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ABSTRACT
Introduction: The discovery of oil has been both curse and blessing for Sub-Saharan African nations, most of which are younger republics than the continent’s first independent state, the Republic of Ghana.  While the government debates establishing an independent board and separate accounts to assure transparency, the London based, Tullow Oil; Dallas-based Kosmos Energy and Houston-based Anadarko Petroleum are set to begin production (drilling) scheduled to start bymid-2010.  The question looms large whether Ghana, which like its neighbors is expected to only get a small share, (10 percent) during the initial years of production, can avoid the same pitfalls that have befallen Sub-Saharan Africa’s three largest oil producers: (Nigeria, Angola, and Equatorial Guinea) and achieve local content utilization that benefits its budding entrepreneurial section?

Purpose:
This  analysis compares programs in other oil producing nations on the continent, and in the Persian Gulf states, to determine what is and is not working with respect to local content inclusion; it also reviews the systems currently in use or under consideration by  Ghana.  As an older more stable nation, Ghana seems to have the best change to get it right in terms of revenue sharing between the national and local governments, and implementing procurement policies that benefit indigenous firms.  But Ghana must also heed the words of Santayana: “Those who cannot remember the past, are condemned to repeat it.”

Results:
Ghana seems uniquely poised to learn from the experiences of other nations. It has established a Ministry of Private Sector Development, specifically designed to facilitate the growth and development of the private sector, somewhat akin to the U.S.’s Small Business Administration and Minority Business Development Agency.  Specific and measurable actions similar to those of South Africa’s Black Economic Empowerment Program are also being considered, and in some cases, implemented.  

Conclusion: This inquiry describes the short and long term challenges and opportunities facing entrepreneurs wanting to be involved in the natural resource and recommends ways that the nation can use oil/gas as a springboard for inclusive multi-sector economic development.
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I. Introduction

    In 2007 Kosmos Energy company of Dallas, Texas and its partners,  Houston’s Anadarko Petroleum, London’s Tullow Oil, and the Ghana National Petroleum Corporation GNPC, announced the discovery of billions of barrels of oil in a new offshore province, 200 miles southwest of Takordi,
  Ghana.  It was named the “Jubilee Field” because it was discovered during the year of the nation’s fiftieth anniversary, and more than twenty years after oil explorations had been initiated.  Ghanaians, in both Africa and the U.S, greeted the news as the long-awaited answer to a prayer.   
    The Accra Daily Mail, a local tabloid, ran a headline on July 19, 2007 that was mirrored by publications across the continent and reported around the globe: “Thank God. Thank God. Oil at Last.” During the watch night services on December 31, 2007, twenty-five churches held thanksgiving for the discovery of oil, and prayed for successful commercial production and exports.   Ghana’s President, John Kufuor suggested that “God had given oil to the NPP to be presented to Ghanaians.”   

    Upon taking office in 2001, Kufuor had proclaimed that Ghana would experience a “Golden Age for Business,” and had actively sought U.S. investments, under the favorable terms provided by the African Growth and Opportunities Act, AGOA, which the U.S. Congress had enacted in 2000. Kosmos Energy began operations utilizing the newest American technology, including 3d seismographic deep water equipment at a cost of nearly a million dollars a day. They were eager to locate the sizeable reservoirs of the light, sweet crude, common to Nigeria, which is craved by both the U.S. and China.
    “Even without oil, we are doing so well, already," Kufuor told The Economist in 2007. "Now, with oil as a shot in the arm, we're going to fly.” He was referring to the country’s strong economic showing, which included reduced interest rates, less poverty, a more favorable regulatory burden, and improved annual World Bank ratings. (Doing Business in Africa, 2009)
    Unfortunately, Kufuor’s optimistic prediction for what oil would do for Ghana conflicts with the experience of most other countries. Too often hydrocarbons have not been a blessing, but a curse. Issues of transparency, accountability, and income distribution have led to years of bloodshed and destruction, particularly among Ghana’s neighbors. The peace-loving Ghanaians, and their admirers, in the international community are wondering aloud what role the discovery of oil and gas play in the nation’s future. 
    In a 2009 report, the World Bank projected that government of Ghana could expect to reap, an average of US$1 billion annually between 2011 and 2029. “By way of comparison, government revenue in 2008 reached US$3.7 billion (excluding grants) and GDP US$16.1 billion. Such level of proven reserves puts Ghana at par with neighboring Cameroon (400 million barrels) and above Côte d‘Ivoire (100 million barrels), but much below Nigeria (36,200 million barrels).”
 
    The current issue of concern, from Washington to Beijing, is that today’s oil euphoria will give way to a sad realization that it is an exhaustible natural resource. Furthermore, history has shown that too often an oil boom leaves in its wake, the same economic ills that it was supposed to ameliorate, if not cure: poor housing, primitive infrastructure, environmental pollution, and lack of access to clean water, health care, and education.
Research Question
Can Ghana avoid the curse?  This question is the premise of the research, bounded by the contingent issue of whether Ghana can simultaneously seize the opportunities and meet the challenges for entrepreneurial development.  This complex question is the focus of this inquiry.
Method

This paper employs public information from a number of bilateral and multi-lateral donor agencies such as the African Development Foundation and World Bank, along with a content survey of internet and print publications on the Ghanaian oil sector beginning in June 2007 and continuing through the end of January 2010.  Anecdotal evidence was obtained, during the five-year period of 2000 to 2004, when this research team was employed by the, Center for Trade and Technology Transfer at Georgia State University, operated via the State of Georgia and as a legislative mandate via the Georgia Legislative Black Caucus.  During that five- year period, we made quarterly field visits, identifying market opportunities for Georgia firms to engage with indigenous firms and assessing the capability the prospects for small and medium-sized firms to exploit in Ghana’s diversified economy.  
II. Africa’s Resource Curse
Marketable natural resources can be a double-edged sword: on the one hand they can empower and enable, while on the other, they can disable and destroy. ‘
How is it that well-endowed nations such as those in Sub-Saharan Africa so often decline instead of advancing economically? Ghana’s hydrocarbon dilemma is but one instance of what is often termed the “resource curse or Dutch disease.”  
Table 1:    Locations and Manifestations of the Resource Curse
	Country
	Nigeria
	Equatorial Guinea
	Sierra 
Leone
	DRC
	Angola

	Product
	Oil and gas
	Oil and gas
	Diamonds
	Coltan/Cassiterite
	Oil and Gas

	Manifestations


	Kidnappings, sabotage, unrest
	Coup attempts
	Civil war, youth soldiers
	Civil War, gang violence
	Civil War 


    The type of resource appears to be of secondary concern. Regardless of what is at issue-- the diamonds of Sierra Leone, coltan and cassiterite of the Democratic Republic of Congo, or the oil of Angola, Nigeria, and Equatorial Guinea -- the outcomes have been equally negative: armed conflict, murders, kidnapping, rape and extortion, as well as bureaucratic infighting between the legislative and administrative bodies, and  claims and counterclaims by those feeling entitled to be benefit, particularly local people impacted by the pollution, civil strife and forced relocation. 
    The Specific Problem of Oil
Concern with the Gulf of Guinea as a reliable source of oil for the U.S. and in the U.S. national interest was used by the Bush Administration to justify the establishment of a separate division of the Department of Defense, The Africa Command.  In its May 2001 report, the Bush Administration National Energy Policy Development Group, reported:

Sub-Saharan Africa holds 7 percent of world oil reserves and comprises 11 percent of world oil production.  Along with Latin America, West Africa is expected to be one of the fastest-growing sources of oil and gas for the American market.  African oil tends to be of high quality and low in sulfur, making it suitable for stringent refined product requirements, and giving it a growing market share for refining centers on the East Coast of the United States.”

    Recent events, such as when an armed band of sixteen Nigerian separatists from its oil region, were captured in a coup attempt in February 2009. The ill-fated attempt was an effort to topple the government of Sub-Saharan Africa’s third largest producer, Equatorial Guinea, where President Theodore Obiang Nugema Mbasogo has been in power for almost three decades
.  Such events illustrate the calamities befalling resource rich nations, where income and wealth are concentrated in the federal government, and are seemingly not shared, or the benefits have not ‘trickled down’
 to the host communities or the population at large.  Attempts to Deal with the Problem

    According to an essay by Uwafiokum Idemudia in Africa Today, “it is the governance structure around extracting and processing resources and managing generated revenues that determines whether natural resources will turn out to be either a curse or a blessing. He also questions whether international policy response such as the Kimberly Initiative on diamonds helped or in fact, prolonged the conflict in Sierra Leone, Angola and DRC.  
    Similarly, there is now an international effort to address the resource curse -- the Extractive Industries Transparency Initiative, (EITI), designed to increase transparency in payments from international operating companies to governments and government-linked entities, as well as transparency over management of revenues by host country governments.  
  In September 2002, Tony Blair,  as Prime Minister of the United Kingdom announced the EITI program at the World Summit on Sustainable Development in Johannesburg, South Africa. Ghana, Nigeria and Azerbaijan piloted the EITI approach, which includes a set of reporting guidelines, a Statement of Principles, available on its official website, and six Criteria which represent the global minimum standard for EITI implementation. In 2003, EITI received official endorsement from the World Bank Group, which demanded that participants on several high profile projects, such as the Chad-Cameroon pipeline, which basically means that the governments made public: how much money was being received, by whom and where it was being spent.  This is the only way, they and other donors suggest accountability can be maintained.
     Local (National) Content Programs

    Local content programs were developed as a vehicle for increasing the economic benefits from the domestic oil and gas industry.   Such programs began during the exploration of the North Sea in Europe.  In the 1970s, the United Kingdom established an office of Offshore Supplies and introduced reporting and auditing procedures for monitoring purchases made by oil companies. Norway through its state-owned oil company, Statoil, used state intervention, in the form of compliance programs, to foster local industry and ownership.  In contrast, the Australian government specifically states in its oil sector regulations that no local content policy was in place, at least in the industry’s early development years. 
   Embedded in the local content approach is the idea of capitalizing on entrepreneurship,  as a tool for global competitiveness.  The Organization for Economic Cooperation and Development, OCED, reported in 1999 that the major European and several Asian nations (including Japan) had created initiatives to promote entrepreneurship. Transitional and emerging economies followed suit with Brazil, which has the largest concentration of Africans, outside of the continent of Africa, creating an initiative for black entrepreneurial development in 2006.  Similarly, Malaysia’s large state run oil companies, Petrobras and Petronas, adhere to a  strict implementation of local content policies and pro-active technology transfer.

    A broader enactment of the concept was established at the inception of the New Republic of South Africa through a program called “Black Economic Empowerment.” The program, which has been adopted in a number of other post-colonial African economies, is “the scorecard approach covering ownership, management, employment equity, skills development, procurement, corporate social responsibility, investment and enterprise formation.” (Mbeki, 2003).
    Programs exist in the Caribbean in countries such as  Trinidad and Tobago, which has been a model for Sub-Saharan African efforts. Oil giant Nigeria has an aggressive local content policy with goals of 45 percent in 2009 and 75 percent in 2010.   Angola, since ending its civil wars, has also required local content inclusion as part of its production sharing agreements. In 2006, Equatorial Guinea’s Government published a new Hydrocarbons Law, which  in Section XX requires local content utilization of 35 percent.  

    Ultimately, these local content programs, while overseen and mandated by the host countries, become in fact, a new tenet of the business social responsibility obligation of multi-national and U.S. based firms.

Opportunities and Challenges
    Still others, we among them, argue that there are multiple determinants and competing factors and factions that feed the “rule of law” vacuum that seems to lead to an exacerbation and compounding of all other factors.  Emeka Duruigbo, a member of the Nigerian and California Bar, who wrote a paper on this subject while a fellow at the Stanford Law School and Research Program in 2004, points to these factors:

· A natural conflict of interest when the nation’s petroleum company is both partner and regulator of the industry; 

· Lower returns to host countries in the initial years, as they repay the expensive exploration cost; 

·  The lack of inclusion and benefit to the indigenous population  

· The legal framework for the production sharing or joint venture agreements, by which the exploration and operations of oil are conducted.
    In sub-Saharan African countries, as in much of the world, the national oil company, is licensor for operators, partner in the discoveries and guardian of the public trust, with all revenues nationalized.  Consequently, before the first barrel of oil has even been pumped, the inherent conflicts of interest, under such arrangements, have often resulted in bribery and corruption allegations.  In the case of Ghana, a well publicized investigation is being conducted into the intent of lead explorer, Kosmos to sell out to Exxon for a reported US$4  billion, (Mbendi, 2009). Financed by investment firms Blackstone Capital and Warburg Pincus to the tune of over 500 million, (www.kosmos.com), Kosmos wants out of the operational side of Ghana’s oilfields, which its website clearly states is not its side of the business.
  
    While allegations and counterclaims abound, the heart of the argument seems to be over who should reap the windfall, from such a sale.  The party in power, at the time of the discovery, the NPP, lost the election in 2008, and the “witch hunting” began.  Kosmos had engaged a local partner for its operations in Ghana, called EO, which was composed of close associates of former President Kufour.  This company is said not to be incorporated in Ghana and to have benefitted from insider information on which fields to explore.  

    Unfortunately, oil exploration in Ghana, began like California’s gold rush, where if you could find it, you could claim it.  There were no regulations governing such issues as sales and right of first refusal, which understandably stressed the need for creating laws and regulations to govern the industry, before oil begins to be sold.  Still others have suggested that the real issue is that Ghana has a better offer from China, than from the U.S. based Exxon, and wishes to keep its options open.

    Ghana has strategically, straddled the line in the U.S.-China rivalry by allowing the U.S. to develop the West Africa Gas Pipeline project and China to take over and complete the BUI dam electrical project.   This is seen by some as a shrewd strategy, affording the nation access, information, expertise and technology from both super powers, while the U.S. and China, engage in a high stakes poker match to win Ghanaian resources.
     According to the Business Social Responsibility the international operating companies, IOCs, conduct their business in such as a manner as to control and direct both upstream and downstream opportunities.  While upstream, drilling and exploration activities are extremely capital intensive, U.S. oil firm Camac Holdings of Houston, Texas owned by a native Nigerian, has combined alliances with a major IOC and local content preferences win lucrative oil lots.  The company has diversified downstream and recently  transferred its oil refinery from the U.S. to South Africa. Camac, which is also engaged in trading and distribution, is the  #2 on the B.E. 100 List of top black enterprises, grossing over 2.6 billion dollars in 2009.

   On the other hand, other entrepreneurs have sought out the services needed in Ghana, which in effect would be considered, downstream or related activities as opposed to being associated with the core business at the heart of oil and gas exploration.  Opportunities are unlimited, for example,   Ghana has a burgeoning telecom industry that will be licensing new providers.  Emerging markets in Africa are  ‘virgin territory’ for phones, cable and digital television and other projects, such as cable television and private power production.

     In addition, U.S. policy initiatives from PEPAR, the President’s Emergency Plan for Aids Relief, offers medical related opportunities from clinic assessments to training, as well as telemedicine to the agricultural opportunities of the Millennium Challenge Compact and  the African Global Competitiveness Initiative, AGCI.  AGCI is a 5 year 200 million program to promote exports by African firms and coordinate assistance via the four African trade hubs in Ghana, Kenya, Botswana and Senegal, offer agriculture opportunities.  U.S. technology, expertise and examples have led to many entrepreneurs in Ghana seeking partnerships to take advantage of the market access granted by AGOA, and the lower cost of capital a U.S. partner could bring.
    However, all such deals have not been successful and as a result public scrutiny has intensified. A notorious debacle, with repercussions on both sides of the Atlantic, was the development of a 22,000 acre rice farm project.  Atlanta, Georgia based, Juliet Renee Cotton, principal of Quality Rice, convinced former president, Jerry Rawlings (in power at the time of President Clinton’s visit in 1998) to have the nation guarantee a $22 million dollar loan. Only 550 acres were put under cultivation and the company defaulted on the loan, as well as angered its other investors, who demanded an investigation. In 2002, Ms. Cotton was convicted of 35 counts of bank fraud, money laundering and making false statements and was given a 15 year sentence by an Atlanta federal court. 

    The Quality Rice failing, notwithstanding, Atlanta, with over 26,000 resident Africans maintains close ties with Ghana.  In 2006, the City of Atlanta, under the leadership of its first female mayor, Shirley Franklin, worked in conjunction with CARE, a non-governmental internal relief organization created a  USD $10 million program to assist Ghana’s second largest city, Kumasi.   That city with a population of 1.4 million will be provided management, administrative and technical assistance to meet urban challenges related to transportation, health, education, security. 
    Participation in public-private partnerships and business to business linkages are among the many ways Ghanaians are gearing up  to benefit from their citizenship, ability to acquire land and contacts, and hoping to attract business associates from the U.S. as partners.  

      Accordingly, in table 2, we present some of the factors that are critical to successful entrepreneurial endeavors in Ghana.  For each factor the requisite opportunities and challenges are presented. The table demonstrates that each opportunity has an endemic threat and vice versa.

Table 2     Entrepreneurial Considerations of Oil/Gas sector

	Factor
	Opportunities
	Threats

	Rule of Law                          
	Rule of law prevails. Unicameral legislature supported by independent press and judiciary.

Need for education in how to manage the revenues and develop systems of checks, balances and compliance.  This is an opportunity for public-private partnerships

  
	Laws governing sector proposed by previous administration were scrapped after election and process started anew. Exploration and operations for oil sector and related industries are proceeding 

while law is playing catch up

	Financing 
	Does not offer a large middle class market 
of consumers, but does offer enormous natural resources that are an attraction
	Financing interest rates are high; minimal commercial lending institutions

	Land Tenure   
(collateral)      
	Risk adjusted ROI not seen high enough
 to justify interest in investing.
	ROI is steady and outperforming other markets

	Labor Force
	Insufficient transportation, communications, trained or trainable human resources, equitable trade and employment practices.
	Labor force education is not as high as in Nigeria, but work orientation is good.

	Infrastructure
	In order to encourage Companies to hire local, African countries need to do a better job of providing education and health services to the potential sales force and make it easier to set up and do business.
	Education is one of the things that can 
 Be improved. Efforts to reverse the brain drain encouraging U.S. educated Africans and African-Americans via programs like Sullivan Teacher in Africa program to go to Africa.

	Industries                              
	Economy is diversified. Agriculture employs 60% of the population.  Mining, lumber and many other sectors, where Americans have expertise are open for investment.
	Commercial Agriculture support from national government in neighboring countries has been impacted by focus on oil.

	Small Business Initiatives
	Local Content will be part of industry laws and regulations, opening opportunities for indigenous firms and joint ventures.  Downstream opportunities that can add

 value or support sector will be available in a number of industries.
	Conflict of interest laws are not strong or same as U.S. This has led in other countries to government getting first 

choice of contracts and market opportunities.  

	Opportunity Cost          
	Countries need to sell themselves more aggressively to compete for FDI dollars.
	The nations are selling themselves and we are assisting them in that effort.


III. Avoiding “the Hydrocarbon Curse

   The emphasis on hydrocarbons, particularly those in West Africa, has been of interest to all donor countries.  A 2005 study by the Congressional Black Caucus Foundation’s Center for Policy Analysis and Research, entitled, Breaking the Oil syndrome:  Responsible Hydrocarbon Development in West Africa recommended that the U.S. take a more comprehensive and systematica approach to encouraging good governance, supporting transatlantic cooperation and encouraging adoption of revenue sharing schemes.  
 Similarly, a study by the United Kingdom’s Department for International Development (Mejia and Heuty, 2009) was titled, “Can Ghana Avoid the Oil Curse?: 
   Meja and Heuty focused on the issue of revenue management pointing out that attempts by Ghana’s mining industry attempts to decentralize and transfer funds to local governments had overwhelmed the management capacity of those governments.  Arguing that the central issue is full disclosure with transparency and accountability, the authors suggest that an independent body representing all stakeholders, similar to the nation’s Cocoa Board might be more practical. President Atta-Mills has already announced that all present and future contracts will be made public.
    From our site investigations and research, we think that whether or not Ghana can avoid the hydrocarbon curse depends on its ability to satisfy at least four determinants, which are repeated in the literature and assessment of its older competitors as being key factors:
1.    Good governance and Rule of Law
2.  Maintenance of a Diversified Economy

3.  Responsible Fund Management
4. Development of Socio-Economic Programs

1. Good Governance and Rule of Law
Ghana has undergone two peaceful transitions of power.   In 2000, the reins of power, in this multiparty democracy, were transferred from the incumbent, National Democratic Congress, NDC,  to the opposition National Patriotic Party (NPP) headed by Kufuor.  Kufuor, President of the Africa Union 2007-2008 during his second term, was one of five African presidents, who attended the G-8 summit meeting  in 2004 at Sea Island, Georgia, during the Presidency of George W. Bush.  He, along with South Africa’s Mbeki, Uganda’s Museveni, Senegal’s Wade and Nigeria’s Obansajo had been invited to discuss ideas on advancing the economic revival of Africa via the New Partnership for African Development, NEPAD, as well as the perennial issues of disease, poverty, and conflict.  
    In 2009, the NDC returned to power, with the former Vice President, John Atta Mills assuming leadership of a nation that like the rest of the world was suffering economically.    A current deficit has exacerbated the nation’s need for additional revenues for domestic spending and has led to oil revenues being projected, and in some cases promised, as solutions for a myriad of problems from public education deficits to road construction needs. 
     Ghanaian media reports that the local regional office in Sekondi-Takordi, the closest geographic region to where the off-shore oil is  located,  has voiced complaints about the sheer volume of visitors and their overwhelming demands for services from sanitation to housing.  These problems are challenges for governance and opportunities for the entrepreneurs.  For example, the lack of sanitation offers possibilities for mobile systems and other green or innovative technologies.  
    In 2000, during a pre-feasibility or field study, we worked with a U.S.--Ghanaian venture to pilot mobile sanitation facilities. Although the project proved the efficacy of these devices, the Ministry of Local Government could not commit the funds. The project developers then sought donor financing, which was not realized in part due to other commitments the Government of Ghana already had.  It is essential for entrepreneurs, seeking to do business in Ghana, to determine if their priority is also a government priority.
    At each level of the nation’s governance there is a need for greater education and business acumen to determine the risks versus benefits of short versus long term projects.  This type of training as well as project identification and development offer potential to entrepreneurs, both Ghanaians and their U.S. counterparts. 
    Training as part of a national capacity building program is one of the key areas in which nations, such as Norway, who have avoided the hydrocarbon curse, invest. This is a lucrative field with great potential for both Ghanaian and U.S. entrepreneurs, jointly and individually, since there are U.S. funding sources such as USAID offering multi-year funding for various programs.  In Trinidad & Tobago, Nigeria, Angola and Equatorial Guinea, among others, National Training Institutes have been developed to provide skill acquisition for employment in the industry. However, providing related training for entrepreneurs and for government officials, both elected and appointed, are also services that the nation will need and again could offer opportunities for savvy entrepreneurs.
2. Maintenance of a Diversified Economy

   In his July 2009 address to the Ghanaian legislature President Obama warned:  “Dependence on commodities - or on a single export - concentrates wealth in the hands of the few, and leaves people too vulnerable to downturns.”  The UK study warned against this same issue, but recognized that oil by its very nature has a centralizing effect on economies.  However, at present, Ghana’s economy has multiple streams of revenue generation.

 The agriculture sector currently contributes about 35% of the country’s Gross Domestic Product (GDP).  It accounts for some 30% of the country’s export earnings and 12% of its tax revenues, according to the World Trade Organization. The biggest cash crop is cocoa but rice, coffee, cassava, peanuts, corn, shea nuts, and bananas are also widely grown. Fishing and lumbering are important, although inadequate roads and facilities have hindered the development of the timber industry.
Minerals are found in the north, south and coastal regions, most importantly gold, as well as industrial diamonds, bauxite, and manganese.  Such rich resources have made the nation no stranger to dealing with extractive industry issues.  Ghana is the 2nd largest producer of gold on the continent and the 12th largest producer in the world, according to the U.S. State Department.  
Ms. Joyce Aryee, Chief Executive of the Ghana Chamber of Mines, has suggested continuously at forum after forum, of Ghanaians and other would-be investors should also consider the potential “huge revenue bases” in mica, marble, clay and salt, which are all relatively under-exploited. 

   Other major industries in Ghana are mining, lumbering, light manufacturing, aluminum smelting, cocoa and other food processing, and shipbuilding. The major exports are gold and other minerals, cocoa, timber, and tuna.
    Imports include capital equipment, petroleum, and foodstuffs. The Netherlands, Nigeria, Great Britain, the United States, and China are Ghana's major trade partners. It has been hailed as one of the best nations in Africa for investment, and after centuries of neglect and disinterest, Africa is now in the mainstream.  According to OCED, the rates of return on U.S. direct investments in Africa have been the highest of any region in the world, with its many new stock markets generating in excess of 100 percent.
    Countries like Ghana, Botswana, Namibia and South Africa, we term Africa’s Waking Lions,
 have consistently received better-than-average global scores for their governance in recent years by World Bank, IMF, and OCED, as well as other donors and financiers.  These countries, in particular, according to experts such as Corporate Council President Stephen Hayes, an organization whose membership boasts 85% of U.S. firms doing business in Africa, are some of the best choices for foreign direct investment. 
    Ghana seems the perfect stage for a real world experiment, where all the pieces for economic development and good business can come together.  The nation has made significant efforts to create an enabling environment, recently touted, by the international trade seminar organizer, CWC group, in advertisements for an oil/gas conference March 22-24, 2010 :
· An upside potential of over 1.8 billion barrels for the Jubilee field

· Many super majors are already attracted to the country
· First phase on-stream October 2010

· Approximately 120,000 barrels a day of light crude oil

· Approximately 160 million cubic feet a day of gas

· Stable government and a peaceful nation

· English speaking country

    Historically, Ghana has been a net importer of oil and gas; it does have an oil refinery built at TEMA in the early 1960s by Nkrumah.  Today that facility is in need of repair, but it demonstrates the Ghanaian capacity of forward thinking, where oil exploration and energy development has consistently been a national priority. 
    Ironically, gas prices often remain high in many producing and exporting countries, increasing the dissatisfaction with how oil revenues are managed. This is caused by the revenues, seeming to go in and out of revolving door, rather than turning over within the country in order to create a multiplier effect. Ghana should be in a better position because of its infrastructure, including an extensive road and rail system.  While modernization is needed, this challenge as does the need for increased electrical power generation, distribution and maintenance, offers opportunities for entrepreneurs.
         3.   Responsible Fund Management
         The key to avoiding the curse is inextricably linked to how the funds are managed.  There is
an immediate push vs. pull effect of immediate versus future needs.  While many, such as the expatriate community, are demanding Ghana establish a fund for the future that will allow the revenue stream to obtain sustainability, the pressing demands and needs of its citizens, 18.2% of which the UN deems extremely poor, meaning they live on less than one US dollar a day, (1.42 cedi, Ghana’s currency at today’s exchange rates) may take precedence. 
In the U.S. State of Alaska, the Alaska Permanent Fund provides all citizens with an annual dividend of approximately $1305 in 2009 (www.pfd.state.ak.us) from a long-term fund, which invests the proceeds of oil and gas.  A similar scheme operates in Norway, which the International Monetary Fund, among others, considers a model for what it terms ‘Sovereign Wealth Funds’.   In Norway, the fund is worth nearly 400 billion and supports among other things public pension, renewable energy and the non-oil budget deficit. Most important, allocations to the fund are an integrated part of the budget process, making the transactions completely transparent.                           
While some form of fund has been or is being capitalized in, Nigeria and Angola, Equatorial Guinea developed a unique program.  It created a Social Development Fund, in partnership with the US Agency for International Development, USAID where this small African nation, provided 15 million, to implement programs in health, education, women's affairs and the environment.

3. Developing Socio-Economic Programs
The influx of petro dollars is expected to create additional incentives for economic growth, social advancement and poverty reduction; however, Ghanaians seem cautiously optimistic, recognizing that these benefits generally do not happen in the short term.  According to Sika Awoonoor, a former analyst with Good Works International of Atlanta, the international business development firm founded by former UN Ambassador Andrew Young, and a native Ghanaian, as well as President of Good Choices a newly formed Ghanaian consulting firm, the key issue for entrepreneurs is to recognize that oil development and production is capital intensive.  “It is not labor intensive, meaning the true benefits to everyday Ghanaian will not come so much from upstream activities as downstream support services”  Awoonor  added that everything from toilet tissue supply to environmental clean-up would be needed as support services and it is on that end where Ghanaians and other entrepreneurs could really seize some opportunities. “Ghanaians are smart and they will figure out to how cash in on the development of oil,” she said.

The country’s system of laws and order, comparatively low incidence of HIV/Aids and ranking by World Bank in 2007, as one of the top ten reformers on the ease of doing business create a favorable institutional environment for entrepreneurship.   According to World Bank, approximately 70 percent of the Ghanaian workforce is employed in micro, small and medium-sized enterprises (2006).  In Ghana, the vast majority of households are supported by participation in some type of private sector activity; although for many, entrepreneurship is a necessity rather than an opportunity.   

The creation of the Private Sector Initiative, and local content schemes currently being implemented for  the new oil/gas sector legislation are all indicative of an improving landscape for entrepreneurs in Ghana. Policy changes that have led to financing and liberalization of regulations and processes for licensing, tenders and other business regulations, still is plagued by insufficient access to credit, according to both World Bank and IMF experts. 
    The Ghanaian Business Promotion Act of 1970 (Act 334), codified the support of small business. Since that time both local in-country and international donors have developed programs to support the objective of promoting growth-oriented, internationally competitive firms that could collectively reduce poverty and increase employment. (Poverty Reduction Strategy, 1990).  
     In 2002 the Africa Project Development Facility reported that there were 48 donor support programs in Ghana.  Examples include the West Africa Trade Hub, operated by an American contractor, and designed to facilitate AGOA activities i.e. exports to the U.S., the contra are programs such as the African Development Foundation, which provides grants and technical assistance to community groups and small enterprises that benefit under served and marginalized groups, who are not being currently addressed by existing governments programs, NGOs, or other international development efforts. USADF measures grant success in terms of jobs, increased incomes levels, and improved social conditions.  In 2009 USADF funded over $20 million for 150 project grants in 20 countries. An additional $4 million was used to fund African directed partner organizations that provide design and implementation support for USADF grantees. In Ghana, ADF currently has 23 projects, ranging in funding from $65,000 to $250,000.00.
    The U.S. track record in foreign oil producers such as Iraq and Kuwait has fueled  the suspicions of African nations about the good intentions of a military command that is supposedly designed only to help and assist.(www.Africom.mil).

     Still, we would argue that the U.S. Department of Defense’s, DoD, interest in Africa could have a positive impact on opportunities and challenges for entrepreneurs. Historically, the Department of Defense’s procurement annually exceeds its goals, for inclusion of minorities and historically underutilized firms and suggest that the existence of the Africa Command with Defense regulations such as the Buy American Act, may actually offer an opportunity for U.S. firms, particularly those owned by displaced Africans, descendants of slaves, to connect and do business with those firms owned by indigenous Africans.(www.dod.gov.)          There could, in our opinion, definitely be a winning combination, particularly, if U.S. preferential programs such as the Small Business 8 (a) program, socially and economically disadvantaged firms or HubZone, firms located in economically distressed areas, were coupled with local content initiatives, where there was also support and active capacity building efforts by the international operating companies, IOCs. 
IV. Conclusions and Recommendations

    The Hydrocarbon curse, while replete with examples around the globe and across the African continent, is not in and of itself inevitable. Even in the U.S., where the State of Alaska at first had its oil revenues squandered on political whims, the citizenry demanded accountability, which ultimately led to better fiscal management and equitable distribution.  Therefore, there is room for Ghana to have some trial and error as it seeks to forge what ultimately will be its own model for revenue sharing and income distribution. The nation in small and large forums, through delegations, advisers and various consultants is seeking to identify the best models and solutions from around the world, and that gives hope that at least some of these best practices will be adopted.

   Ultimately, in our view, the hydrocarbon curse is best avoided by investing in the business aspirations of the indigenous population.  Small business lending, procurement and capacity building will create businesses, which in the U.S. generate 95% of all new jobs.  With 70% of the population already engaged in some form of entrepreneurship, what is needed is a more systematic approach to assisting these firms and providing investment, finance and management development.  
   Too many of the existing programs are too costly to service the needs of micro firms and are not equipped to help women, who made be engaged in handicrafts bridge their way from trade and necessity to viable business ownership.  While micro lending in the country has some suppliers and successes, what is needed equally as much is financing for the mid-size firms, who are strapped with exorbitant interest rates, and lack of access to asset based or working capital financing.  The U.S. examples through its Small Business Administration and the Minority Business Development Agency of the U.S. Department of Commerce may be models for the nation to emulate.

   On the U.S. side of the Atlantic, it is incumbent upon perspective entrepreneurs to leverage and utilize contacts with indigenous Africans, which they may have acquired from school, work or familial ties.  Visiting Ghana and learning its customs and traditions, as well as its modus operandi for doing business, which often involves personal relationships, is key to this process. 
    There are many forums and educational outreach, including events such as the Whitman School’s annual, Doing Business in Africa, conference that can help prospective investors and entrepreneurs gain a foundation into the mechanics and process of doing business in developing nations, such as Ghana. However, nothing will take the place of the entrepreneur who is willing to seek professional guidance and make a journey to Africa to conduct his or her own field assessment or one in conjunction with the assistance of the local U.S. Embassy, such as Gold Key or via a private consulting firm.  
    Developing relationships, determining the geographical area and often central government’s investment priorities, and then creating business agreements for supportive or service industries is probably the best way for entrepreneurs on both sides of the Atlantic to meet the challenges and opportunities of Ghana’s entry and development as an oil and gas producing and exporting country.
End Notes
� Sekondi-Takordi is the 3rd largest city in Ghana and home to the nation’s first seaport, closest land to offshore oil finds.


� Doing Business in Africa, 2009, World Bank Report pg.104


� Something that can have favorable and/or unfavorable consequences at the same time.


�  Attempted coup in Feb. 2009 by group from Niger Delta. Reports from numerous publications including � HYPERLINK "http://www.allafrica.com" �www.allafrica.com� and NY Times. Previous coup attempt in 2004 led by British mercenaries under Simon Mann appear to be unrelated.


� Trickle down was the terminology used by Reagan administration for a concentration of resources into producers or high income 


vii Scramble for Africa was originally after WWI, when European powers competing for natural resources partitioned continent into present day nation states.


viii “Dutch Disease,” that hinders countries from attending to other commodity sectors such as agriculture and manufacturing. 





� Africa’s Waking Lions refers to nations such as Ghana, Botswana and Kenya who have had above average returns and experienced increased growth.  Lions are endemic to Africa as Tigers are to Asia i.e. Asian Tigers.
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