex M.

8.2.3.2 Equipment: PEF will procure major office equipment and
furnishings for the Private Sector Center. Some furnishings,
such as wood furniture will be procured by PEF locally. Most
furnishings and equipment will be purchased from the United
States.

8.2.4 Inter-Agency Agreement with USIS: USAID/Ghana will
utilize the services of USIS/Ghana to implement the Distinguished

Professors Program. The required 621(a) justification is
contained in Annex DD.
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TABLE 8.1
METHODS OF IMPLEMENTATION AND FINANCING

METHOD OF IMPLEMENTATION METHOD OF FINANCING APPROXTMATE
OR DIRECT RETMBURSEMENT AMOUNT

Institutional Contract

Sigma One 8(a) Direct Payment 2,950
IMCC 8(a) Direct Payment 2,990
Investment promotion

Strategy Implementation Direct Payment 300
Grants
APDF Direct Payment 3,123
FIAS Direct Payment 1,150
Private Enterprise Foundation Direct Payment 1,500
IESC Direct Payment 3,364

Inter-Agency Agreement
USIsS Direct Payment » 200

Buy-Ins
Short-term Technical Assistance Direct Payment 1,194
Evaluations Direct Payment 170

USAID Procurement
Contractor support Direct Payment 390
Direct Contract

USPSC Direct Payment 934
Local Technical Assistance Direct Payment 250
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9.0 FINANCIAL ANALYSIS

9.1 Cost Estimate and Financial Plan: The total cost of the
Trade and Investment Program is $120.6 million. AID will .
contribute $80.0 million of the total cost of the Program. $60.0
million will be in the form of a cash grant and $20.0 million
will be projectized assistance. The Mission recommends that
$70.0 million of the total cost come from its Operational Year
Budget and that $10.0 million come from the Africa Economic
Policy Reform Program in FY 1993 for obligation under the cash
grant. The Government of Ghana's contribution will be the
equivalent of $40.0 million in local currency. The Ghanaian
private sector will contribute the equivalent of $600,000. A
detailed Summary Cost Estimate and Financial Plan is included as
Table 9.1. '

Resources under the grant will be programmed to achieve the two
principal outputs of the program - improving the enabling
environment for exporters and improving the capacity of firms to
export. Of the total AID grant resources programmed 83% will be
utilized for exacting improvements in the enabling environment.
The remaining resources will be utilized toward improving the
capacity of the private sector to export. Table 9.4 gives a more
detailed breakdown of the allocation of resources among the
principal outputs.

9.1.1 AID Financed Inputs: AID program funds under the cash
grant will be disbursed upon the Mission's approval of GOG
satisfaction of annual conditionality requirements. Funds will
be disbursed in five tranches beginning in January, 1993 and
terminating in January, 1997. A disbursement schedule is as
follows:

FY 1993 FY 1994 FY 1995 FY 1996 FY 1997

OYB 5.0 8.0 12.0 13.0 12.0
AEPRP - 5.0 5.0 - -
TOTAL 5.0 - 13.0 17.0 13.0 12.0

AID project funds will be utilized for the following purposes.
First, technical assistance and training will be funded to assist
the GOG with the analytical requirements for meeting some of the
conditionality requirements under tranches 2 and 3. These have
to do with the requirements for a duty relief program,
streamlining procedures for exporters, developing transparent and
internationally comparable business codes and laws and the
development of the Export Credit Guarantee Fund. Second, funding
will be provided for technical assistance and training which will
strengthen key GOG institutions that will provide or coordinate
key resources to exporters. These institutions include the
Ministry of Trade and Tourism; the Customs, Excise and Preventive
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Service; the Bank of Ghana; the Ghana Export Promotion Council;
and the Ghana Investments Center. Third, AID will fund a
"distinguished professors" program implemented through the United
States Information Service. Fourth, technical assistance and
training will be provided to assist business firms and
associations to produce and market exports more effectively.
Fifth, a grant to the Private Enterprise Foundation to assist the
Foundation in coordinating policy dialogue with the GOG on issues
pertaining to the private sector and to provide services to
members. Sixth, funding for program management and support. The
AID contribution will be limited to financing long and short-term
technical assistance, training and limited commodity procurement
primarily for contractor support. This will include vehicles,
computers and office equipment and supplies. Detailed cost
estimates can be found in Annex I.

9.1.2 The GOG Contribution: The Government of Ghana will
contribute the equivalent of $40.0 million in local currency from
its General Budget. Specific contributions include: 1) the
equivalent of $21.4 million into the CEPS budget for funding the
duty drawback fund; 2) the equivalent of $3.5 million to fund
the private sector Export Credit Guarantee Fund; 3) the
equivalent of $15.1 million for increased budget support to key
implementing agencies such as the Ministry of Trade and Tourism,
Customs Excise and Preventive Service, the Ghana Export Promotion
Council the Ghana Investments Center and key GOG organizations
involved in environmental monitoring. GOG support will be
utilized for salaries, capital equipment, local technical
assistance, training and operational costs of GOG agencies.
Detailed cost estimates for each agency can be found in Annex I.

9.2 Recurring Cost Implications of the GOG Contribution: The
TIP contribution should not present significant recurring costs

to the GOG. The largest component, the CEPS duty drawback fund
will grow as the value of exports grows. However, the revenue
burden of the drawback fund will be mitigated by more thorough
taxation methods when the GOG adopts a VAT system under the
proposed World Bank program. Also, as both the amount of NTE's
grow and the number of exporters increases additional revenues
will be entering the GOG coffers through increased tax revenues.
The second major cost component is operational support for key
ministries. Much of this contribution is for resources already
allocated to Ministries. The three exceptions are the TIMO, TPU
and the CEPS duty drawback office. TIMO is being instituted
purely to coordinate TIP activities. There is no necessity for
the GOG to continue with TIMO after the Program unless the GOG
wishes to continue the coordinating mechanism. The resources
required to run the TPU and the CEPS duty drawback office are
minimal and should cause no undue hardship in terms of recurring
costs. The recurring costs implied for the GEPC and GIC are
significant. However, TIP will actively pursue the strategy of
merging the two organizations by the end of the Program in order
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to consolidate operations, thus reducing overall costs. The
merging of the two organizations will not cause undue concern for
recurring costs.

The third principal element is the Export Credit Guarantee Fund.
The resource requirement for the ECGF will grow as NTE's grow.
However, as in the case of the drawback fund, increased NTE's
should result in increased tax revenues to the GOG. Thereby,
mitigating, or eliminating completely, the recurring cost
implication of the Fund.

9.3 The Private Sector Contribution: The contribution of the
Ghanaian private sector will amount to the equivalent of
$600,000. The contribution will consist of the cedi equivalent
$420,000 and $80,000 as the private sector contribution to the
cost sharing of the IMCC and IESC contracts, respectively. This
includes fees for export market assessments, product business
plans and other business services. The private sector will also
contribute the cedi equivalent of $100,000 as the contribution of
building and land for the Accra Private Sector Center.

9.4 Obligation Schedule: The disbursement schedule for the cash
grant suggests the following obligation schedule. .

(Million U.S.$)
FY 1992 FY 1993 FY 1994 FY 1995 FY 1996

OYB 8.0 6.0 13.0 16.0 7.0
AEPRP - 10.0 - - -
TOTAL 8.0 16.0 13.0 16.0 7.0

A disbursement schedule for the project component is included in
Table 9.2. The schedule suggests the following obligation
schedule for the project component.

(Million U.S.$)
FY 1992 FY 1993 FY 1994 FY 1995

OYB 4,900 5,475 5,429 4,196

A disbursement schedule for the GOG contribution is included in
Table 9.3.



SUMMARY COST ESTIMATE AND FINANCIAL PLAN
(000 U.S. DOLLARS)

Description of Input

AI

1.
2.

B.

1.

Program Assistance

Cash Grant

Local Currency Suppert

a. Duty Drawback Fund

b. Export Credit Guarantee
Facility -

¢, Trade and Investment
Management Office

d. Trade Policy Unit

e. Ghana Export Promotion
Council

f. Ghana Investments Center

g. CEPS Drawback Office

h. Environmental Monitoring

Project Assistance
Public Sector Support

Sigma One
Long-term
Short-term

Contractor Support
Housing/Utilities
Household Furniture
Vehicles/POV
office Equipment/Supplies

Foreign Investment Advisory
Service

IPS Support

Foreign

Eggc!;ange
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TABLE 9.1

A.I.D.

60,000

60,000

20,000
6,350

2,950
1,740
1,210

350
160

Local
currency

G.0.G
Local

Currency
40,000

21,400
3,500

4,856

800
4,257

3,467
720
1,000

Private
Sector
Local

gu;;ency

500

In-

Kind

100



qg.

a.

Buy-Ins/IQC’s
Short-term (local
consultants)

Training
Short-ternm

Inter-Agency Agreement (USIS)

Private Sector Support
IMCC
Long-term
Short-term
Local Consultants
Local Staff
Operating Expenses
Home Office Support

Contractor Support

Housing/Utilities
Household Furniture
Vehicles/POV

Office Equipment

International Executive
Service Corp.
Long-term
Short-term
Local Staff
Operating Expenses
Housing/Utilities
Household Furniture
Vehicles/POV
Equipment/Supplies

113

A.I.D. G.0.G P/Sector

Foreign

Exchange

740

500
200

11,177
2,990
1,040
1,286

60
219
250
135

200
107
53
25
15

3,364
60
1,614
141
1,200
160
106
53

30

Local Local Local
Currency Currency Currency

420

80

In-
Kind
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A.I.D. G.0.G P/Sector
Foreign Local Local Local In-
Exchange Currency Currency Currency Kind
d. African Project Development 3,123
Facility

Long-term 989

Short-term 843

Local Staff 208

Vehicle/POV 53

Office Equipment/Supplies 38

Housing/Utilities 160

Household Furniture 106

Operating Expenses 726
e. Private Enterprise Foundation 1,500 100.0

Renovation Costs 400

Office Equipment/Supplies 400

Technical Assistance 400

Training 300
3. Program Management and Support 2,633

Program Manager 934

Field Support Unit 85

Impact Monitoring 644

Monitoring Evaluation System 100

Environmental Monitoring 200

Evaluation . 170

Financial Assessments/ 500

Review/Audit



A.

B.

PROGRAM ASSISTANCE
PROJECT COMPONENT
TECHNICAL ASSISTANCE
a. SIGMA ONE

b. FIAS

c. IMCC

d. APDF

e. 1IESC

f. IPS SUPPORT

. g. BUY INS/IQC SUPPORT
TRAINING

USIS INTER-AGENCY
AGREEMENT

4
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TABLE 9.2
TRADE AND INVESTMENT PROGRAM
DISBURSEMENT SCHEDULE
FOREIGN EXCHANGE

TRADE AND INVESTMENT PROGRAM
SUMMARY OF LOCAL COSTS
(000 U.S. DOLS)

FY 1993 FY 1994 FY 1995 FY 1996

5,000 13,000 17,000 13,000
3,771 5,856 5,754 3,599
2,949 4,390 4,562 2,766
780 1,080 1,045 235
290 510 350
472 1,066 1,116 536
707 712 830 874
600 822 821 821
100 100
100 200 300 200
300 200
50 50 50 50

——— e——

FY 1997

12,000
1,020

00

300
100
100

TOTAL
60,000
20,000

15,167,
3,300
1,150
3,190
3,123
3,364

300

(=)

o ~]
(=} >
o

N
(o]

Direct payment to contractor plus AID Contractor Support Costs for lines

la,c,d and e
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TABLE 9.2 (CONT’D)

FY 1993 FY 1994 FY 1995 FY 1996 FY 1997 TOTAL

PRIVATE ENTERPRISE 1,000 200 200 100 1,500
FOUNDATION
a. Renovation Costs 400 400
b. O0Office Equipment/Supplies 400 400
c. Technical Assistance 100 100 100 100 400
d. Training 100 100 100 300
PROGRAM MANAGEMENT 772 416 642 383 420 2,633
AND SUPPORT
a. Program Manager 285 226 230 193 934
b. Field Support Unit 25 20 20 20 85
c. Impact Monitoring 292 . 157 195 644
d. Monitoring

Evaluation System 20 20 20 20 20 100
e. Environmental

Monitoring 50 50 50 50 200
f. Evaluation 65 105 170

g. Financial Assessment/
Reviews/Audit 100 100 100 100 100 500
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TABLE 9.3
TRADE AND INVESTMENT PROGRAM
GOG DISBURSEMENT SCHEDULE

FY 1993 FY 1994 FY 1995 FY 1996 FY 1997 TOTAL

CEPS Duty Drawback Fund 3,600 4,500 5,800 7,500 21,400

Export Credit Guarantee 500 700 1,000 1,300 3,500
Facility

Trade and Investment 1,696 790 790 790 790 4,856
Management Office

Trade Policy Unit 212 147 147 147 147 800

Ghana Export Promotion 811 788 795 922 941 4,257
Council

Ghana Investment Center 466 490 753 816 942 3,467

CEPS Drawback Office 210 210 150 150 720

Environmental Monitoring 200 200 200 200 200 1,000

TOTAL 3,385 6,725 8,095 9,825 11,970 40,000
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TABLE 9.4
TRADE AND INVESTMENT PROGRAM
COSTING OF PROGRAM OUTPUTS/INPUTS
$000 OR EQUIVALENT

Project Outputs

Improved Enabling Improved Capacity of

Project Inputs Environment for Exporters Firms to Export
AID Appropriated
Program Component 60,000
Project Component 7,450 12,550
Government of Ghana 40,000
Private Sector 600

TOTAL 107,450 13,150

Total

60,000
20,000

40,000
600

120,600
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10.0 MONITORING AND EVALUATION PLAN

The TIP Monitoring and Evaluation (M&E) Component will track and
assess program performance and impact, providing periodic
feedback on progress toward the attainment of the program outputs
and purpose. This information will be used by the USAID, the
GOG, and various private sector organizations in adjusting
efforts to keep the program on course, as well as for reporting
the results achieved to AID/Washington. The detailed Monitoring
and Evaluation Plan, which is summarized here, is presented in
Annex N.

Monitoring and evaluation of this program involve both public and
private sector dominated components. TIP monitoring activities
by the public sector will be headed and coordinated by the Trade
and Investment Management Office (TIMO) of the Ministry of Trade
and Tourism (MOTT). Other key GOG entities involved in
monitoring include the Trade Policy Unit (TPU), the Ghana Export
Promotion Council (GEPC), the Ghana Investment Center (GIC), and
the Customs, Excise, and Preventive Service (CEPS), as well as
their parent organization, the Ministry of Finance and Economic
Planning (MFEP).

The tracking of private sector focused activities will be led by
USAID/Trade, Agriculture and Private Sector Officer (TAPSO) with
the assistance and guidance of the long term personnel contracted
to provide technical assistance and training to the private
sector. The cooperation and participation of key private sector
organizations, including the Association of Ghana Industries
(AGI), the Ghana National Chamber of Commerce (GNCC), the
Federation of Associations of Ghana Exporters (FAGE), the Private
Enterprise Foundation (PEF), and a series of relevant trade and
industry specific associations, will be important to the overall
private sector monitoring effort. As the private organizations
such as these develop and strengthen in capacity and leadership,
they will assume even greater responsibility for TIP monitoring
and evaluation activities.

USAID will have overall M&E responsibility and will review both
public and private sector reports. TAPSO will supervise
implementation of the TIP monitoring and evaluation plan with the
assistance of the Mission's Program Economist and Monitoring and
Evaluation System (MES) Manager. USAID has exclusive
responsibility for tracking two of the four purpose-level
indicators, i.e., increases in income and employment of men and
women engaged in the NTE sector. These involve measuring
people~level impact through increases in employment and income.

10.1 Monitoring: Monitoring will include tracking and reporting
program outputs and conducting periodic surveys.

Public sector TIP performance will be monitored by measuring the
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achievement of the TIP purpose, Increased Private Sector Non-
Traditional Exports, and Logical Framework Output 1, An Improved
Enabling Environment for Export Firms. Achievement of these
objectives will be monitored by applying the corresponding
indicators in the TIP Logical Framework. In order to assess
implementation of the public sector program, information needed
to apply the program and impact indicators listed in the Policy
and Program Matrix will be collected.

In the case of private sector performance, monitoring will
measure achievements related to Logical Framework OQutput 2,
Improved Capacity of Firms to Export. As in the case of the
public sector program, this objective will be monitored by
measuring the indicators listed in the Logical Framework.
Assessment of the implementation of the private sector component
will be done by measuring the program and impact indicators given
in the Policy and Program Matrix.

Of particular importance will be the collection of data by USAID
on people level impact, i.e., increases in income and employment
of men and women engaged in the NTE sector. Collection of these
data will require special surveys. An initial baseline survey
will establish values for employment and personal income in four
sectors in which NTE's are growing or which have a particularly
good potential:

NTE Food Products

Wood Products

Apparel/Textiles

Giftware and Decorative Accessories

* % ¥

Exporters will be sampled from each of these industries, as will
suppliers, wholesalers, transporters and producers involved in
the chain back from each exporting firm. Income and employment
data will be gathered from each. Two follow-up surveys will be
carried out, one mid-way through the program and another at the
end of program activities.

One variable which will be monitored particularly closely in
relation to all program activities is the impact on women. As
noted earlier, the expectation is that substantial benefits will
accrue to women. This will be assessed through the on-going
monitoring work, the special surveys and the evaluations.

10.2 Environmental Monitoring: TAPSO will also be responsible
for the Environmental Monitoring, Evaluation and Mitigation Plan
(EMEMP) implementation. TAPSO will track environmental studies
and statistics from the relevant Ministries and Trade
Associations to monitor harvests in relation to sustainable
yields, as well as to environmental impact. For example, fishery
and forest harvest rates will be assessed in relation to their
sustainable yields and commercial agricultural activities will be
tracked to determine whether they are resulting in unacceptable
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levels of deforestation, soil degradation and agro-chemical
pollution. If these activities are having a negative impact,
remedial steps will be taken.

Public sector statistics will be collected by the appropriate
ministry offices and fed through the Environmental Protection
Council (EPC) into the Trade and Investment Management Office
(TIMO) database. Similarly, private sector statistics will be
collected by USAID and the appropriate trade and professional
associations and fed through EPC into the TIMO database. EPC
will report to TIMO and USAID at least annually on the status of
harvests in relation to sustainable yields.

10.3 Evaluation: Monitoring tracks progress towards
established objectives. Evaluation goes beyond monitoring to
assess impact and effectiveness, and to consider possible design
alterations. The TIP Monitoring and Evaluation Plan prescribes
two rounds of evaluation, a mid-term evaluation in year three,
and a final evaluation at the end of the program in year five.

10.3.1 Mid-Term Evaluation: USAID will contract for the mid-

term evaluation. This evaluation will:

* Summarize progress toward the TIP program purpose and
outputs:

* Analyze factors facilitating or impeding progress:

* Evaluate changes in the Ghanian and world market
environments influencing the TIP program; and

* Analyze implications for program adjustments.

Data for the Mid-Term Evaluation will be drawn from the monitor-
ing database, the TIP surveys, and contextual reports. The Mid-
Term Survey will provide concrete data on attainment of people
level impact, i.e., increasing employment and income in the NTE
sector.

10.3.2 Final Evaluation: The Final Evaluation will follow
the same methodology as the mid-term evaluation, with corrections
for any mid-term adjustments in the program. It will draw
conclusions about the impact of this program and develop lessons
learned for others undertaking similar NTE programs.

10.4 Special Studies: Over the life of the program, TIP will
carry out several special studies . Of particular interest is a
study of border trade. This study will focus on men and women
traders marketing goods over land with countries neighboring
Ghana. It will assess:

* The potential impact of TIP on the employment and
income of border traders marketing goods to neighboring
countries;

» The relationship of further inclusion of these traders
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in TIP interventions to increase exports and GOG
foreign exchange earnings; and

* Potential TIP policy and administrative reform and
projectized interventions to facilitate non-traditional
exports by border traders.

Within the West African region, Ghana stands out as a strong
and growing economy among its hard currency (CFA) neighbors.
This study is designed to evaluate the potential contribution to
TIP objectives which could be realized by capitalizing on this
regional situation and on the incorporation of largely informal
sector border traders in the TIP effort.
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11.0 SUMMARY OF FEASIBILITY ANALYSES

USAID/Ghana undertook preliminary analyses as part of the PAIP
development and since its approval has expanded and updated those
findings. Analyses were completed in the areas of economic,
financial, institutional, social, environmental and technical
soundness. A summary of the analyses is as follows:

11.1 Economic Analysis Summary: The parallel TIP and World Bank
projects are designed to address the critical constraints to
export production. These are; the financial sector, which has
none of the financial instruments used by exporters in successful
exporting countries; a series of technical constraints specific
to product subsectors and regulatory issues affecting exports
some of which are generic and some of which are sector specific.
The economic analysis undertaken for TIP attempts to estimate the
economic return from a program that addresses the above three
constraints. Since the Bank and AID programs have been designed
concurrently to be comprehensive, the economic analysis looks at
their impact taken together. Neither program above would be
sufficient to generate as much impact on export performance per
dollar spent as the two programs together. The cost-benefit
analysis begins with the initial AID investment of funds in 1992
and Bank funds in 1993 and projects the effect of the alleviation
of constraints through 2013. The discounted value of benefits
beyond 2013 are not included in the analysis.

Given the diversity of products involved in the non-traditional
sector (in 1991 there were approximately 158 separate products
exported), the Mission decided for the purpose of the economic
analysis to limit the cost-benefit analysis to pineapples and
wood products. These two products were picked because they are
representative of both the agro-industrial and the value added
sector. Also both products have shown impressive growth in
recent years, pineapple increasing from essentially zero in 1986
to $5.1 million in 1991, while wood product exports increases
from $1.5 million in 1986 to $6.2 million in 1991. Moreover, in
the case of pineapples, many of the constraints described apply
to the other rapidly growing horticultural exports with the
exception of specific technical constraints.

Pineapple Exports. The internal rate of return to the project
for increased pineapple exports was 31.9% as pineapple production
increased to the more favorable economic environment. The AID,
World Bank programs were projected to have resolved the following
pineapple specific constraints; the elimination of minimum export
prices; simplification of documentation; working capital; market
information; improved agronomic practices; and improved shipping
schedules; which accounted for the increased imports with as
compared to without the project.

Wood Products. In the case of wood products the estimated
internal rate of return for resources invested in the project is
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25.9%, a lower rate than for pineapple but still quite
substantial. The cost-benefit analysis for wood product exports
utilize several simplifying assumption. First, it is assumed
that the requirement not to exceed a sustainable yield is
respected. Given international environmental pressures in this
area this is assumed to be a reasonable assumption. Under the
AID and World Bank projects the production of logs and lumber for
export are assumed to decline over time and exports move to
higher value added products such as veneers, furniture and parts
etc.

The AID and World Bank projects are seen as critical to the
success of wood product exports. The adoption of more sensible
regulation and elimination of controls such as minimum price
requirements would allow a rapid increases of production. the
installed capacity exists to expand production and the
availability of production technology will help to reduce the
substantial wastage that exists now. Likewise the developing of
market contacts with U.S. buyers offers the possibility of
expanding export to the U.S.

While pineapple and wood products were chosen for the economic
analysis these were illustrative products. There are numerous
other NTE's. Tuna has significant growth possibilities and in
fact exports are increasing. Garments and textiles also show
real potential and the introduction of effective duty drawback
export financing and abolition of price controls or guideline
will encourage investment in the area. Recent interviews with
investors present in Ghana suggest that they reasonably expect to
be exporting $20.0-$30.0 million in garments and textile products
by 1995.

The economic analysis also examines NTE growth in relation to
alternative grow scenarios. This analysis revealed that in
either a medium or high growth scenario, annual NTE growth of 29%
would be required by the year 2000 to keep the Ghanaian economy
at a 5-7% growth rate, reconfirming the importance of NTE's.

The examination of prospects in the various non-traditional
export categories has led the Mission to believe that the policy
changes and assistance provided under the AID and World Bank
programs are both necessary and sufficient to stimulate their
growth. This leads the Mission to conclude that creating an
enabling environment while providing market product and credit
services will result in a return on investment of AID funds equal
to the rates of return on pineapple and wood products.

11.2 Institutional Analysis Summary: The Institutional Analysis
portrays five GOG agencies impacting on various aspects of the
export process: the Ghana Export Promotion Council (GEPC), the
Ghana Investments Center (GIC), Customs, Excise, and Preventive
Services (CEPS), the Ministry of Trade and Tourism (MOTT), and
the Bank of Ghana (BOG).
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While the agencies listed above are in the public sector, an
analysis is also made of the following private sector
organizations: Aid-to-Artisans, Inc. (ATA/US), Aid-to-Artisans,
Ghana (ATAG), the Federation of Associations of Ghanaian
Exporters (FAGE), product associations of Ghanaian Exports (15),
the Africa Project Development Facility (APDF), the Ghana
National Chamber of Commerce (GNCC) and the Association of Ghana
Industries (AGI).

In the short term, while private sector organizations develop,
GEPC is seen as having the greatest potential to facilitate NTE
promotion. Despite adverse budget constraints, it has been the
leader in NTE promotion to this point.

In light of the emerging role of private sector NTE-support
organizations, it becomes necessary to redefine GEPC's role in
export promotion and its relationship to these organizations.

Its current role of executing regulatory and certification
functions will be eliminated, and greater emphasis given to trade
facilitation and support.

GIC has been operating as an investment approval, control-
oriented agency. Some of the control tendencies of the GIC are a
carry over from the previous policy environment when the
government was interested in controlling the private sector,
especially with regard to investment inflows and outflows.

Furthermore, there are still conflicts with Ministries and other
government officials over who has the authority to approve
projects and issue licenses.

In recasting GIC, the broad mandate will be to focus on,
promotion of domestic and foreign investment. The regulatory and
project approval role will be eliminated and focus will be given
to registration, promotion and investor support services.

The Materials [duty] Drawback Program (MDP) is administered by
CEPS and involves rebates to exporters of customs duties paid on
imported export production inputs. Exporters have not availed
themselves of MDP to any great extent. MDP will be restructured
to include rebates for sales and excise taxes paid by exporters,
and a mechanism should be established to expedite rebate
disbursement.

The Ministry of Trade and Tourism is responsible for the
formulation of Ghana's internal and external trade policy. It is

responsible for the development and promotion of Ghana's exports,
especially the non-traditional export items and for tourism. A
Trade Policy Unit (TPU) was created in 1991 and three economists
were assigned to it. They have been developing data sources,
computer facilities, offices, and providing some analysis to
date. However, the range of questions that can be addressed at
this point is limited by availability of data, staff technical
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knowledge, lack of research materials, limited computer
capability, the need for Ghanaian and expatriate technical
assistance, and other support.

There are four major functions of the Trade Policy Unit. These
are:

+ providing information and statistics on trade to policy
makers,

+ analyzing data,

+ analyzing constraints to increased exports, and

+ recommending policy changes.

Specifically, the TPU will address the following types of
questions:

+ What are the current restrictions, tariffs, taxes,
fees, and other impediments to importing particular
goods?

+ What is the effective rate of protection on key
imports?

+ What are the advantages and disadvantages of higher and

lower levels of protection?
+ What kind of supply response might occur if the tax
burden on particular sectors was lowered?

+ How might streamlined, export-oriented procedures
improve exports?
+ What effects would there be if the exchange rate were

devalued another 10% or 20%?

The Unit needs training and technical assistance for staff
development in the areas of trade policy analysis methodologies,
research and practices, as well using related databases.
Expanding the Unit's computer capability will also be essential.
The Unit informally reports to the Economic Advisor, who reports
directly to the PNDC Secretary and Deputy Minister. TIP
recommends that the de facto reporting structure be made
permanent and have the Unit report to the Economic Advisor. This
will then enable Unit to provide policy advice directly to the
Deputy Minister of Trade and Tourism, and act, at the Deputy
Minister's direction, to study issues brought up by the
interministerial committee that will be set up in response to TIP
conditionality.

The institutional analysis for the Bank of Ghana focuses on the
Development Finance Department (DFD) along with the BOG's past
experience in credit guarantee programs.

The Development Finance Department serves as the major financing
link between the BOG and financial institutions and industries.
The Department performs specialized, non-traditional central
banking functions that ensure the channelling of available funds,
especially foreign credits, through development and commercial
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banks to eligible private sector enterprise.

An examination of the Bank's administration of earlier guarantee
schemes that started in 1969, points out problems encountered in
their management. This, coupled with the deteriorating economy
in the late 1970s and early 1980s caused a decline in the use of
the guarantee funds.

Section 5.4.4, Export Credit Guarantee Fund, discusses details of
the Fund's operations. The primary difference proposed by TIP is
that the Fund will be established with private sector
institutions. The Bank's role will be oversight and regulatory.
Once the Bank nominates a private sector dominated board of
trustees and capitalizes the Fund, its role will be to monitor
its development.

id-to-Artisans, Inc. (ATA/US) is a nonprofit organization
dedicated to providing employment opportunities for disadvantaged
artisans across the world. By providing funding for materials,
help in product design, training and a crucial link to the U.S.
marketplace, ATA puts a practical, structured program in place
and sets an important process in motion. This process, which
begins with the making and marketing of quality crafts, crates
income - and ultimately a better quality of life - for the
artisans in developing countries and in economically depressed
areas of the U.S.

In 1987, ATA/US received a grant for a reconnaissance Mission to
Ghana to investigate the status of the handicraft industry and
the possibility of assisting Ghanaian craftspersons to use their
skills to increase their incomes through improving their products
for the export markets. The result of this trip was the
formation of a local NGO, modeled after ATA/US, called Aid-to-
Artisans, Ghana (ATAG). ATAG was established by the Ghanaian
private sector to assist various crafts-weaving of baskets,
weaving of kente and leather products to improve the products and
find markets, both locally and for export.

Currently, there are fifteen (15) private sector producer
associations of Ghanaian exporters and groups involved in
exports. These organizations represent a wide range of products
- horticulture, furniture, salt, kola nuts, fisheries, vyams,
minerals, scrap metal, vegetables, foodstuffs, etc. They vary
greatly in their level of development, type and quality of
service provided to their members and their interaction with the
GOG and other associations.

One of the outcomes resulting from the GEPC/USAID sponsored
Policy Implementation Challenge Workshop, "Diversifying Ghana's
Exports", was a need endorsed by a large majority of exporters,
to establish a viable private sector "umbrella" export promotion
organization. They realized the need to restructure themselves
to improve the delivery of services to their membership.
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They felt one way of doing this would be to establish a
Federation of Associations of Ghanaian Exporters (FAGE). This
organization would serve the entire NTE sector, as well as each
member association. While assisting the member organizations
with their export promotion-related needs, at the same time it
would mount an advocacy program for the broader issues related to
all of the organizations. To this end, the Federation of
Associations of Ghana Exporters (FAGE) was officially formed in
April 1992.

Project support to assist in the development and expansion of
viable export businesses will be provided by the Africa Project
Development Facility (APDF). APDF is a joint effort of the
African Development Bank (ADB), the International Finance
Corporation (IFC), the United Nations Development Programme
(UNDP) and the U.S. Agency for International Development (USAID).

It provides advisory services to private African entrepreneurs in
the preparation of viable projects. It assists them in obtaining
technical and managerial assistance needed to start or expand
projects. APDF does not provide financing, but does assist firms
in obtaining capital.

Two organizations that will play critical roles along with FAGE
in the emerging private sector are the Ghana National Chamber of
Commerce (GNCC) and the Agssociation of Ghana Industries (AGI).
Both organizations have been assessed as needing training and
technical assistance in the areas of program development,
membership building, financial control, human resource
development, general management skills, improved research and
information services and fee generating or funding capabilities.

The Ghana National Chamber of Commerce (GNCC) was established in
1961 by Executive Instrument to promote and protect trade,
commerce and industry. Registered members comprise approximately
1,000 companies and businesses, of which over half are actively
involved in diverse activities. There are nine district chapters
located in various regional capitals in Ghana.

The governing body of the Chamber is an elected Central Council
comprising a President, Vice President and Treasurer, and
representatives of the various district chapters. Administrative
offices are located in Accra, Kumasi, and Takoradi. An appointed
Executive Secretary, supported by a small secretariat of 15
employees, is in charge of the day to day operations of the
Chamber, reporting to a Central Executive Committee.

The Chamber is represented on various Government committees by
its Executive Secretary. It endeavors to provide access of
members to international trade information through its
relationships with other foreign chambers or trade associations.
It promotes trade through sponsorships of local trade fairs and
participation in foreign fairs and trade missions. It also
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provides various support services to both members and non-members
including certification of trade documents.

The Association of Ghana Industries (AGI) was formed in 1958.
From that time until 1985 it was known as the Federation of Ghana
Industries and later, the Ghana Manufacturers' Association. It
is a non-profit voluntary business association with over 1,500
members from large, medium and small industries in all parts of

Ghana.

Membership of the Association is open to all companies registered
in Ghana and engaged in industry in one form or the other.

AGI derives its funds from member contributions. These are
mainly annual subscriptions which are in three categories; for
large, medium and small companies.

The main obijectives of the Association are:

a) to provide a central organization for the promoting of
the interests of industry in Ghana;

b) to study and support or oppose legislative or other
measures affecting industry in Ghana;

c) to consider all questions related to with operating in
Ghana and to present the views and suggestions of
industry to Government.

The Association also encourages its members to undertake active
exportation of their products by the organizing trade fairs,
serving on trade delegations, providing answers to trade
enquiries and support to individual members in the export trade.

STRUCTURE

AGI is governed by a National Council made up of a) seven
members, who are elected once every two years at an annual
general meeting, b) the chairman from each of the Regional
Committees and c) Chairmen of the various industry sector
committees. Below the national council are 14 industry sector
committees. The sectors covered are:

1. Automotive services

2. Drugs and chemicals

3. Electrical and electronics
4. Food, drinks and tobacco
5. Garments and knittings

6. Metals and buildings

7. Printing, stationery and packing
8. Leather, rubber and plastics

9. Textiles

10. Toiletries and cosmetics
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11. Wood processing

12. Joint ventures

13. Small scale industries
14. Miscellaneous

11.3 Financial Management Assessments: Assessments were
completed by an independent accounting firm of the following

agencies: Ministry of Trade and Tourism Policy, Planning,
Monitoring and Evaluation Division, Trade Policy Unit
(MOTT/PPME/TPU) ; Ghana Export Promotion Council (GEPC); Ghana
National Chamber of Commerce (GNCC); and the Association of Ghana
Industries (AGI).

The purpose of the assessments was to review, evaluate and report
on the general financial management capabilities of the
organizations and make recommendations to correct weaknesses for
their improvement. The major internal controls evaluated were
the accounting and information systems, receipts and
disbursements of funds, procurement procedures and practices and
controls over bank accounts with particular emphasis being placed
on each organization's ability to record, process, summarize and
report financial data correctly.

While all of the assessments are important, those of the private
sector organizations, GNCC and AGI, take on added significance
because of TIP's private sector development thrust. The project
design had been to channel all private sector funds directly
through AGI. However, the results provided by the financial
management assessments clearly revealed that AGI and GNCC were
not capable of managing the funds.

More specifically the key findings indicated the following:
1. Internal control structure

In general the internal control structure of the
Association is inadequate for its operations and the
proposed TIP project. There is a need to review and
document the important and higher risk areas and
produce an accounting system and procedures manual.

2. Financial management capabilities

AGI does not currently have sufficient financial
management capability for the implementation of TIP.

Detailed recommendations were presented for remedying AGI's
deficiencies. Some of the key ones are:

1. The AGI Secretariat should define the financial
information requirements and their timing to guide
their production.
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2. Internal control systems, procedures and manuals should
be developed for all the major areas; activity driven
budgeting, banking, procurement and reporting.

3. Additional accounting personnel should be employed to
ensure that the existing workload on the finance
officer does not prevent prompt preparation of
financial reports. Alternatively, reallocations or
redefinitions of responsibilities should be made to
ensure individual's work loads are not unreasonable and
are performed on a timely basis.

Just as the above findings and recommendations are given for AGI,
the same was done for all the other agencies/organizations. They
will form the basis for designing and implementing the training
and technical assistance efforts to strengthen these entities and
raise them to an acceptable management performance level.

The Analysis gives a report of the scope of work, key findings
and recommendations, for improving each agency.

All of the organizations described in this section have the
potential to perform the proposed TIP activities. The
assessments have detailed their deficiencies and corrective
actions have been programmed to assist their development.

11.4 Social Soundness Summary: Ghana suffered substantial
declines in average income during the 1970s and early 1980s,
resulting in problems of poverty and deterioration of services.
The last five years have shown a reversal of that trend, and
increases in both traditional and non-traditional exports have
led to noticeable improvements. While this growth promises to
benefit the country as a whole, specific policies are needed to
insure that the diffusion of benefits occur as rapidly and widely
as possible and that displacements, inevitably associated with
economic change, are identified and alleviated.

Future export policies and programs will determine the ultimate
balance of opportunity for large and small entrepreneurs and have
an important influence on the level of social welfare.

Larger business will benefit the most from continuation of the
status quo in the export sector. Ownership is often established
by well placed public sector employees, who are educated and can
access credit and handle the bureaucratic procedures that prevail
in the export industry. their advantages will be reduced if
financing becomes more equitable and bureaucratic bottlenecks are
reduced. '

Export growth will affect the small-scale sector in a complex
fashion that will benefit many. This group accounts for most of
Ghana's economic activity and employment and is especially
important for women who control many areas of commerce and
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cottage industries. In the last few years numerous opportunities
have arisen. Hundreds of small firms expanded into export
operations. Further improvements for this group will depend upon
the elimination of privileges and regulations that favor large
operations; the expansion of appropriate credit, business
management training, and technical assistance programs; the
development of effective cooperatives that can share information,
capital equipment and locate appropriate overseas markets; and
the improvement of intra-regional West African trade linkages,
which favor low scales of operation.

The export sector studies that were done in the pineapple, and
textile areas give some indication of the potential effects
accruing to program beneficiaries in employment and income.
Employment and incomes will increase significantly in two
manners. First, the improvements in the enabling environment
will cause new firms to enter into NTE activities. TIP estimates
that the number of registered exporters will increase by 1,500 to
approximately 4,300 by the end of the program. Second, the
private sector support services provided by the project will help
the firms to expand into new markets and to increase in
efficiency. The first set of effects will yield an expansion of
employment, and the second will cause incomes to increase through
increased profits and wages.

New firms will be formed by the existing formal entrepreneurial
class, by the transformation of small and medium enterprises from
the informal sector into formal sector firms, by former employees
of these firms becoming entrepreneurs and by the entry of
international investors and entrepreneurs into Ghana's NTE
sector. By removing the policy and regulatory barriers to entry,
TIP will broaden the base of participation beyond those currently
engaged in protected industrial and state owned enterprises to
include persons from the informal sector, from craft occupations
and from the agricultural sector. An important source of new
entrepreneurs could also be the displaced workers from the public
sector and the SOE's (about six thousand persons per year, in
recent years). It is explicitly recognized that a major segment
of the trading and marketing enterprises in the informal sector
are operated by women. Some of these women-operated enterprises
will participate directly in export related activities, others
will participate by providing services within a more 1ntegrated
marketing systen.

Recent research on the impact of the ERP on women traders
indicates that women traders have benefited from improved market
access from the recent investments in rural roads and the removal
of harassment from officials. The principal problems faced by
women entrepreneurs are the low levels of economic activity (low
purchasing power), under-capitalization, and the entry of
displaced workers into informal trading activities. The women
traders of the research cited also credited the ERP with benefits
from investments in farm to market roads, because the traders are
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heavy users of road transport. Faster and more frequent trips
have allowed them to turn their scarce capital over more rapidly.

Continued refinement of the exchange regime will also benefit
informal cross-border exports to Ghana's neighbors, particularly
into the CFA countries. Again, many of the participants in these
activities are lower-income men and women.

The NTE expansion in Ghana will first develop by using low cost
labor and the existing resource base. At first employment will
expand at the prevailing wages; subsequently, as investment
increases, labor productivity (and hence wages) will increase.
Under current labor market conditions in Ghana, each ton of
pineapples exported embodies approximately $25 of farm labor and
each acre of pineapples generates one person year of permanent
employment, at wages higher than the legal minimum wage. In the
farms that use modern production techniques, each job is created
with $2000 to $5000 of investment. Currently, Ghana exports ten
thousand metric tons of fresh pineapples per year and its
neighbor Cote d'Ivoire exports 150,000. If Ghana were to reach
this level of output it would generate approximately 7,000 new
permanent jobs in pineapple production. Additional jobs would be
created in transporting, packing and handling of the increased
production.

The fruit and horticultural sector generate 100 to 200 permanent
jobs for each million dollars of increase in exports from these
sectors. While these will be low skilled jobs for fruit pickers,
sorters, packers, etc., certain job specific skills and knowledge
will be necessary, thus, these jobs will tend to pay wages above
the prevailing wage rate to insure retention of the work force.

In the case of textiles, approximately 10,000 persons are
employed in the formal parts of the sector. The prevailing wage
is approximately $2.00 per day (comparable to low skilled wages
in Indonesia). Much of the production is for the domestic
market. The potential in this sector lies in "stitch - and sew"
operations for export. In Mexico under the "Maquiladora" scheme
these operations were able to more than double employment from
15,000 to 35,000 in five years in the mid eighties. With the
growth of the maquiladoras in Mexico, labor costs there have
begun to rise (as in other Latin American and Asian countries).
The "stitch and sew" operations produce approximately $2.00 of
value added per person-hour of labor. Ghana's labor costs would
seem to offer an attractive advantage to establish a significant
apparel processing sector on the basis of the present installed
capacity in the textile sector. A doubling of employment to
20,000 seems feasible in the next five years in the textile
sector if Ghana were to exploit its non-quota status under the
multifiber agreement.

The increased consumption generated by the increased personal
incomes in the NTE sector will alsoc generate jobs in the other
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sectors of the economy. With enhancements in the tax system
through adoption of a VAT, there would be more revenues to
provide for public health and education services. The increased
foreign exchange earnings will also enable Ghana to become a more
attractive home for foreign direct investment in other sectors
such as tourism. Some of this investment would come from
repatriated Ghanaian financial and human capital. With
appropriate safequards for environmental concerns, the people-
level impacts of the TIP should be positive and broad based.
These economy wide effects will provide direct positive impacts
on the livelihood of Ghana's women and men traders as their scale
of business increases.

11.5 Environmental Analysis Summary: The Environmental Analysis
contains a discussion of potential environmental impacts
resulting from TIP, including an Initial Environmental
Examination (IEE). The analysis concludes that education and
training activities are recommended for categorical exclusion
pursuant to Reg. 16 (Section 22 CFR 216.2 (c)(2) (i), as is the
institutional support for various GOG entities.

The IEE concluded that TIP is not expected to have direct
significant impacts on threatened or endangered species or
critical habitat, but the over-all objective to provide the
support for a rapid expansion of non-traditional exports, is
liable to have long-term impacts (positive and negative) on the
natural resource base. It therefore recommended that four
Environmental Impact Assessments (EIAs) be carried out by the
Ghana Environmental Protection Council (EPC) in each of four
individual sectors, Commercial Agriculture, Mining, Fisheries and
Forestry to clearly identify long-term impacts, and to provide a
baseline for present status of the resource base. Also, a
special Tropical Forestry Environmental Assessment (TFEA) should
be carried out to delineate, define and ensure impact mitigation
of any Primary Tropical Forests which may be affected by the
program over the long-term.

Furthermore, it stated the long-term impacts due to policy reform
will be mitigated by an Environmental Monitoring, Evaluation and
Mitigation Plan (EMEMP), which will ensure course correction of
the TIP program as appropriate during implementation. This be
mostly achieved by feed-back to the GOG regarding changes in
policy reform and/or regulations. In this case it recommended
that the policy reform sections of TIP receive a negative
determination (as per Section 22 CFR 216.3 (a)(2)(i)).

The four EIAs, the TFEA and EMEMP were completed and the details
of each are presented in the Analysis.

Non-Traditional Agriculture Export Sector (NTAE)

The impact review focussed on the key agricultural products:
pineapple, yams, kola nuts, palm oil and others. For each of
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these products, it characterized and assessed the principal types
of environmental impacts: deforestation and land-use changes;
soil capability and erosion; pesticide use and repercussions -
residue in products, contamination of water, soil and vegetation,
harm to user's health, resistance of pets; fertilizer;
archeological diversity and socioeconomic implications.

Recommended responses were given for policies, legislative and
institutional reforms: EPC must be involved in the policy
dialogues, legislative and policy enforcement reforms and
institutional strengthening; mitigation measures: training and
education must focus sound on NATE production, extension
services, processing and transport capacities and the role of
decentralized government. Finally, monitoring capability must be
developed and identified needs prioritized and satisfied.

In conclusion, carrying out the identified recommendations is
needed to avoid degrading resources in the NTAE sector. Giving
serious attention to environmental considerations is critical to
ensuring the sustainability and productivity of NTAEs and to
benefit Ghana in general.

Salt Mining Industry on the Coastal and Riverine Lagoons

The review points out significantly that Ghana is signatory to
three international conventions that relate to the conservation
of wetlands and the fauna and flora they contain. Therefore,
Ghana has an obligation to promote wise use of her wetlands and
is expected to demand proper assessment of environmental impacts
before development projects in wetland areas are approved,
provide continuing evaluation during project execution and to
implement appropriate environmental conservation measures.

It presents an overview of the environmental impacts of the salt
mining industry on coastal wetland and details the salt
industry's production in coastal Ghana, production levels,
marketing, proposed developments and major constraints.
Potential impacts of the development of the industry on the
environment with particular reference to the biological value of
the coastal wetlands are discussed next.

In conclusion, mitigating measures are given for biodiversity
consideration: restricted pan development and sitting must be
taken to maintain adequate natural areas within the habitat:
protective measures and conservation education: impose
restrictions on access to known best sites during the breeding
season and educate the salt pan workers, visitors and the area
community about the conservation importance of the area; and
aquaculture developments: positive measures should be taken to
use the salt pans to enhance fish production through aquaculture.

Shrimp and Prawn Industry



136

The report gives information on aspects of Ghana's shrimp and
prawn industry. Discussions are presented on shrimp and prawn
industrial and artisanal harvesting. Next, an overview of two
aquaculture projects -~ freshwater and coastal plans - is
presented. The actions required for the monitoring, evaluation
and motivation of any impacts that promotion of this sector would
have on the environment are detailed as related to issues of
policy, legislation and institutional linkages.

To implement these actions, it is recommended that either EPC or
GEPC set up a committee to act as a forum for the sector and
provide a mechanism for feedback to GOG for environmental policy
reform. And finally, manpower development is essential to
improve the predictive and analytical capabilities of the sector.

Assessment of the Ghanaian Forest Sector

THe assessment presents a discussion of the state of Ghana's
forest resource - the forest reserve system and the preliminary
results of the forest inventory now in progress. This is
followed by an overview of the forest management systems
employed, timber concession policy and tropical timber exports
and markets. The four aspects of which are the industry as a
whole, tropical timber exports, export levies and restrictions
and regulatory and monitoring agencies for the timber industry.
The GOG has taken a number of steps in effort to sustainably
manage their tropical forest resource. However, the report
presents a series of conclusions and recommendations to ensure
sustainable utilization such as developing a new concession
policy, a new forest management policy to replace the girth limit
system with a modified selection system, charging royalties on a
per cubic meter basis and developing markets for the lesser known
timber species.

Environmental Impact of the Furniture Industry

The report starts out with a presentation of the timber
industry's resource base, the tropical hardwood industry and
constraints on the industry: natural resource availability,
access to market information, pricing, supplies of labor and
capital and access to capital. This is followed by a treatment
of the environmental considerations related to project
activities, socio-economic impact and conflicts with agriculture
and fisheries. Finally, recommendations are given for
environmentally sound development of the furniture industry.

These are 1) lesser-known timber species should be promoted by
the industry, 2) additional timber concessions should not be
issued for this sector, 3) the industry should invest in capital
improvements that will allow for more efficient utilization of
the raw material, 4) a new concession policy should be formulated
and promoting effective enforcement of existing policies.



137

Monitoring, Evaluation and Mitigation Plan (EMEMP)

Each of the Environmental Impact Assessments (EIAs) presented
environmental indicators for monitoring their impact. These were
compiled into a comprehensive EMEMP that was developed by the
Environmental Protection Council (EPC). Responsible GOG and NGO
that will be providing data to be used to monitor performance
have been identified as well as other mitigation measures.
Furthermore, lists of suggested projects and research needs have
been given for each area and decisions will be made on those to
be approved and funded during the life of the project.

It is important to stress that the project will take note of the
above findings and recommendations. Project implementation
includes funding for a comprehensive monitoring and mitigation
program.

11.6 Technical Analysis Summary: Ghana has made significant
strides in recent years in creating a positive environment for
increased investment and exports. The foreign exchange regime is
favorable and while the investment climate is not perfect it has
improved greatly. However, there are a number of constraints
existing which limit the export potential of Ghana. Pre-project
studies and subsequent analyses of exporters and commodities have
identified these constraints.

The four principal constraints limiting Ghana's export potential
are: 1) the enabling environment for exports, 2) the present
capacity of existing and/or potential export firms, 3) the
limited financial services available to exporters and 4)
inadequate infrastructure.

The commodity studies demonstrate very clearly that the potential
for increased diversity, quantity and quality of exports exists.
Furthermore, there are. export markets available for these
products.

To achieve the project's goal, Mission's approach will focus
providing resources of training and technical assistance the
public sector to enhance the enabling environment while
simultaneously strengthening the private sector to play a more
effective role. :

Provision will be made for direct intervention to private sector
non-traditional exporters and their related associations to
identify promising export markets; to produce internationally
competitive products; promote and sell products in established
and new markets; to obtain information and changing markets; and
to expand export production.

Ghana has confronted the twenty year devastation of its financial
system and taken strong remedial action. To revitalize the
financial sector, the government has worked jointly with the
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World Bank and the IMF since 1988 to implement a structural
adjustment program. A new Banking Act was passed in 1989 which
provides for capital adequacy requirements, lending limits based
on net worth, and routine bank inspections. The Bank of Ghana's
supervisory role has been given teeth. Open market operations of
the Bank of Ghana have mopped up excess liquidity and lowered
inflation.

Changes in regulations and tax laws and improvements to the
enabling environment have altered the shape of the financial
sector and the credit worthiness of NTE borrowers. Exporters
have been allowed to retain a growing part of the foreign
exchange proceeds from trade. Progress has been achieved by
removing the handicaps and giving the private financial
institutions room to run. In short, the World Bank has declared
the FINSAP a success -- so far. The real test will be increasing
credit facilities to the NTE sector without straining the
capacity of the banking system.

New institutions have been born while the old state owned
enterprises (SOEs) in finance are being reorganized and
restructured. Two discount houses have emerged to create an
interbank market and allow banks to adjust reserve positions.
Oone of them intends to concentrate on rediscount of trade-backed
corporations with a variety of debt and equity products. On the
equity side, the stock market began operations in November of
1990, and two venture capital operations have been established.
Furthermore, one leasing company, is now operational.

Management in the secondary banks have been replaced with interim
teams of contracted foreign bankers. The Non-Performing Asset
Recovery Trust (NPART) replaced a large amount of bank's non-
performing loans with low-yielding but performing bonds, thereby
cleaning up banks balance sheets and giving them room to reform.
Heads of state-owned banks proudly announce that they are being
left to do their jobs without telephone calls and pressure. New
commercial courts are expediting the settlement of claims and
disputes.

Will the improved capacity of banks and financial institutions be
brought to focus on NTE opportunities? NTE financing will be a
new direction among institutions which have fought for the few
choice customers in the market. Increasing the exports of fruit,
furniture, fish, salt, and manufactured products will require
continued progress to expand the already expanding scope of
financial operations.

Export finance operations will have to intensify their depth of
penetration into the various sub-sectors of production. Each of
the sub-sectors has its own particular operating cycle of
production and sales. At each step, appropriate financial
services and products track the cashflow, extending funds when
they are lacking and drawing them in when they are flush. And
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each stage of the cycle has its own risks which are shared,
mitigated or avoided by the banking sector.

The cash flow and riskiness of the exporter will dictate the
field of possibilities. At the export stage of the operating
cycle, banks provide letters of credit and instruments for
refinancing which turn over quickly. The exporter plows his
proceeds back into working assets and inventory. Banks extend
pre-export finance against firm orders to prepare for shipping.

Below the export cycle, producers need machinery and labor and a
layer of working capital to see them through their operating
cycles of inventory and payables. They need land and factories.
This requires investment and financial arrangements to match the
lifetime of their assets. Risks become increasingly complicated
and compounded as the calendar unwinds and analysis of management
performance becomes progressively wrapped in business conditions
and in the state of the local economy and in the economies of the
foreign buyers. At this stage, direct investment and venture
capital replace loans as a financing vehicle. Exporters seeking
this capital will be looking for technology, management and
access to many markets.
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