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Trade as the Engine of Growth 
Trade increases the opportunity to consume, which is 
the true definition of income. 

.. 

Ghana has a small, open economy that must rely upon 
external trade as the engine for its economic 

• expansion. 

Ghana cannot afford to insulate itself from the forces 
of global supply and demand - economic growth and 
living standards could suffer. 

2 
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Trade has been the basis for Growth ... 
• Increased openness for trade (exports and imports) 

has been the basis for economic growth in Ghana 
since the mid-80s. 
- Ghana's trade as a share of GDP has grown from 12% in 

1983 to 57% in 1995 to 110% in 2001. Real Per Capita 
Income has grown in the same time period (see the 
following chart). 

• Manufactured goods account for only 15% of 
exports. More high value-added exports are needed. 
- Ghana must produce quality goods and services 

demanded at prices equal to, or lower than, those 
prevailing in the international markets to compete. 
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Relationship between Income and Trade 
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High Value-Added Products For Economic Growth 
Ghana should (for faster economic expansion): 
• Promote a policy environment to facilitate low-cost 

production for export 

• Imported inputs needed for export production should 
enter free of duties; e.g., with the drawback 
program, and hassles are minimized 

• Increase production of high value-added products to 
target exports to high income countries 
- These markets represent the biggest pool of consumer 

spending in the world. 

• Use bilateral or multilatertal agreements to access 
high-income consumers' markets. 5 
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Accessing High-Income Consumer Markets 
• Produce to meet quality standards and quantities 

demanded by the high-income consumer 
- Market decides what it wants, when and of what quality 

and at what price. Producer must comply to access the 
market 

- Enter into strategic alliances with international firms to 
obtain investment credit, market information and 
facilitate sales in the destination markets 

• Reduce tariffs and obtain quota-free entry for 
Ghanaian exports through bilateral or multilateral 
trading arrangements. 

6 
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Why have A Trade Policy Statement For Ghana? 

• To build consensus on a unified trade policy vision for 
stakeholders 

• To ensure adoption of consistent trade instruments that are 
beneficial and reduce contradictions 

• To encourage a more predictable business environment 
that allows appropriate risk-taking for firms to expand 
production for exports 

• To send clear, unambiguous signals to investors, here and 
abroad, that Ghana is open to increased investment and 
trade 

• 

7 
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The Path to a Coherent Trade Policy 
An effective Trade Policy Coordinating Committee 
(TPCC) at the Ministry of Trade and Industry and 
President's Special Initiatives, with wide stakeholder 
participation to gain full support for the trade 
policies adopted. The TPCC can 
•lead the implementation of an outward-looking 

trade and investment policy that promotes access 
to high-income markets for Ghana's non
traditional exports 

•develop coherent policy responses to special 
internal or external situations that maintain 
business confidence and stability 

8 
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Current Trade Policy in Ghana 
Trade policy in Ghana is currently a collection of 
liberalization actions and interventionist measures that 
contradict one another and lead to confusion and 
misinformation in the business community 
Who is affected? 

• 

Ghanaian firms and their foreign counterparts doing, or 
intending to do, business in exports or imports from or to 
Ghana 

The result: 

Ghana's comparative advantage remains unexploited. Trade 
expansion is held back 

The average Ghanaian citizen pays more for purchases of 
ordinary consumer goods 

' 
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Restricting Imports by increasing tariffs ... 

• Allocates resources away from more productive uses 

• raises the cost of imported raw materials used in exports 
• increases the local price of protected outputs, thus hurting 

low-income consumers 

• Creates an artificial wedge between local and foreign prices 
and signals incentives to Ghanaian firms that are not 
sustainable in the long term 

• artificially raises the foreign currency value of the Cedi 
HARMING GHANAIAN EXPORTS IN GENERAL 

10 
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Tariffs Can ... 

• Encourage companies to maintain high prices even when 
market forces require lower prices 

• Create distortions that penalize competing users of the 
product or imported input 
- one firm's output is another firm's input 
- products may have multiple end uses; e.g., gray baft for 

textiles is entered duty-free [as eligible] but used for 
other end uses that would otherwise attract a duty 

• Increase the general cost of doing business 

Unintended effects of special tariffs are complex and include 
smuggling, misdeclaration or creative classification. 

11 
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Which Ghanaian Sectors Can Compete? 
• An "effective tariff protection" of over 100% allows many 

firms in agriculture and industry to remain in business 

• Enforcement of full reciprocity provisions of multilateral 
trade agreements; e.g., WTO and EU-ACP will jeopardize 
the profitability of many firms in Ghana 
- e.g., firms in textile, garments, plastics, aluminum, iron 

rods and processed foods are likely to suffer 
• Non-traditional exports of high value stand a better chance 

of competing globally without tariff protection at home 
- High-income consumers prepared to pay higher prices 

can cover the higher local cost of doing business 

12 
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Popular Arguments 'v' Liberalization 
• The economy is over-liberalized 

- markets were opened too wide and quickly to outside 
competition 

• Government allows foreign imports to put local producers 
out of business 

- Local producers pay taxes and create jobs 

• Current trade liberalization has not enhanced local 
producers' competitive advantage 

- Trade policy must protect the "national" interest 

' 

• Local producers are not able to compete in their own 
backyard and build competitive capacity before entering the 
global market 

13 
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What can Trade Liberalization do? 
• The ''flood'' of new consumer imports can challenge local industries to take advantage of newlyidentified market demand 

- Increasing prevalence of fruit juices at social and business occasions points to a preference for natural fruit juices to minerals 
- Use of local brands like Refresh and Kalyppo seems to have increased in Ghana even as Ceres entered to tap pent-up demand for juices 
- Foreign firms can reduce market expansion costs for Ghanaian firms as they take the risk of exploring and identifying new markets or products 

14 
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What can Trade Liberalization do? 
• promote improvements in local packaging and marketing 

• encourage product diversification and business expansion 
- Coca Cola Ghana Ltd. is diversifying its product line by 

introducing Bonaqua and Dasani water 

• build local market research capacity to meet new market 
information demands 

- This could lead to collaboration between Ghanaian 
industries and academia (similar to the South African 
CSIR model) 

• Integrate Ghanaian firms into the Global economy 
- by creating a policy environment for Ghanaian firms to 

harness their competitive advantage 

15 
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An effective Trade Policy Empowers Firms to ... 

• identify new opportunities or clusters to export or 

invest 

• align existing resources to respond to the export 

opportunity or cluster identified 

• develop strategic alliances to fill in their resource, 

technical, managerial and marketing gaps 

• benefit from economy-wide stability and reduced 

cost of doing business 

.. to produce market-specified quality products and 

export them fee and hassle free 

• 

16 
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A Successful Environment for Trade Should Have ... 

• A quantum leap in demand for strong Business 
Development Services (BDS) as a foundation for growing 
businesses to meet international market demands 

• Clusters with competitive advantage highlighted 

• Effective and efficient financial, labor and goods markets 
that reduce the cost of doing business and allow "clusters" 
of industries with competitive advantage to flourish 

- When a cluster has the determinants of competitiveness -
demand and factor conditions, firm strategies and 
structures and foundations - in its favor, it may have 
competitive advantage over other clusters. 

17 
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The Way Forward 

• Trade liberalization is a mixed blessing but worth pursuing, 
because the results for long-term development are proven as 
demonstrated by Singapore et al 

• Tariff protection is also a mixed blessing but, on balance, 
may harm Ghana's competitiveness 

• Accepted international trade policy instruments and 
protocols can be used to address domestic business 
grievances regarding "perceived" unfair trade practices 

• Trade policies should be outward-looking and promote full 
participation of Ghanaian firms in the global market 

18 
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The Way Forward 
• Trade policy and macroeconomic management are not 

independent of each other 
- Prudent economic management in the three markets 

(goods, financial and labor) increases the positive impact 
of outward-looking trade policies by enhancing a firm's 
ability to expand production for export with lower cost of 
doing business 

• Ghana needs a predictable and transparent trade policy 
- Policies must encourage firms to take calculated risks to 

expand their businesses and access new markets 
• Operating an open and free trade regime is not sufficient to 

raise Ghana's trade performance; nor does having a 
comparative and competitive advantage 

• Businesses must respond to the opportunities created. 19 
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The Way Forward 
• The Trade Policy Coordinating Committee (TPCC) can 

provide a forum to help create a level playing field for all 
stakeholders and establish support for a coherent trade 
policy. 

• The TPCC framework can allow deviations from the stated 
trade policy by providing a transparent mechanism to 
address special requests. 

- Special requests are indicative of market failure. A 
coherent trade policy can rationalize such requests to 
minimize impact on overall trade performance 

• The TPCC replaces sectoral or industry specific interests 
- compels all stakeholders to participate in maintaining a 

transparent national trade policy 

20 
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Elements of a Market-Driven Trade Policy 
• Transparency 

- Everyone knows or can access rules and regulations 

• Consistency 

- same over time and within Ghana's international 
obligations 

• Predictability 
- Changes are not ad hoc, and allow time for firms to 

adjust their business practices 

21 
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Elements of a Market-Driven Trade Policy 
• Openness 

- Anyone can export or import 

• Coherency 
- business rules do not contradict each other 

• Free 
- without quota or special tariffs on imports or exports 

22 
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Elements of a Market-Driven Trade Policy 
• Conciseness 

- Can be summarized to convey a sense of the importance 
attached to trade and investment in Ghana 

• Flexibility 

• 

- firms can adapt to changing external situations and re
focus on new products or markets without having to seek 

• • perm1ss1ons 

• Maintenance of a level playing field 
- Everyone in Ghana is subject to the same rules and 

regulations and exemptions are well-known 

23 
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Draft of Trade Policy Statement for Ghana 

To promote a transparent, effective and pro
active trade environment that enables firn1s 
in Ghana to establish and maintain a 
creative and competitive edge on the global 
market, thus promoting growth and 
prosperity for all citizens 

24 
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l sublillt :for the iofoflrlattoh of cabinet. the endosed ~ OeflnJng the 

~for .Gh~% T~ Policy. This po11cy framework takes cognisance of the 

need for the national trade policy to ~bute to Ghana's ~ agenda, and to 

"' complement programmes for poverty reduction and wealth creation as enshrined In the 

GPRS. 
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The Trade Policy Framework lays emphasis on: 

• Promotion and development of small and medium scale 

enterprises(SMEs); 

• Promote wealth creation among the rural communities through 

processing their products; 

• Export-led development strategy with focus on agro-processing and 

other local resourced-based manufactuling attivities; 

• Etnpowetlng the priVate sectOr In Ghana to participate in 

international trade In a competltiVe manner. 

The framework document also includes strategies for promoting Ghana's 

Inl:ematlonal trade relationS within the context ot the ECDWAS integration arrangement, 

tM ACJ>-EU Econonilc Partnership Agreements, the WTO multllatercil tracing 

arrangements as Well as the Africa Growth and Opportunlty Act Initiative of the US 

Government and other market access requirements from Ghana's trading partners . 
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·This tJac!e poliey ~ WllS ~ w a WOlbhep in~ 2002 In 
Whldi ·vattotis staT<ellokfettr J)aitic:lpat!!d. The \<fews and comments of those 

~~~been I~ ltlft) tne-Jihana Trade POiicy Framewortc dOcument 

•· 11tt1~"'~w~ ttJ~~ 

' 
ll\e'poHiy flmriCfi011< Will be ~ w ~ ifrt(I a full-fledged trade 

f)Ollfy~ .. 
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rJATioNALTRADE POU¢VFRAMi;woRIC boCUMStt 

. AlmsArul·Olijdm . a~ ......... 'Oft3"""'""'"-tr· ..... ~.· . "'J<"'U~<= ... llGH<!$ '~"-''1" 

• 'to mtitiibiite tni~ GrOwth''Of Ghana through the o~n of a rtee and 
~~;~~'In tl,Jrn, Wiii ~ ·GoYemment'.s eff<Jrts· -~ ~· 
redudion;al'ld wealt:h·creatton. 

• t:4· •u~ tf:iat ~· ~ Witt •dtfve .the eamomic groWtfl 'Of ~. 
-~·$· ~~ 1S ~~II .and theref~ if Ghana 1$ tb groV( as ~O'.l 
~. become a ~ agro.industriallsed (QUntry ln AYrlca by 201(1, then 1t Meds 
tQ aosaov ~ng. · ·· · 

• T'd'<~ ~ falr and .level ~ytng field In order tn ~nee d>mpet!tiveoess ·of 
inl'JU$Y. DlstqitfOrts lo~ trade ~ lead to ineffldent aBocation of.resources 
to protected sectOrS ra~ than effidt?nt and Q)mpetitlve Qlles. Thls lack of 
tp~ and lnefllclency ~that Ghanaian companies are unable to 
®fupete ln lnternatiQnal markets. It also means that consumers In Ghana pay 
hl!:lhtlr prk;es, and Qther ~t'$ who use products from protected sectOfs face 
increased costs and are unable to compete locally and In International markets. 
All these stifle economic growth. 

The'suceess of Ghana's Trade policy will be measured by the following benchmarl<s: 

• An increase in trade's Share of GOP as a measure of openness. 

• An Improvement in e.xport performance measured by Non-Traditional Export 
(NTE) share in GDP and increase in Ghana's world market share. 

• A reduction in the. number of complaints to MOTI&PSI regarding unfair trade 
practices as a measure of the extent to which the trade regime is fair and level. 

These objectives will be achieved through: 

• Promotion and development of new and existing domestic resourc~sed 
industries with export potential. 

• fmPpwering the private sector to participate in trade except where the 
Government might initiate temporary intervention for reasons of market failure, 
liSk mitigation and/or achieving economies of scale. Private sector participation 
Will foc:us on indigenous and joint venture small and medium sized companies. 

Sectoral Focus 
In tfie domestic agriculture and industry sector. 

• Emphasis will be on local resourc~sed industries and value added products, 
Whlch are globally competitive, to maximise the benefits to Ghana and promote 
wealth creation among the rural poor producers through processing of their 
products. 

---·--- -----
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• 't~.pt>llii.y ~'5tiould riot be usa:i tn~ Wh1dl are nOt viable and 

~ly ~~~~·in ~Gllleswttere11)s~r1y ~to support 
pOve1ty iedod:ion programmes ~ In agnculture·. 

• ~ pqitcy. l~mentS CO\llO be usE!d ti?lliiX>i1irifv rn sedrii's, Whidt are 
.'dlitl~fil·~~-

,. ~~ ~·Wiii be U!il!d Ol'if!•\WltStn.ens.t.!A!:a·fa,ir ~ feYel playing.· 
·fkl4:1n Gh&Oiil!$~ In ~ to·ciltow oompetft:ive t&hanaliln compam' to 
'lleihpete1&2fly Whefu imported Pl'odlitsiare ~.unfiii' ~-

• • •·tQmplerrierita')' JiOllcy Instruments wll be n~ to ensure a fair and level 
··~ilg fleld ~gst ~ ope@m . 

. fri.tli! ·~sec.tor. 

. • ·TJaife pollfy Will fucus on enc;oUlilQlng lnternatfOnallv <X!fl1petltlve kXal re50!.lrce

~ firmi; through a free and open trade regiriie. 

• Trane pc:>11c;1e5 will emphasise the development and promotion of export of 
services. 

GeoqraDbjc Fcicu5 

Main target markets for export: 

• The focus of the trade policy is to expand trade with our major trading partners -

EU, and the us - by taking advantage of the opportunities created under the 

Cotonou Agreement and the AGOA. Additionally, trade pol1cy will focus on 

lnaeasing our trade with the sub-region and other parts of the world. 

International Trading Environment 

Priorities in the global environment: 

• The immediate priority for international negotiations is within the ACP-EU 

framework because of the importance of Ghana's strong trade and economic links 

with the EU and the potential for a significant impact of these negotiations on 

Ghana's economy. 

• PriOrity will continue to be accorded to engagement In the ruu range of the wro 
negotiations to ensure maximisation of Ghana's market access opportunities 

worldwide. 

• Recognising the potential of developing exports to the sub-region, priority will 

.also be given to the ECOWAS market 
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.. 
• Ptlol'ity Will be gMmcti> ttJe US liiaiketi taldilg advantage of~ opportufllUeS 

ptOVidel1 Wittlin the AGO~ lnlllat!Ve. 

• GfianaWlll ~. the.Afflam ~ wtthkt the AU and other~ marlcets. 

~fQr~~!)l~ 

... , lfl ~-A,Q>:.fV ~ ~.1$t· ~·Will - to ~ belter. terns Of 
trade. . · In terl'il$.· · ol ~ i; .. ,.,.~ •••• .r iftatt<et . ..-....... {""'-· ....... · . tliles d 
.·.. .. .. . '"'V~ a''I'"""""'· . ............ :W-'"'"" .,_uy(lS,.. . . 

.. &riQln aw 0tner ~i!rtff ~ wlh a ··View w actiieVlng ·ill\ expansion 1n 

~"which woutcf ha\le a posll:lve irripact on ilnptJrt revenues, tocal ifldtiSbtes, 

rorelgfi ~e t?an11f19$,. ·whilst ma>drnisfng the potentlal benefits such as 
re<11J~·pr1~for:~. 

• 

• in the Ef:.QWM ~ ~ will • tt> aa:e1eiate moves towar$ ttte 
lhb!'gratlol'I of~ ~ SI~ It Will. lltfPl'Ove ·the system of tree trade In the 

l'f)9lon. and fadlltpte ACP;EU ne!}Otlatlons. 

• Under the AGOA ~n1tiat!Yei ·(lhatla wlR identffy !i!nd ~urage the development Qt' 

speclflc products, which am be produced kically and competttlvely for export to 

the us market. 

• Within the context of wro, Ghana wlD effectively participate in the full range of 

negotiationsto ensure that the results are benefidal to Ghana or do not adverSely 

affect Ghana. This will be i;K.hleved through defending our national interests and 

the building of strategic amances. 

National Trade Environment 

Macro-economic Policy needed to achieve trade policy objectives: 

• There are too many taxes at central, regional and district levels that complicate 

and make unctear the tax regime, which places a high burden/cost on businesses 

ln Ghana. There is the need for rationalisation and simplification of the tax 

system at all levels. 

• The system of tax assessment and collection will be revised. The current mode 

locks up capital and increases the cost of doing business thereby Increasing prices 

for consumers. 

• Government's expenditure should provide necessary physlca/ and sodal 

Infrastructure as well as attess to capltal/credlt ln order to enable businesS to 

operate competitively. 

• Government will take ~ry macroeconomic measures to help ensure lower 

interest rates and realiStic exchange rates. 
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~cRf.gime ~q ·~·.b:! ·~trade policy 9bjediYes: 

• ~~pf~~~~·whidlGtlanawitbe~ 
to over the cOOif~ ~}!; iis a teSUlt of (lj}.gO!rig .· ~ tariffS wllf be 
~ :~~ ~t~ lpss of~~' .Itjs·~ 
tm~fQr Gover.nment to·ldentlfy other sourtes Of revenue oltier than'tcitifl's. . 

•• ~ ' . . . • will • . .• thoSe .. · . . . . whkti . . . . .• . . . tO the 
" . -~ · .. · j®ntJfy lrnppet5 . . ~ 
~\ieii~tJV ~~and~ ooU.~ be~ 
ellmlnated. Tariff's ·00 the~ or~ irnpQl:ts would be rilduced within the 
··~· «W'TO~ ~Etl. stoWA5 arid 0tt1er.1ttta1iali'Onaf o61i9ati6ns. 

• •atner :~1iis.~1 6e lri$tlfute~rto ensore tran are no dlstOrtlbns In ·ttie 1tnport 
.i'll'9~. wt'!J$ ~kf ~ <:nmpetltlveness •. 

:• ~CUttei'lt ~ ~ Wlll be phased out tn .line with the identification of 
inputs for oomesti~ pri:x!Uction except when c!lctated by Ghana's lntemaoonat 
ol'lllgattons. 

• The ~ of no quahtlt<itlve restridions wHI be maintained to ens~ that there 
are no dfstort:lc>ns In the import regime, which could impede competil:ivenes, 
exeeptfor reasons of health, safety, environment and nati()nat security. 

• Standards and other technical requirements will be wro compliant. 

• Commercial defence lristruments would be developed and strengthened to ensure 
a fair and level playing field in the liberalised Ghanaian market (eg. Competition 
law and other wro acquired rights). . .., 

• Government Procurement wiO maintain preference for local suppliers to promote J 
local business. .;,, 

Export Regime Policy needed to achieVe trade policy Objectives: 

• There Will be no export taXeS, dlarges and other dunes except in the case of 
cocga and other selected agricultural products where the producers are outside 
the tax net. 

• Minimum export prices Should be eliminated as they distort market forces and 
.inhibit COOl~-

• EXport C<lfltrols shOUld not be used except for reasons of environment, food and 
national security, because they reduce certainty and restrict export groWth. 

4 
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• The. barlorl exports Of antiques and hlStDrlcal_ ~acts Wilt tie mat~ to 
-Ml~ ~ ttatkm91 ~~. .f)q)orts Qf. pro<ltJ<;ts· COYered by lntemattonal 
~ts, Will be banned 0r HCetiSed Where applicable. · · 

• ·l'be t:~ _bw,;,Jilcclnn tones. -Wilt be used s a stlrRUIUStO ·- . - . ...........dt.i;n arid .. · . .._,C#~~ iii export,.. ............... 
~~. ntil ·.Sud! .time that cfim'lesUc· envirOnmeot I c:onclodve for ~~-----· ..... s .. 

.- ~--~ ~wlD-beJ'l@1lecl tor an~ ecpor:terS as an 
~fOr)~pfOduetlOti arid~~ rota liMtted~ · 

• '~rnenfs --~ finalllie &Id li'lsutai1ee ·~ will -~ adeqirateiy 
,,.i't'$tl,·-~---~ ~in~ t.o~uce-ttie. ~ ·41-~ 
i!nd ~ th!!it competitiveneSs. 

• GovernmentWiD pro\llde'$Ubsta@I resou~ .to ·Gfiaria &port. Promot!On COUliOI 
(GSPt) ro · ur\deitake ~ ~ J)rOmotiorl and market development 

~ 

• Goi(emment: will ~ and strengthen trade representation abroad and 
adequately reSciurce the Trade Missions tn supJl'!>rt and S\JStaln export promotion 
and lt1Vestment activities. 

Work PJ'l)g@mme And Role Qf WldgSocjety 

MOTI&PSI's approach to developing these trade policle$ is to study the Implications 
and effects-Of the proposed changes to Government policy, practices and laws to 
trade, consumers, producers and especially pOQr segments of society. To ensure 
these contribute effectively to economic growth and poverty reduction, MOTI&PSI 
will ensure each policy component is: 

• Foclised (I.e. conttibutes to achieving the trade pOllcy objectives stated by the 
Government). 

• Reasoned {i.e. based on co~ i!fld rigoroos.analysis so that policy makers and 
stakeholders understand the full implications to wider society in Ghana of each 
proposal) 

• Transparent (Le. p01icy .and procedures are easily monitored and decision 
processes are dear). 

• Oarity (he. policies and laws are dearly set out, known and understOOd by all 
segments of sOclely). 

• Con~t (I.e. policies and laws are applied evenly and without discriminatiOn 
across all stakeholders). 
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• ~n (i~tliedslfflftiade li1 \;halia Is re:dlitea.as,au p0lii;:if!$~ laws will be 
~. setQIJt an<{ enfott;ed wltl1ollt exr;eptions). 

· ~ ~·· (i:~ Wiii ·~ pollde5 and Jaws enaQle the ~ or all ~~gf~. ' 

• ~~~~J~r~ wm ~setalmed at~ the ~.oti!ad1"patqt~u;~wtd.ertratte1)QliC1QbjettJ'tl_e$), 

A~ . . ·.,.!)ti eaat .,,.~ ~. · , · · :Mii be ........,.-' "'' ~-... This win . ·""""""'"paw ' """"' ""'''If"''""'· . ' t""'"t'Y'·- .. ,..""'·'---·'"'· ' ' ' rcrm~~9!'~~~"1t·~·io~ MOTI&PSiwtH f.c;rmaJ!Se~.througll the~ C?Dmmittee on.Tl'ade (110.t.tl ~~~lilC!fiS'~~~ inputs~ a~ 1Q refining the policy. ~n a~, as·~ Of·the Mlnistr(s ori.,g0i1g l'lilde Dfalogue .Strate9Y1 ~c St:a~lciers ·wm be identified and .~ to 9l'ln further Insight, analysis and epinlons:on MOTt &Pst$ oment thinking • 

A lifl!ll ~ paper· WID ;Qe prepared, taking accourit of the inputs from all Stakehotde& FolloWlng . the necessary ~, MOTI&PSI will begin 
~ d the PQlicy. This wm take the form of publlcation and promotion of the policies to all stakeholders, revised actMties of the MOTI&PSI Desks (changes to operations, regulations, laws and positions at International fora) and establishment of 
ac-hoc cross-Ministry Working Groups to ensure implementation of policies effectively. 
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