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Section I: Scope Paper

Political Situation

In December 2004, the incumbent President John Agyekum Kufuor won the election and began his second term.  This is the fourth democratic election since 1992.  Ghana’s democratic institutions have been gaining strength since the 1992 Constitution went into effect. Ghana has a tradition of religious tolerance. Ethnic tensions exist but are moderated by a history of mixed schooling and intermarriage and a constitutional requirement that political parties be nationally based and have no ethnic, religious, or regional orientation. Although Ghana has a stable political climate its image is marred by high corruption among government officials. The government of Ghana (GOG) has pledged to root out official corruption and to instill discipline to stimulate investment. The GOG is pursuing domestic political agenda based upon public commitment to the rule of law, basic human rights and free market initiatives.

Economic Situation  

After two decades of economic reform and liberalization program, Ghana has established a remarkable record of economic growth, expanding export industries, a growing stock market and a rapidly increasing private investment. The International Monetary Fund (IMF) and the World Bank supported these reforms. However in 2001 the GOG took advantage of debt relief under the Heavily Indebted Poor Country (HIPC) program, (reaching its decision point in February 4, 2002) due to a large fiscal deficit and increasing levels of indebtedness suffered by the country. Ghana reached the HIPC completion point in July 2004, resulting in approximately $3.5 billion in debt relief from Paris Club member countries. 

The overall economic policy of Ghana is being guided by the Ghana Poverty Reduction Strategy (GPRS) that is intended to accelerate growth and reduce poverty (2002-2005). The GOG has been implementing the financial and economic program of the GPRS with support from the IMF Poverty Reduction and Growth Facility (PRGF) agreement. The Ghana 2006 budget dubbed the ‘‘Budget of Hope” spelt out a second phase of the GPRS for another four years (2006-2009). It is however not clear whether the GOG would continue to utilize the current PRGF after May 2006. 
The economic growth rate in 2005 has remained at 5.2 percent.  In March 2006 inflation fell to a single digit of 9.9 percent down from 14.8 percent recorded in December 2005. However increases in fuel prices have contributed to fluctuations in the inflation rate in the country over the past few years. The average bank-lending rate, which is declining slowly, is 30 percent. In 2004, Ghana was selected as one of 16 Millennium Challenge Account (MCA)-eligible countries, due to its sound political and economic reform policies. The GOG and the Millennium Challenge Corporation (MCC) currently are negotiating to finalize $517 million compact agreement focusing on agro-business expansion.

General Trade

U.S. exports to Ghana in 2005 reached $337 million up from $309 million in 2004 making an increase of about 8 percent constituting 7 percent of Ghana’s total imports.  U.S. imports from Ghana also increased from $145 million to $158 million, an increase of 8 percent mainly due to increase in cocoa, wood and aluminum exports. Increased revenue from cocoa and gold export and donor assistance in 2005, has improved gross foreign exchange reserves at the Central Bank to an equivalent of over three months of imports.  The local currency remained relatively stable through out the year depreciating by a moderate 2.2 percent against the US dollar.  The currency will likely remain supported by cocoa and gold exports, strong remittances and the weak U.S. dollar. Ghana has been slow to take full advantage of the enhanced market access offered under the African Growth and Opportunity Act (AGOA), but is increasing its efforts in this area.
Ghana operates in a relatively free market environment. Trade and investment liberalization has been integral to Ghana’s economic reform program. These trade policies of the Government of Ghana (GOG) are focused on making Ghana the Gateway to West Africa. Ghana, a founding member of the WTO, has pledged to be in full compliance with its commitments to improve market access. 

Presently, Ghana has no Free Trade Agreements (FTA) with the United States but a number of policy discussions have been held between the two countries in that aspect. In February 1999 Ghana and the US signed a Trade and Investment Framework Agreement (TIFA) that is to establish a mechanism that would facilitate concrete measures required to continue moving the two countries to liberalized trade and investment. 

Ghana is a signatory to the African, Caribbean and Pacific (ACP)-European Union (EU) Partnership Agreement. This agreement offers a non-reciprocal preferential trade on many goods as well as substantial financial assistance. Since September 2002 the EU and the ACP including Ghana have been negotiating for Economic Partnership Agreements (EPA). The EPA is aimed at establishing new WTO compatible trading arrangements progressively removing barriers between EU and ACP countries and is expected to result in new Free Trade Agreements (FTA) by 2008.

Ghana is a member and co-founder of the Economic Community of West African States (ECOWAS), established in 1975 made up of 16 member countries. ECOWAS foresees the establishment of a free-trade area and, ultimately, a Customs Union, but it has made little progress to date. Ghana, however is committed to regional integration, and seeks and wishes to accelerate such initiatives. Additionally Ghana has bilateral arrangements with several trading partners, such as Malaysia, the Czech Republic, and Côte d'Ivoire, and is negotiating with more countries, including Romania, Greece, Burkina Faso, Zimbabwe, and Libya. 

Agricultural Situation
Ghana relies heavily upon its agricultural sector for employment and economic output.  About 40 percent of Gross Domestic Product and 60 percent of employment is tied directly to agriculture.  Ghana’s agriculture is centered upon smallholder, rain-fed farming. Cash crops grown include cocoa and cocoa products that provide two thirds of export revenue, timber products, and shea nuts (produces edible fat). Other Non-Traditional export crops are pineapples, cashew, mangoes and peppers. Basic food crops include cereals, (corn, rice, sorghum), tubers (cassava), and other local fruits and vegetables. Fish, poultry and other livestock provide income for producers. Ghana’s subsistence agricultural sector has not kept pace with the rapid growth in population hence the need for imported agricultural products. The GOG extension system is being privatized to make it more effective and efficient. The GOG offers price controls or incentives and offshore loans for cocoa purchases only. Primary problems faced by Ghanaian agriculture include lack of adequate infrastructure, underdeveloped credit facilities, difficulties in land tenure arrangements and inconsistent government policies and policy implementation. 

Agricultural Trade
Ghana is an important US agricultural export market and is a major purchaser of US rice, poultry, and wheat and high-value food products (processed fruits and vegetables).  U.S. imports are composed mostly of cocoa paste and cocoa butter and wood products. In CY 2005 U.S. agricultural exports to Ghana increased to approximately $82 million, up from $77 million in CY 2004.  Major competitors are Asia and the EU. The domestic sector offers consumers a limited selection of products.  Locally available products include: soft drinks, beer, fruit juice, snack food, biscuits, and bottled water. This creates an opportunity for US exports of processed food products.

Ghana could expand its agricultural trade through the elimination of tariff and non-tariff barriers. Issues looming in the future that would receive widespread support from domestic producers are increased tariff protection for rice and poultry farmers.  However, these types of programs would also generate strong resistance in the business and international donor community. The GOG has pledged its support to local growers and publicly states that it intends to expand production and reduce its import dependency for key food staples such as rice within the next four to five years.  The GOG actions in 2004 indicate that part of this strategy is to limit the availability of import licenses and generally raise barriers to agricultural trade. However, due to the growing HRI sector, especially the fast food sector, and a relatively large and growing expatriate community, demand for more convenient food has increased.  In addition, the rapidly growing Ghanaian middle class where both parents are working outside the home and the recent trend towards eating out has contributed to an increase in the consumption of products such as rice and poultry.

Regulatory System

The Food and Drugs Board (FDB), established in August 1997, is the GOG regulatory body established to protect and promote public health by ensuring that food and drugs consumed in Ghana are wholesome and safe. FDB officials carry out routine inspection and analysis of imported foods at the port of entry and at the retail level to ensure that food products are safe. Expired agricultural products on the market are removed and destroyed. FDB has the mandate to seize and destroy any product that is contaminated after testing in their laboratory. The testing of food products is not clear, uniform or transparent.  Sanitary or health certificates indicating that the products are disease free are required for plants and seeds, live animals, poultry (including eggs and day old chicks), and meat. 

Section II: SWOT Analysis
There is high demand for imported HVP products in Ghana. The domestic sector offers consumers a limited selection of products.  Locally available products include: soft drinks, beer, fruit juice, snack food, biscuits, and bottled water. 

The key constraints for expanding US exports to Ghana include: barriers, competition from the EU and Asian countries, high freight charges. 

	Opportunities
	Constraints

	· Ghana’s population of 22 million is growing at 2.7 percent per annum

· The Ghanaian market is relatively open tariff rates are relatively low and banded at zero, five, ten and twenty percent

· Ghanaian consumers associate U.S. food products with high quality and value.

· Growth in the tourism sector, expatriate community and demand from neighboring countries has expanded, created new opportunities.

· US HVP items entering Ghana enjoy a bonus market of about 250 million from neighboring West African countries

· Many high-value consumer ready items are not produced domestically.


	· Ghana’s estimated per capita income is $300. 

· Pressure on GOG to implement protectionist policies for sectors such as rice & poultry sectors remain high

· Competition from traditional suppliers in Europe and Asia. High freight rates for products shipped from the US

· U.S. exporters do not have sufficient information regarding the Ghanaian market.

· US firms view Ghana as a small market. There are few US freight consolidators who are willing to meet the requirements of Ghanaian importers

· Ghana’s domestic food processing capacity is under developed




Section III: Strategy and Goal Statements





Long Term Goals

1. Continue to build strategic alliances with key government institutions, regulators, importers, and major retailers to strengthen position of U.S. agricultural products in Ghana.

2. Continue to support both human and trade capacity building efforts in collaboration with other international donors to strengthen sanitary and phytosanitary systems and standard setting capability.  

Short-Term Goals

1. Work with the Food and Drugs Board to overcome labeling restrictions, which if implemented, could negatively impact the sale of U.S. high value products in retail outlets.

2. Work with the Ministry of Agriculture to remove bone-in beef imports and investigate possibility of working with high end HRI sector to promote the sale of U.S. beef products.    The FAS Accra Agoffice will continue to work with US Wheat, USAPEEC, and US rice interests.  

3. Continue to work with ASA to expand market share of U.S. soybean products (human and animal feed) in Ghana.
4. Continue to recruit Ghanaian business delegations to visit relevant trade shows in the U.S. and strengthen relationships with American companies interested in doing business in West Africa.    
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