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I. SUMMARY AND RECOMMENDATIONS

A. Face Sheet Data (See prior page)

B. Recommendations:

1. Grant $1,257,000

2. Determinations: None

C. Description of Project

The project's main purpose is the strengthening and
modernization of the Liberian intermal tax system, This will be
brought about through the application of professional technical
advisory services, training, and limited project-related commodities
support to personnel procedures and institutions in the present tax
system and the complete cooperation of the Ministry of Finance,

These are treated in more detail in the text of the report,

An essential by-prcduct of the tax modermization effort
will be substantially increased revenues from existing laws. These
revenues will be used primarily to fund the ambitious National Socio-
Economic Development Plan (PLAN) implemented by the GOL in FY 1977,
The PLAN has a rural development bias, However, its principal
beneficiaries will be both the rural and urban poor of Liberia,
Beyond external borrowings of $258,000,000 it will require the
generation of §157,000,000 in new revenues from existing domestic
sources, principally taxes, 1if the PLAN goals are met, So, the

proposal wouvld iose momentum if some fiscal stimulus is not introduced.
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. 1, : s s .
According to the PLAN «++ the revenue projection dues not include
any provision for new taxes or higher rates for existing taxes
during the next four years," Thus, administration of existing taxes

will nave to be substantially improved if PLAN goals are to be met.

A detailed descriotion of the project, its goals, obiectives,
planned inputs and expected outputs will be found under Part Ti, B -

Project Background and Detailed Analysis.

D. Summaxy Findings

The USAID/IRS evaluation team and GOL officials have
recognized the relevancy and appropriatenesc of this project to
Liberia's development needs. Indeed, wlthout new or additional
taxes (not contemplated by GOL) or this or a similar project to .
identify, collect, budget, and distribute additionzl domestic
revenues for the development effort, it is highly unlikely the

four-year National Socio-Economic Development Plan can succeed,

The development goals in the PLAN which can be identified
in mzjor part with the aspirations of Liberia's poor majority are
dependent sclely on foreign financing ($251 million) and new domestic
revenues ($164 million) from existing tax laws. See PLAY cables 6,
7, and 8 of Chapter 3, "Public Sector Development Expenditure and

Its Financing, FY 1977-80."

1) Page 13, Par. 45 (PLAN)



The proposed program for strenthening existing tax
administration institutions, advising administrators and training
personnel and upgrading working facilities and equipmenc, once
installed, should be féllowed by substantial increases ia tax
revenues, without new or changed laws and, after discounting the
increases for inflation, At the proposed 157 increase, compounded
over the four year life of the project, new revenues from existing
taxes should surpass $100,000,000 (U.S.) in present dollars.

(See Annex BJjfor relevant calculations.)

Based on rzlated data and conclusions drawn in the
pertinent social and financial amalyses in Section III of this
repcrt and the proposed Implementation Plan in Section IV, it

appears there are no impediments to initiating the project.,

The principal beneficiaries of the project will be
Liberia's indigent poor, and the principal contributors to the
increased revenues which will finance the domestic contribution
to the development plan will Le Liberia's middle and upper classes

and the business community.

The financial plan appears adequate and comprehensive.
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The GOL has responded well to the present tax advisory
assistance project. A recent follow-up IRS aud't training program
was well attended and successful, There is no reason to believe
that proposed project training carnot be readily absorbeu and

utilized.

As far as can be determined the project meets all
applicable statutory criteria., (See Statutory Checklist at

Annex B.S)

E. Project Issues

The evaluation team identified three project issues. They

have all been resolved.

The new property tax law has been passed by the legislature,
incorporating some suggestions from the evaluation team. Other
ambiguous areas will be treated in the property tax regulations to

be issued by the Ministry of Finance,

Counterparts to work with USAID/IRS advisors have been
designated by the Ministry and are satisfactory to the advisory

team,

Project related commodities (vehicles) are under order and

will be available for distribution by the end of the calendar year.



-5‘.

II. PROJECT BACKGROUND AND DETAILED YESCRIPTION

A. Background

1. Liberia and Its Development Program

Liberia, a West African Zountry of 43,000 square miles
(about the size of the State of Tenncssee) has a population of
1,746,687 (1974 Census), The Republic of Liberia was established
un July 26, 1847 and was the first Black African Colony to gain
independence, It was originally founded as a colony for liberated
American slaves in 1822, 1ts capital, Monrovia, is named for
James Mouroe, the fourth president of the U,S., who was in office
wher che colony was established. Monrovia has a population of

204,000,

Liberia has a low rate of literacy, something over
10%. In spite of the fact that the country has a number of
important mining operations and rubber plantations, fully 807% of

the population are subsistence farmers,

This study embraced a review of the administrztion of
all internal taxes in Liberia, except excises, and their supporting
functions. These included Income Tax, Property Taxes, Miscellaneous

Taxes, and the Motor Vehicles License Division.

Liberia imposes a progressive income tax on the net

incomes of individuals, partmnerships and <orporations. Tue rates
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range from a low of 27, in net incomes of individuals to a high of
457 in corporate net incomes in excess $1,000,000. The income tax
laws and allowable deductions are similar to those in the United
States, There is also a special tax on iron ore mining companies
now equal to 507 of their net profits, and a realty lease tax of
107. of annual rental payments, as well as various miscellaneocus

taxes,

A property tax law was enacted in 1959. The tax base
is extremely small so collections have buven minimal, Slightly over
15,000 property owners paid taxes in 1976, The UNDP sponsored
three property :ax advisors who recommended a proposed new site-
based law, However their program was curt;iled due to lack of
funding and the last UNDP advisor was forced to leave the
unfinished project in December, 1976. The new law showed a great
deal of promise and with proper administration collections should
increase at a rate of more than 257 a year. However present
management in the Division is weak, and untrained for administering

the law.

USAID has had an IRS/PASA specialist on-site for two
years advising the Income Tax Department in modern tax administration
prccedures. That project was completed in March 1977, A final
report was drafted enumerating improvements in administration in
the Income Tax Office, and revenue gains in the project's areas of
concentration, and ongoing problems. The project was given a

favorable evaluation by AID/L.
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The Government of Liberia (GOL) was favorably impressad
with the results of the project, Because of this and the proposal
to completely revise the Property Tax Law, as well as ~ need to
generate, internally, substantial revenues to fund an ambitious
four-year development plan, the GOL requested increased technical

assistance from USAID in the field of tax admi-istration.

Seventv percent of Liberia's GNP results from the
rubber, timber and iron ore extracting enclave economy. Funds
earned from these activities flow from Liberia to banks and
institutions in western Europe and the U.S. where they are invested
in normal money and capital market instruments, Thus, the growth
producing benefits of an indigenous supply of capital, both long-
and short-term, are missing. The existence of an organized and
well managed viberian money and capital market would induce the
enclave industries to keep their funds in Liberia rather than
repatriate them, further reducing budgetary pressures. Liberia is
a country which allows free convertibility of currency and is
politically stable, These are two essential factors for the
creation of an indigenous money or capital market, At present the
skills necessary tc launch such an operation are not present;
however, the potential managers exist. This is a major area in
which Liberia may be able to increase its capacity to finance its

own development,
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Liberia's four-year development plan (PLAN) (July 1,
1976 - June 30, 1980) calls for total experiitures of $415 million
over the pian period. $300 million, or 72,67 of the total, would
go to support programs to benefit principally the rural and urban
indigent., The programs include such projects as rural access roads,
agriculture and forestry, education and training, health, and low
* income housing and social welfare, 627 of the total, or $257 million,
is to come from foreign loans and graants. The 387 balance - §157
million - is to be generated internally from additional tax revenues.
When one considers that in 1975 total tax revenues collected by the
GOL approximated only $125 million the enormity of the task of
collecting an additional $39 million a year to fund the ambitious
development program can be appreciated. Other than the radical
change to the Real Property Tax Laws, no rew taxes to support the
PLAN are contemplated although an amendment to the Income Tax Law
to facilitate coliections is proposed., Alsoc the Austerity Tax,
considered regressive and unfair, was repealed in 1977, and an
revenue-offsetting amendment to income tax rates is being made.
So, the bulk of new revenues will have to come from better enforce-
ment of exi ‘ng laws. This is undoubtedly the principal reason
for the GOL's request for tax administration advisory assistance,
If more taxes are not generated through better administration of

present laws the development goals of the PLAN will not be achieved.,
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2. Project Priority and Relevance

The purpose of this project is to improve the quality
of tax administration in direct taxation so as to enable the GOL
to collect more legally due revenues to fund development projects
that will impact principally on the rural and urban poor. The

program goal contemplates the increased mobilization of domestic

resources for development. The project purpose is therefore
consistent with program objectives, Increased resources resulting
from the more efficient institutions for tax collection. will be
allocated to the annual development budgets which, in accord with
the National Development Plan, will have their major impact on
budgeted projects which inure to the benefit of Liberia's indigent

population.

-

3. Social Consgiderations

Other than the pervasive poverty of the subsistence
farmer and the unemployed urban slum dweller, the principal social
ills to which the Development Plan is directed stem from the lack
of pure water systems, inadequate sanitary facilities, the scarcity
of medical atitention and the .ccompanying problems of malnutrition

and disease,

Only about 207 of the country's population enjoys a

safe and dependable water supply. Those are mostly in the urban
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areas. 807 of the people rely on surface water and shallow wells

with all their problems of unreliability and pollution.

Sewage treatment is urknown outside Monrovia, where
a new $8 million sewage treatment system partially financed by
USAID was recently completed. Sewage treitment and water transport
systecms figure prominently in the Development Flam, $23.7 million

is prescently allccated for these water and sewage treatment.

The usual grim vital statistics found in many
developing ccuntries are not stramgers tc Liberia. Infant mortality
is generally estimated at 137-159 per 1,000 births, Life expectancy
is 45 years: The major causes of death are malaria and gastro-
intestinal diseases, egpecially, diarrhea and dysentery. $§22.6
million of the development budget is earmarked for health care,
including rural hospitals, clinics, preventative medical services

and training of mid-wives and nurcies
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Also, $20.6 million is budgeted for community,
vocational and secondary schools and teacher training. The
pericdic reviews and revisions of the development budget will
assure that supportive resources are provided along with new

facilities,

4. AITD and Other Relevant Experience

a. AID and IRS

AID and IRS have been providing tecnnical advice
and training in tax administiation to the developing countrier on
a progressive basis since 1963, This effort has covered all types
of internal taxes and all types of tax administration functions,
Most of the assistance has been given to developing countries in
the Western Hemisphere, although assistance has alzo heen provided
to India, South Kowrea, South Viet Nam, Turkey, and recently, to

Liberia.,

IRS has also given orientation and training to
visitors from 26 developing countries in Africa including Botswana,
Chad, Ethiopia, Ghana, Liberia, Mali, Semegal, Sierra Leone,
Tanzania, Zaire. Tambi:, & ! others, On-site training in Africa
has been given in Botswana, Liberia, Sierra Leone, and Ethiopia,

and Liberia.
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b. Other Participants

The British Ministry of Overseas Development now
sponsors a full-time consultant to the Income Tax Division, His
role is more operational than advisory. The original intention was
that he work with the Audit Division as an Intelligence expert,
That was not possible. He regularly advises the government with
respect to specific taxpayers and specific operating problems,
including concessionary agreements with foreign ccapanies. He has
recommended changes in tax laws and rates. He occasionally prepares
letters for the signature of the Minister and Deputy Ministers and
works on the preparation of Finance Ministry budgets. His contract
will expire in May 1978. It is not known now whether the contract

will be renewed,

On request from the GOL, the UNDP supplied three
advisors in the Property Tax Area In 1973 they initiated a program
to advise the tax office in identifying [roperties and related
procedures. More importantly they initiated the project which was
responsible for the proposed wholesale revision in the Property

Tax Law.

Unfortunately, due to curtailment of funds, the
UNDP project was terminated im Liberia and the last advisor left in

December 1976, leaving the entire project in the hands of the
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Property Tax Office. It will be extremely difficult, given the

present level of managerial and technical skill in that cffice,

for them to effectively administer the new law when it is passed.

The abrupt loss of the last UNDP advisor was the
principal motivator behind the government's request for foreign

advisory assistaonce to the property tax office,

c. Other Donor Coordination

Other than the possibility that the British
Ministry of Overseas vevelopment may extend the coatract of its
present specialist mentioned in Section II. A.4,b., it do=s not
appear likely there will be coordination f:rom any other donor in

the tax administration area,

UNDP has terminated its assistance program in this

area and does not intend to reinstate it.

5. Relationship to Other AID Activities

In Liberia as in other developing countries, AID
emphasizes those development activities that more directly benefit
the indigent population, It supports such programs as those designed
to increase food production for the subsistence farmer; better
technology for raising living standards of all the poor majority,

both rural and urban; assistance to primary and adult education;
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programs for ceaching skills to the untrained and illiterate;

commnity health programs; and similar activities,

The National Socio-Economic Development Plan and
supportive statements by top policy officials, including the

President of Liberia, are consistent with AID objectives.

B. Project Description

1. Goal and Purpose

The purpose of the project is to upgrade the capability
of the Ministry of Finance (MOF) to increase budgetable resources
from internal taxes. Achievement of the project purpose contemplates
substantial institutionalization of tax administration impirovements
in all direct tax offices - Income Tax, Property Tax, Miscellaneous
Taxes, and the Motor Vehicle License Division of the MOF to enable
the collection of substantial additional revenues from existing

tax laws.

Most of such increased revenues would, according to
current GOL planning, be diverted to the Development Budget where
their beneficial impact would fall primarily on Liberia's poor

majority, principally the subsistence farmer.

The purpose is consistent with the program goal which

contemplates the increased mobilization of domestic resources for

development, Among the most important and most predictable domestic
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resources are tax revenues, If the project purpose is achieved a
natural output will be the collection of more revenues through
improved tax administration capability. These increased revenues
would help satisfy the Development Plan's requirement for $157
million from domestic sources to help to fund increasing demands
for projects impacting principally on Liberia's rural and urban

poor.

In this regard it is appropriate to note that the
principal revenues which will ke benefitted from this advisory
assistance project are the Income and Real Estate Taxes., The
incidence of these taxes greatly favors the poor majority, since
the development effort to be funded from these redound principaliy
to their benefit, and the rural and urban poor are scarcely touchead

by these two levies,

The base exemption from the income tax and its
progressive nature forces its impact to fall principally on the
more affluent citizens and commercial and industrial entities. The
property tax has the same effect since owners of taxable property
likewise tend to be members of the upper middle and wealthier classes,
and business interests, Less than 57 of the Liberians will pay
income taxes and even if present property taxes quadruple or

quintuple, less than 107 will pay property iaxes,
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The tax institutigns which this project proposes to
improve will be able to increase, substantially, the number of payors
and the amounts of revenue per payor without violating those

percentage ceilings.

The MOF is, of course, the key ministry for raising and
collecting revenues, With close cooperation from the Bureau of the
Budget fiscal integrity has been considerably strengthened in the
last five years, Serious effort is now made to adhere to budgets
and to planning goals. The current (1977) project for reviewing and

revising the development budget is an example of this,

2. Project Strategy and Approach

Project strategy is predicated on the GOL's willingness
to assume an active counterpart supportive role tov assure the attain-
ment of project objectives, This contemplates allocations of new
revenues to appropriate projects outlined in the National Development
Tlian to assure that programmed resources flow to the benefit of

Liberia's rural and urban poor.

However, in order for benefits to be created in the
form of increased tax revenues that may flow from more effective
tax processing and collecting institutions it will be necessary that
policy officials in the Ministry are made aware of the relatiomnship

between better administration and increased revenues,



-17-

Further, to create more effective institutions will
require that the government give adequate budget suppoxt to the tax
administration effort to assure that per..anel will be trained,
functions strengthened, irtegrity monitored and that adequate

supplies, transportation and facilities are made available,

3. Project Elements

AID inputs to the project are principally technical
advisory services, training, and limited counterpart commodities
necessary for carry’'1g out project proposals and for achieving
project objectives, The total AID grant for the four-year life of

the project is budgeted at $1,257,000.

GOL contributions to project objectives will
approximate $425,000, and will consi:st primarily of appropriate
staff support, counterpart commodities, increased maintenance
budgets, expanded facilities and support for the USAID/IRS

advisory team.

a, Inputs

160 staff months of U.S. technical advice and tax
trainins, courses have been prograrmed for the four-year life of the
project. Advisory assistance would begin soon after October 1,
1977, with the arrival of the Senior Advisor. This could enable

the Senior Advisor to overlap with the on-board contract advisor
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who is scheduled to terminate his contract on or about October 1,
1977, The full-time Real Property Evaluation Specialist and
Collections and Systems Advisor would arrive immediately thereafter.
Formal training would begin in the first quarter of calendar year
1978. While the long-term advisors' time will be spread equally
over the four years of the project, short-term technicians will
have completed their specialized assignments by the end of the
third year. Approximately 80% of the formal training and
orientation will also have been completed at the end of the third
year, The fourth year of the project will be reserved primarily
for securing institutionalized gaims in the major departmental
and functional areas, evaluation of inputs and introduction of

new techniques,

The full time advisors will be required to
identify and coordinate with appropriate counterpart officials in
the tax administviiion activity to assure that advisory reccmmen-
dations will receive full and objective reception, and to assure
that project inputs are applied in an orderly and timely manner,
Principal responsibility for this and for all scheduled project
activities will rest with the Senior Advisor. 1In addition the
Senior Advisor will help to select and will supervise all short-
term U,S. advisors assigned to the project (16 staff months) through
authority for this supervision could be delegated to one of the
other long-.erm specialists, when appropriate. The Senior Advisor

would also be available for consultation in selecting and processing
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host government officials for training abroad, and he would assume

a viable technical role in restructuring the organization,
particularly with respeci to centralizing the tax administration,
the installation of the intermal audit function, advisory assistance
to the audit division, etc. Finally, he would be responsible tc

the USAID Mission and to IRS/TAASD for progress reporting on the

project.

The Real Property Evaluation specialist would work
primarily with the Real Estate Tax Division, His chief counternart
would normally be the Deputy Commissioner for Real Estate Taxes.

He would assist with administrative implications in the implementation
of the revised property tax law; with evaluations, assessments,
mapping, training, preparation of technical mamuals, and other
pertinent functions in the Real Estate Tax Division., He would also
assist in drafting work scope outlinas for short-term advisors to

that office and in other pertinent activities of the Tax Advisory

Team, He would report to the Senior Advisor and furnish such

activity reports as were required,

The Collection/Systems advisor would work with all
direct tax offices, including Miscellaneous Taxes and the Motor
Vehicle License Division, He would advise in office procedures,
collection activities, files, the preparation of appropriate

manuals, and the establishment of effective operating units within
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his area of expertise., He would assist in the gathering and reporting
of appropriate statistics, training courses, and in making recommen-
dations for improving processing, forms, space and the utilization

of appropriate personnel and in assisting the Real Property Tax
Office when needed, He would report to the Senior Advisor and

furnish such activity reports as were required.

The short-term technicians would advise in the
speciality areas of Evaluation of Rural Properties (6 months),
Mapping (3 months), Internal Audit and Inspection (3 months) and
Management Information (3 months). They would also assist in
appropriate on-site training programs as needed, Two specialized
on-site training programs are provided principally for technicians,
The two short courses in Advanced Auditing Techniques and Tax
Collection procedures will require a total of one staff month of
on-site service to coordinate with the long-term advisors in

teaching the courses,

Formal training abroad will include orientation
for four top policy/administrative executives, IRS Middle Management
Training for tax managers, and a formal course in tax administration

for one senior tax administration official,

The orientation course for the top policy/
administrative executives will incorporate a visit to all operational
levels of the U.S. Internal Revenue Service. The developing country

executive has an opportunity to meet and talk witl. top IRS tax
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officials in all major line and staff management areas. The
informal course is designed to demonstrate to those officials the
interrelationship of the various tax administration functions, and
to orient them to the necessity for considering adm.nistrative
implications prior to any final policy decisions in the taxation
areas, These orientation courses are normally of two weeks

duration.

The IRS Middle Management Courses for managers
below the level of the Commissioner of Internal Revenue are practical
courses in tax administration management, They incorporate formal
training with officials from cther developing ;ountries, affording
the participants a forum for the mutual discussion of problems and
the interchange of ideas. The participants also have an opportunity
to visit the various organizational levels and functions of the
Internal Revenue Service, and discuss procedures and problems with
local officials. A total of four staff and line managers are
proposed for these courses which mormally last from seven to nine

weeks,

In addition it is proposed that during the third
year of the project one particularly effective middle manager be
identified and selected to attend a special twenty-two week course
in tax administration at the Institute for Tax Administration at the

University of Southern Califormia. This is a high level comprehensive
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course that treats with all levels of tax administration. The
course is unique with USC. The instructor corps is drawn from
top level experienced (usually retired) tax executives from IRS,

The emphasis is on the practical,

The project also provides for minimal commodity
inputs such as calculators, typewriters, drafting equipment, files
and a project vehicle to support specific project activities, The
USAID costs amounts to about 357 of the total AID counterpart
contribution. GOL commodity costs for such items as desks, chairs,
bookkeeping machine and vehicles represent about 17% of total GOL

counterpart,

Principal inputs from the GOL would be operational
project support, expanded facilities, support for the advisory
team and limited commodity support. (See Annex B3 for cost

breakdown.)

b. Qutputs

The principal outpui will consist of the establish-
ment and/or upgrading of all major functions in the tax departments
including in the case of Income Tax and Auditing Divisions, the
taxpayer registers, collection, auditing, files for tax returns

and other documents, processing, receipt of returns and payments,
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delinquent accounts and returns, taxpayer education and appropriate
training. In the case of the Real Estate Tax Division, a basis

for an urban fiscal cadastre will have been es:ablished and a

block and parcel numbering system will be developed.

A cross-reference parcel/owner tax roll for real

estate taxes will be prepared and implemented.

Property identification and evaluation procedures
will have been committed to writtem manuals and a system for tax
mapping and other essential support for property tax assessments

will have been completed.

In the property tax area specialized training
will have been given to appropriate technicians in drafting,

enumeration, and property identification and evaluation,

Attention to improved procedures for processing
returns, licenses and other documents, upgrading and securing files
and related activities will be given to appropriate functions in

the Miscellaneous and Motor Vehicle License Division.

At least five procedural manuals will have been
prepared or perfected in the income tax, audit, and property tax

activities, and two periodic on-site training courses in simplification
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of office practices and effective communication will have been
developed aleng with local instruction capability, Unique records
will be controlled in locked files, real estate maps for the City
of Monrovia will have been completed, and, substantially, all
properties there will be identified and placed on the property

tax roll.

As a result of improved management, better
technical skills and more efficient procedureg and systems tax
revenues from direct taxes wili be increasing at a minimum rate

of 157 a year, after inflation,

Procedures for receiving, recording and transmission
of payments and tax returns will alsc be developed and installed for
the 23 Collectorates throughout the country and for the central

office in Monrovia.

An Intermal Audit and Inspection Unit will be
installed and staffed, The Income Tax Division, the Audit Division,
and others as appropriate will be incorporated into a Centralized

Bureauv of Internal Revenue under a single Commissioner.

Substantially all technical and managerial
personnel will have been subjected to job-related training., At

least four managers will have attended IRS Middle Management
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Training in the United States and at least four top policy executives
will have had orientation to a modern, sophisticated tax system. ‘he
latter will enable those executives to better understand modern tax

administration systems and their relatiooships to tax policy.

For a summary of the program goal project purpose,
inputs and outputs, the interrelationship of those, and quantification

of projected results see the Logical Framework Matrix, Annex A.
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III. Project Analysis

A. Public Policy and Develop..ent

Since his accession to the Presidency in 1971, Dr. William R.
Tolbert, Jr., has demonstrated repeatedly his concern for the low
levels of social and aconomic progress in Liberia. His success in
correcting those ills, to be certain, has been uneven. Life is so
difficult for most of the population, 80Z of whom scratch out a meager
living from the soil. that when a person achieves a position of
fiscal or political eminence, he tends to share his largess begrudgingly.
Liberia is similar to many developing economies in the lack of good
institutionalized social programs, an effective civil service system
for its public servants, an excess of political patronage and increasing
pressures on recurrent expenses that inhibit a strong capital development
budget.

However, President Tolbert's efforts at social betterment were
cultimated recently in the adoption of the previously mentioned Na. - .al
Socic-Economic Development Plan in 1976. That plan is now the correrstone
for social and economic progress in Liberia.

In lobbying for an integrated development plan President Tolbert said
0. necessity in past years, economic development in Liberia has centered
around the formulation and implementation of several isolated economic
projects. In the case of the public sector, projects were programmed on
an annual basis and expenditures were reflected m: inly through an annual
development budget. This approach lacked foresight into :l:e problem of

choice between present and future growth; and overlooked more often than
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not, the greater need for providing those necessary requirements for
the achievement of sustained economic growth."

"When I became President of Liberia .... I realized that Liberians
were living at mostly different levels of increasing wealth and
accelerating poverty." .... "I have continuingly sought to determine a
consistent policy of development .... which would benefit all of our
priapkex people,.... especially the subsistence sector of our economy."

"The present four-year Socio-Economic Development Plan .... is a
reflection of some of the early hopes of progress and change which we
have expressed."

In addition, in his message to the Legislature in January 1977, the
President in referring to the Development Plan cited 1976 as the "year
of implementation and improvement."” He pointed out that "we are spending
three times more today thaun we spent in 1971 to advance the development
of the nation." He then cited specific projects in the interior including
"a market in Jorwah, Bong County, the rehabilitation and construct.on of
the Sanyoea-Gbonota-Sinyen rural rcad system, a city market in Bentol
City, a new 2.7 mile rural road, new small three-room schoolhourses in
rural areas of Sawedee, Grand Cedeh County, rural clinics in Banbala and
Gerewende, a rural market in Bleh Town and a 15-mile farm-to-market road
in Loffa county."

In supporting the President, the Minister of Planning and Economic
Affairs, Mr. D. Franklin Neal stated, "Despite significant progress ....
there are still many areas of socio-economic deficiencies in Liberia.

For example, solutions must be found for the low productivity of traditiomal
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farmers, high incidence of illiteracy, modest level of school enrollment,
high infant and general mortality rates...." and "The great majority of
the progriums in this Plan have a rural development bias." In recognizing
the need for foreign assistance to Plan achievement, Minister Neal
observed, "Foreign capital and technical know-how are essential factors
in the transformation of the nation's national wealth intc the resources
needed for implementing broad programs of socio-economic deVelopmeﬁt.
Accordingly, Government has reaffirmed its "open door" policy of mutually
beneficial partnership between Liberia and foreign enterprises as a
crucial element of its development strategy."

The GOL launched its ambitious four-year development plan in March
1976 when President Tolbert presented it ‘o the legislature with the
observation that "In a developing eccnomy such as Liberia's the problems
of poverty, ignorance, and diesease are so striking and the vicilousness
of the "poverty trap" so staggering that the mere pursuit of survival
seems to be a way of life for the majority of a people of low productivity,
low per capita income, low savings and investment, and meagre enterprise.”

As mentioned, the Plan called for an investment in the development
budget of $415 million, $157 million of which would have to evolve from
new domestically-generated revenues over the four-year period. Since no
new taxes (other than property taxes) are being recommended to support the
development obiectives, the new ''domestically-generated revenues' will have
to come from hetter administration of existing tax laws.

The PLAN is currently (1977) being revised in an effort to assure the

proper development bias. While proposals for the coming year's budget
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and its development implications are not yet available, the President's

instructions to the economic team preparing the revision is that recurrent

expenses must be held to a near-zero rate of increase. Substantially, all

budget increases must go to the development budget.

Th2 PLAN was preceded by substantial, :though, as President ¥mhexx

Tolbert pointed out, uneven, development projects, strongly supported in

the National Budget. From 1971 to 1975 the Development Budget almost

quadrupled while current account budget was only increasing by about 50%.

(See Exhibit A in the Economic and Social Analysis).

B.

Social Analysis

1. Beneficiaries of the Project

The principal beneficiaries of the ultimate product from this
project will be the rural and urbamn poor of Liberia.

It 1Is of course obvious, the poor majority will not be direct
beneficiaries of the project. Likewise, the construction cf a secondary
school or a rural clinic, does not in itself be.ofit the illiterate
and the rural poor.

Also, even the ultimate product of better trained tax officials
and more efficient tax institutions, i.e., increased revenues will not
flow directly from the tax office to the rural and urban poor.

However, the ongoing integrity of any development program, directly
aimed at the poor majority, must rely sooner or later on ample fiscal
support from the government. If successful projects in any develop-
ment area are not institutionalized and don't survive the tour of the

adviso~ who helped establish them then the development assistance is
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is largely wasted.

So the issue i8: What forces are in place to assure that
increased tax revenues will benefit the poor majority? What has the
government done to assure that the fiscal pipeline will transport
the aid to where its needed?

In the case of Liberia that force is the ambitious National
Socio-Economic Development Plan strongly endorsed by the President and
approved in 1976 by the Legislature. An analysis of that plan demonstrates
that over 70% of the programs envisioned will impact on the subsistence
farmer and other indigent citizens. These are projects for the
development of agriculture, forestry, rural market roads, elementary
and vocational education and training, rural health clinics, social
welfare and others. (See Annex B).

The Flan contemplates that substantial injections of new domestic
revenues will be neededta to supplement the foreign loans and grants
that will be required to finance its estimated cost of $415 million.
Specifically, internal revenues will have to contribute $157 million of
the total. Other than the major change in the Real Estate Tax Law there
are no proposals for enacting new taxes to obtain this revenue., Sc the
new revenues must be xeaxtsedxxhxsry raised through existing taxes. Unless
sharp increases in tax rates are proposed that can only be done if tax
administration is substantially improved. For that reason the GOL is
extremely anxious to develop more effective tax administration.

Liberia has been fortunate in recent years in generating revenues
in excess of recurrent annual expenditures to the end that unstructured

development has accelerated. Indeed, as mentioned, President Tolbert
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pointed out when presenting the Plan to the legislature, that present
(1976) development spending was three times what it was in 1971. However,
to fund this new development program, present excess revenues over

the requirements for recurrent expenditures are far short of what 1s
needed. It is probably safe to say that if substantial new revenues

are not raised through taxation the ambitious Development Plan is
foredoomed.

2. Role of Women

The GOL does not discriminate in appointing women co important
technical and managerial positions. Presently there are a number of
capable women serving at both levels. The Deputy Minigter of Finance
for Fiscal Affairs and Banking 1Is a woman. The Director of Administration
in the Ministry is also a woman as is the Chief Legal Advisor to the
Minister. As noted other women occupy technical and supervisory
positions.

Technical Analysis and Envirommental Assessment

1. Technical Analysis

The project will emphasize institutionmalization and modernization
of all important internal tax administration functions, their eventual

:gration under a single Internal Revenue Office, the evaluation
and appraisal of taxable properties in accordance with the new property
tax law, and formal and informal training for substantially all
technicians and managers.

Beyond the IRS furnished advisory services there are few project-
related technical considerations. Project commodity budgets are modest,

and germane (See Annex B). Project planning appears adequate and

comprehensive. The timetable, the allocation of costing for technical
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service, training, commodities and other items appears both timely
and reasonable,

The expected payoff in terms of new revenues to support develop-
ment projects is very high, (See Annex BJ) The development plan and
budget to which these revenues will be primarily allocated has a strong
bias in favor of Liberia's Rural and Urban poor, (See Table 2 in
this Section.)

Following is a detailed analysis of project elements by category;
and by donor.

a. Technical Assistance

1) Description

The plan contemplates three advisors for the project
life. A real property/evaluation advisor to concentrate on
the Real Property Tax Office and especially the implementation
of the new law, A Collection - 0&{ advisor who will work with
all offices to institutionalize the collection function,
development and updating of filing systems, forms design, pro-
cessing of documents, etc. The third would be the generalist
Senior Tax Advisor who would coordinate the entire program,
including the development of new functions (internal audit
and inspection, centralization of authority, etc.). The senior
advisor would be responsible for overall project management,
including reporting, evaluation, etc.

The 15 months of short-term specialists includes 6 months
for a Real Property Rural Evaluation expert, 3 months for

a mapping specialist, 3 months for an Internal Audit and
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Security Advisor and 3 months for a Maragement Information
gpecialist,

2) Technical Soundness

The technical advisors all of whom will have had heavy
experience in development assistance are the major inputs
to this project. All project objectives will depend on
their successful performance. Advisory assistance proposed
is the minimum necessary for achieving project goals.

Training .

1) Description

Management training in the U.S. (IRS) is proposed for
four tax officials and a special course in Tax Administration
at the University of California for one outstanding official
in the third project year is also proposed. Also orientation
visits to IRS are scheduled for four poliry officials. 1In
addition on-site training in Intermediate Accounting and
Advanced Auditing Techniques is proposed for 10 technicians,
programmed training for real property technicians, and other
courses are also planned.

2) Technical Soundness

History with similar tax administration projects has
demonstrated the effectiveness of job oriented training,
Managers in developing country institutions are usually
very weak in modern administrative techniques. These courses
can help to remedy that defect., The need for mcre training
for technicians has been identified by all past studies of

tax office operations,
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Commodities

1) Description

USAID's commodity contributions will consist primarily of
electric and manual typewriters, adding machines, electric
calculators, suspension and locking files (for unique records),
photo copiers, drafting tables and equipment, map files, field
kits, and onéuvehicle for the property tax adviser.

GOL's commodity input, including a substantially increased
maintenance budget, includes furnishings for existing and
expanded offices - i.e. about 128 desks, tables, chairs, office
supplies, and 5 Jeeps for project assignment, The GOL will
also contribute substantial office space and administrative
and secretarial support for the USAID/IRS tax team.

2) Technical Soundness

Commodities, facilities, and improved maintenance are all
essential to project success. Tax collectors, auditors, real
property appraisers and advisors will all require minimal
office equipment and transportation to achieve project goals.
The real property element in particular will require consider-
able new equipment and furnishing to cope with the wholesale
charge in the manner of property evaluation under the new law,

Other Elements

1) Description

Other elements consist primarily of in-country travel,

project related publications and the like.
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2) Technical Soundness

The allocation of minimal budget support for travel
and project related publications is essential to project
success, Miscellaneous elements account for only about
1/107% of project costs.

2. Environmental Assessment

a. Examination of Potential Environmental Impact

While a number of the projects to be financed from increased
tax revenues would have varying degrees of environmental impact,
this project has none.

Its rrimary concern is upgrading the tax system through
improving the people, the functions and the equipment which
support it., There are no environmental considerations in the
activities that would achieve those objectives,

b. Recommendation for Environmental Action

In view of the nature of this project, it is concluded it has
no environmental implications and therefore it is recommended that
the Threshold Decision be negative and that no Environmental
Assessment or Environmental Impact Statement is required.

D. Economic and Social Setting

Liberia receives economic assistance from many countries, including the

United States, the Federal Republic of Germany, Italy, the Republic of China
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and others. It also receives assistance from the United Nations, the
World Bank, the African Development Bank and USAID.

Although the majority of Liberians are subsistence farmers, this
country has a relatively high level of activity in plantation agriculture
and iron ore mining. A significant amount of capital eouipment imports
are purchased directly by private concessionaires - mostly American.

Iron ore accounts for about 67% of Liberia's exports. Rubber is
second in importance with about 12X%. Diamonds, logs and lumber account
for most of the remainder. Total exports in 1975 were $394.3 million.

Imports are principally machinery and transportation equipment (35%),
industrial products (20%), petroleum and petroleum products (12%), and
foodstuffs and tobacco (7Z). Total imports during 1975 were $331.2
million leaving Liberia with a favorable trade balance of $63.1 million.

GDP (Monetary Economy) in 1973, the most recent yecar for which complete
figures are available, was estimated at $427.3 million. Of this mining
and industry including manufacturing produced 41%; commerce, about 17%;
agriculture, forestry and fishing accounted for 15Z; and trade, restaurants
and hotels 137.

The traditional agricultural sector is outside the monetary economy.

It accounted for an estimated $35 million in output in 1972,

Since 1971, recurrent expenditures (excluding recurring components

of the Development Budget) have grown at the relatively fast rate of

13.2% annually, from $£1.2 million to $77.1 million. (See Table 1

this Section). Current budget surplus increased from $18.7 million in

1971 to $48.3 million in 1975. Allocations for increasing expenditures
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for the Development Budget as noted increased at even a faster pace
from $6.7 million in 1971 to $25.3 million in 1975, However, to reach
the projected allocations for the new Development Plan, this increase,
must be substantially accelerated. The government needs $157 million
in new domestic revenues over the 1976-80 Plan neriod to achieve its
funding objectives.

This project is the primary response to that need.

Table 1 also lists tax revenues for the 1971-75 period. Preliminary
figures for 1976 indicate total collections for Income Property, Misc-
ellaneous Taxes and Motor Vehicle License fees to be $58,816,000. The
latter two catego-ies totaled $5,665,000 in 1975, All four categories

of re'enue will receive IRS advisory assistance over the proposed project

period.

TABLE 1 - SUMMARY OF CENTRAL GOVERMMENT FINANCES, 1971-1975

1971 1972 1973 1974 1975
(prel.)
($ Millicn)

REVENUES 69.9 78.2 89.8 108.6 125.4
Tax Revenues 57.8 62.1 70.9 89.1 89.8
(Income and Profit) (27.0) (27.5) (31.5) (41.5) (47.0)
(Property) (1.2) (1.4) (1.6) (1.6) (2.0)
(Domestic Tramsacticns) (3.8) (5.1) (7.3) (7.8) (8.0)
(Foreign Trade) (22.0) (23.4) (24.9) (33.0) (33.8)
(Other) (3.8) (4.7) (5.8) (5.2) (8.0)
Non Tax Revenue 12.1 16.1 18.9 19.5 26.6
CURRENT EXPENDITURE 51.2 52.2 61.4 74,2 77.1
Wages and Salaries 25.3 25.4 26.6 34.0 0.7
Goods and Services 15.1 18.1 22.3 28.0 24.9
Interest 6.0 5.0 4,7 4.3 3.9
Other 4.8 3.7 4.8 7.9 7.6
Current Surplus/Deficit ~18.7 26.0 28.4 34.4 48.3
DEVELOPMENT BUDGET 6.9 7.4 11.1 14.9 25.3
Budgetary Surplus/Deficit 11.8 18.6 17.3 19.5 23.0
NON-BUDGETARY EXPENDITURE 19.0 19.5 19.2 15.5 12.0
Overall Surplus/Deficit -7.2 -0.9 -1.9 4.0 11.0
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1SUHMARY OF DEVELOPMENT EXPENDITURE, CLASSIFIED BY SECTOR

(in US $000,000)

All Projects Percentage
Sector Total ($) Distribution
Agriculture $ 72 17.3
Forestry 8 1.9
Road Transportation 138 33.2
Social and Commuhity Services 74 17.8
(Education, Hezlth, Housing, Rural
Programs, Social Welfare) - _
TOTAL (Indigent Impact) $292 70.2
Manufacturing Industry (%) 17 (2) 4.1
Other Transportation/
Communication 36 8.7
Public Utilities (Includes
Water & Sewage) 48 11.6
Miscellaneous (Public Bldgs,
Tech. Assistance) 22 5.3
123 29.8

TOTAL, All Sectors 415 100.0

Source: National Soclo-Economic Development Plan, Chapter III, Page
11, Table 6



The reputation of Liberia as one of the most attractive investment aveas
in Black Africa is reflected in the U. S. investment in that country.
In 1975 the Department of Commerce estimated U. S. Inveatment in Liberia
at $303 million, almost triple the GOL's total tax revenues for that year.
As previously referenced the economic and social benefits to accure to
the target group from this project are very high. A projection relating
" to the four~year life of the project 1s set out in Annex B.L Since the
project will continue to produce substantial benefits after termimation
and after completion of the present Socio-Economic Development Plan,
future benefits to Liberia’s rural and urben poor will be limited only
by the scope of future development vrograms and the GOL's discipline
in hewing to developmernt targets.

E. Financia. .nalysis

The financial wviability of this project is discussed in Section C,
preceding and deomonstrated in tabular form at Annex B.l., The govermment's
ability to finance on-going and new development efforts from current
revenues after project completion i1s assured if project objectives are
met as planned.

This analysis relates to data presented In the four Exhibits following:

Exhibit A: Summary Cost Estimate and Financial Plan
(Total Project Costs)

Exhibit B: Financial Plan ~ Inputs (Breakdown of
AID/GOL inputs by project year)

Exhibit C: Costing of Project - Inputs/Outputs
(Relationship of Project inputs to outputs)

Exhibit D: Project Summary - AID Appropriated Fund
(AID's project element costs, by year)
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The project life is proposed for four years, Total funding is
budgeted at $1,682,000, USAID's grant-funded contributions will be
$1,257,000; the GOL contribution is $425,000, There is no other funding
proposed for the project.

The GOL counterpart contribution, which meets AID's guidelines is
made up of project-related operations support, facilities, commodities,
transportation and office and secretarial support for the USAID/IRS
advisory team,

AID's principal input will finance technical assistance and training.
A small percentage of AID's contribution (about 3 1/27) will support
project related commodities.

After termination of AID's project funding it is anticipated the
surfacing tax administration office will require no outside financing
beyond norwral GOL budget appropriations.

EYHIBIT A - SUMMARY COST ESTIMATE AND FINANCIAL PLAN
(U.S. $000)

Title: Tax Administration Modernization
Project No:

USE/SOURCE AID GOL TOTAL

1. Full Time Advisory Support $ 960 $ 28 $ 988
2., Full Time Jperations Support - 216 216
3. Shert Term Advisory Support 138 - 138
4, Formal Training and Orientation 47 - 47
5. Commodities and Facilities 40 161 201
6. Travel and Miscellaneous 12 - 12
7. Inflation Factor 60 20 80

$1,257 $425 $1,682
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EXHIBIT FINANCIAL PLAN - INPUTS
(U.s. $000)
FUNDING
PERIOD INPUTS* AID GOL TOTAL
FY 1978 U. S. Technical Services 336 336
Training 14 14
Commodities 26 31 57
Travel & HMisc. 3 3
GOL Operations Support 59 59
Advisory Team Support 12 12
Maintenance and Facilities 22 22
TOTALS 379 124 503
FY 1979 U. S. Technical Services 320 320
Training 25 25
Commodittes 10 20 30
Travel & Misc. 3 K]
GOL Operations Support 59 59
Advisory Team Support 6 6
Maintenance and Facilities 22 22
TOTALS 358 107 465
FY 1980 U. S. Technical Services 261 261
Training 2 2
Conmodities 4 22 26
Travel & Misc. 3 3
GOL Operations Support 59 59
Advisory Team Support 5 5
Maintenance and Facilities o 21 21
TOTALS 270 107 377
FY 1981 U. S. Technical Services 236 236
Training 9 9
Commodities 2 2 &4
Travel & Misc. K] 3
GOL Operations Support 59 59
Advisory Team Support 5 5
Maintenance and Facilities 21 21
TOTALS 240 87 327
GRAND TOTALS 1257 425 1682

#Detailad breakdown is available (Baseline Data)
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Title:

Projcct Wo.:

(U.S. $C00)

“(Contract Costs

Cost Couponents

U. S. Teclhmicians
Participants
Comnodilics
Travel and Misc,
Iniflation Yactor

TOTAT.

Tax Administration Modcrnization

Dther Agency)

Budgel Yeozrs (Fiscal)

ALD _APIROPRTINTED FULD

TOTAL 1978

$1098 319
47 12

%0 27

12 3

o 20
1257 338

o direct hive ALD Costs.

1979

19860 1961
249 225
2 9

3"
3 3
LAz 12
269 250
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Iv. IMPLEMENTATION PLANNING

A. Organization of Tax Administration in Liberia

Income Tax Administration in Liberia is divided into two
principal organizational components, the Income Tax Division and
the Audit Division. The prior USAID/IRS advisor worked almost
exclusively with the Income Tax Divisjon, which is involved in the
receipt of tax returms, accounting for revenues collecting and pursuing
delinquent accounts and returns. The Audit Division is responsible

for tax return audits, and corresponding assessments or credits.

There are also 23 regional collectorates in the interior
which receive both tax returns and tax payments. Other internal
revenues derive from taxes on local rentals, Real Estate Taxes,

Hut Taxes, Miscellaneous Taxes, and Motor License fees,

The Property Tax Division is composed of two major
cperating sections: The Valuation Section whose main responsibility
is the assessment of all real property in Liberia; and the Accounts
and Billing Section, primarily responsible for keeping records of

tax receipts and preparing bills for delivery to taxpayers.

Improved collections followed advances made during the

two year tour of the departing advisor in such areas as improved

staffing, techmnical training, procedures for processing certain
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documeats, limited follow-up on delinquent accounts, new income tax
files, and master files of taxpayers for withholding tax, estimated
taxes and taxpayers liable for filing business tax returns. However,

ther remains a substantial gap in tax administration in Liberia.

The absence 0of a functioning Civil Service creates some
equity problems in salary payments in the tax offices, and some
morale problems as well, USAID is presently working with the GOL
¢ the establishment of a Civil Sexrvice in Liberia. Preliminary
recommendations have been approved by the President within the last

year, but up to now, there has been no meaningful implementation.

The shortage of qualified managers, particularly at the
first line and mid-managerial levels, presents another serious
iwpediment to effective tax administration. There is an urgent
need for both on-the-job and formal training for these officials.
The lack of discipline and follow-through is another significant
drawback, as are inadequate planning and insufficient control over

employees, other resources, and procedures.

Technical personnel are likewise inadequately educated
and improperly trained. Most filing systems are inadequate, office
procedures are poorly defined and not properly written, delinquent
accounts snd returns are not processed according to an orderly

plan, and work discipline is generally poor.
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As pointed out in the departing advisor's end-of-tour
report, if a taxpayer refuses to honor a demand for payment,
remedial collection procedures are agonizingly slow. A draft law
1at would give the Minister of Finance or his delegate unilateral
authority to seize property to satisfy tax debts is now before the
President, The bill will eventually have to be approved by the
legislature., This is an example of the type of "administrative"

change needed to make tax enforcement more effective in Liberia,

The Audit Division, presently managed by a contracted
professional American, normally an integral part of an Income Tax
Office, is an independent function, reporting directly to the
Minister of Finance. The other tax functions report to the Deputy
Minister for Revenues. However, this project calls for the
eventual integration of the Audit Division into the Bureau of
Internal Revenue, with centralization of top administrative manage-

ment for all other tax functions as well,

Liaison with the 23 outlying field collectorates is
extremely tenuous. The central office is not properly advised of
either the receipt of tax payments or tax returns by the regional
offices. This results in embarrassing double-billing and inclusions
on delinquency lists of taxpayers who have already filed their tax
returns. Additionally, there have veen some embarrassing cash

shortages in some of the Collector.:ies.
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While there is inadequate equipment for the tax function
and insufficient transportation for auditors, collectors, canvassers,
and real estate tax assessors and field personnel, a major problem
with all equipment is the poor state of maintenance and complete
lack of a program for periodic inspection. A required counterpart
contribution by the GOL in this project is a provosed substantial

increase in the maintenance budget,

Present tax officials are very aware of the maintenance
problem. They are beginning to realize that inadequately maintained
equipment is equipment tha: is lost to the enforcement process,

They are dedicated to improving this situation. New project
vehicles purchased by the GOL will be routinely subjected to

improved maintenance schedules.

Other administrative problems such as inadequately trained
managers and technicians, the lack of written procedural manuals,
poorly designed forms, unrcconciled tax receipt registers, and
insufficient supplies to support the tax office functions will be

dealt with the body of this report,

Beyond this the Real Property Tax Office will be faced
with a completely new law to administer. The proposed site-based
law is a radical departure from the present law waich taxes urbai:

sites or lots at a flat rate of $2.00 a lot, rural land at flat
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rate of $.10 an acre, and buildings at assessed market values. New
evaluators must be recruited and trained, supporting equipment must
be acquired, increased space needs must be met, obsolete and
inadequate files will have to be updated and revised, and demands

for more efficient management will be greater than ever before.

Given the acknowledged endemic tax evasion in Liberia,
the lack of taxpayer education, weak collection procedures, other
administrative shortcomings, and integrity problems in the Tax
Department itself, it is quite evident there is much to be done
through better enforcement, strengthened procedures, establishment
of intermal audit and inspection, and more effective training for

managers and technicians.

B. IMPLEMENTATION PLAN

1. Intensive Review

The intensive review was completed with the preparation
of the PRP. In view of the recent decision to eliminate the PRP
that document was converted directly into this Project Paper (PP),

following a meeting at USAID/W at which major issues were identified,

2. Project Implementation

The Senior IRS advisor should be on-site in Liberia as
near the beginning of the fiscal year as possible. This will assure

early continuity with the existing recently terminated project in
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the Income Tax Office, and some overlap with the previous advisor,
who is retired and back in Liberia on a personal services contract.
The Real Property and Collection-0&M advisors shculd follow shortly

thereafter,

The major categories of AID inputs are technical
assistance and training. There is also minimal project commodity
and transportation support. Based on a projected 160 staff months
technical assistance and training and $54,000 for commodities and

transportation the following implementation schedule is proposed:

a. FY 1978
A total of 40 staff months wﬁll be provided
including 12 months of the senior advisor, 12 each for the Property
Tax and Collection/Systems specialists. The ¥emaining 4 months will
be supplied by a specialist in Rural Property evaluation and a
Mapping Specialist for the Property Tax Office. Depending on
arrival of full time advisors the 40 staff months above could be

scaled down somevhat.

Orientation to the IRS Tax System will be provided
to one top policy executive and IRS/INTAX management training to one

management official in the tax department,

-

Approximately 757 of project commodities will be

in place during the first year of the project.
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b. FY 1979

A total of 45 staff months will be provided
including 36 of the full-time advisors. The remaining 9 months will
be supplied by a Rural Property Evaluation Specialist, a Mapping
Specialist, an Internal Audit and Inspection Advisor, a Management
Information (Statistics) Specialist, and instructors foi on-site
technical courses in advanced audit techniques and collection

procedures,

A top policy official will be sent on an
cerientation visit to the IRS Tax System, two tax management officials
will be given IRS/INTAX management training, and one high level
administrative manager will be selected for the specialized academic
program in tax administration at the Un’versity of Southern
Califorria., About 30 techniciams will receive the on-site

training cited in the previous paragraph.

Approximately 907, of project comrodities will be

in place at the end of this year.

c. FY 1980
A total eof 39 staff months will be provided
including 36 from the long-term advisors. The remaining three will

be provided by a Rural Property Evaluation specialist and a lanage-

-
-

ment Information (Statistics) advisor,
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One top policy official vill be selectc. for

orientation to the IRS Tax System

The centralization of the Internal Revenue Qffice
will have been effected and the Internal Audit and Inspection function

will be functional.

More than 957, of the commodities budget for this

project will have been committed at the end of the third year.

d. FY 1981
A total of 3€ staff menths will be provided by

the long-term advisors in the fourth project year.

One top policy official will be sent on the
orientation visit to the TRS Tax System and one administrative

managment official will receive TRS/INTAX management training.

Formal project trairing will have been completed
and 1007 of the commodities budget will be committed at the end of

FY 19381.

During the entire project life AID/IRS inputs will

he coordinated with those of the GOL to assure orderly achievement

of the project objectives,

3.“.Project Implementation Schedule

-

-- Timetable



-~ 52 -

a. August 1977 PP Developce and Submitted
b, September 1977 PP Approval

c. October 1977 PROAG and PTIO/T Signed

d. November 1977 Chief of Party On-Site

C. Evaluation and Monitoring Plan

The project manager ror this project is the Senior Tax

Advisor.

The project manager will prepare periodic narrative reports,
no less often than quarterly, reporting on achievements/setbacks;
impediments and delayed sub-projects and plans for future actions.
The reports will be quantified to the extent possible, and at lcast
annually will record revenue collectiomns in project-related tax

arease.

Faiiure to achieve planned objectives must be explained

and alternative objectives must be established if feasible.

The project will also be monitored in terms of criteria
set out in the Logical Framework and the Project Implementation

Plan, both included in this PP,

Beyond this, a Project Appraisal Report (PAR) will be
submitted, annually, on the project. Other appraisals will be made
as required, and a full scale evaluation will be prepared when the

project is terminated.



- 53 -
Project-related GOL records must be made availavle to
USAID for inspection and znalysis when required to complete an

evaluation.

D. Conditions Covenants and Negotiating Status

Most actions required of the GOL prior to project
implementation are already achieved. However, there remain the
following conditions which must be met prior to execution of the

Project Agreement,

a. Agreement to counterpart commitment and evidence
of initiation of procurement procedures for some
counterpart obligations (i.e. expanded staff, new

jeeps, etc.) prior to execution of Project Agreement,

b. The new real estate tax law must be passed and
signed by the President before the Real Property

Advisor comes on board.

¢. The Property Tax Office must be prepared to utilize
services of Real Property tax advisor to assist in

administering new law., This will be reflected in

adequate staffing, facilities and equipment to enable

the project to start as planned.



ANNEX A

Vit WA20=20 (7=71)

E TR A A N 3

PROJECT DESIGH SUMHARY
LOGICAL FRAMEWORK

refs

& commc

fe &f Profest:

&4
L TLENENT L e Prem vy 782 rtaye 2/
L] La] ‘
Irs . Tetal U.Sé Funding: Z2 27 0@
RIS e Date Propersd: R
feie and Hunbery Inereascd Revanue far NDevelopnont Yo bbi=ti S0 =,
SO SUMMARY P ORIIUTIVELY VERIVIABLE TuBICATORE MEARS OF VERIFTOATION ! ) INDOATANT A8E€Uw I8V -
QYR OF it Gea The broadar 5
jective fr kb roject
avibutus

sressed mabilizacien of domestie
HOUTCUS,

Measures of Coal Achievement:

1, Tacrecased budget appropriations
that impact en the poor majority.

2. Twproved payment performance
en development leans,

3. TInereased availability ef
counterpart funds for projects
rolated development loans,

! l. Review of GOL budgets.

2, Reoview of COL expenditures,

3. Review of repayment schedules
fer Jdevelepinent leans.

4, Review of COL loan porctfolio,

-

v

«1
-

[ L]

Ascumptions for schicviagz 2
targets:

1. Izmercased duvelopment proje
to bencfir urbdban posr.

2, 1Inczcssed projecterelated
development activity fia ruzal
areas.

5
1]
| ]
2%
c-

3. Relative czones
stabiliry in {gtexid.

3
&
-
'
L4

ANNJ00 J1AVIIVAY 1S3



PROJECT BESIGH SUMMARY

LOGICAL FRAMEWORY L efd
Al 0= (V=] : ‘
gznzz':{?x‘:gx‘r 1(, " i Life of Project:
o ' rrom FY To ¥Y
- g ' Total U.S. Fundfng:
] cPQjuet Date Prepared:
Title anpd Mumber: Increused Revenue for Daveloepment ) N
: ‘E‘_':
o HARDATIVE. SUMMARY OBJECTIVELY VLRIFIABLE INDICATORS MEANS CF_VERIFICATION THPORTANT ASS.":PTIONS
rojert Purpose: Conditions that will indicate Asgsumptiong for achicving purpose
purpesu has been achieved; End
of projeet ctatus
r upgrade the eapsbility of the MOF 1, NOF cmployeces using medern 1, Proposccd new and changed 1, No major legiclative changes
v inercase resources from internal procecdures (audit, colleetion, organizational units installed and oeccur to reduce the tax base,
KeS,. document processing, rvegisters, functioning.
property identification,
valuation) in collecting revenues,
2, At least 907 ef Ekuelinical and 2, Roeview of announcements progress 2. That proposed property tax
managerlal staff in ehe intemal reports and ether evidence of law will be revicwed for tay -~
MOE divisioens (tax) engaged in trainlng programs for managers, cdainlstration implications and
in=gerviee tralning programs supervigors and technicfansg, be passed by the leg:-lature,
during life-of-projeect,
3, Dircet Taxes inercasing at J. Review of annual budgets, ' )
rate of 157 per anuum,
4. bBxisting property and other 4., Review of appropriate ”
tax laws/regulations changed or legiulation and regulations,
amended to stvengthen thelr
administratien,
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SUFPLENMENT 1

FROJECT DESIGN SUMMARY
LOGICAL FRAMEWORK

3 057 .

——— -

Life of Project:

From FY Zo TY

Ao u—
o Total U.S. Funding: —
"rojuet Date Prepared: —
Titde and Numbere Increased Revenue for Development
fooe 3
NARRATIVE SUsnL,gY ONJECTIVELY VERIFIABLE INDICATOKS MEANS OF VERIFICATION » INPORTANT ASSUNPTIONS —

Qutputy;

1. iraining of technical and
wanagerial personnel in such functional

Magnitude of Outputs:

1, More than 90% of managerial and
technlcal employces will have

aveds as audis and collection techniques, received related training.

vrocussing of documunts, delinquent
accounts and returns, drafeing,

erumarition, (and property identification
and cvaluation), as well as in management

and supervisory skills,

2. Yucablishment of regular training
programs in audic, work simplification
and comuunications,

3. Orientation of tax policy and top
admintstracive exceutlves to tax
adminiscration and Lits relationship to
tax wolicy,

&4, Establichment and/or upgrading of
suchi funetions as taxpayer reglsters,
audit and collection, property identi-
fleation and evaluation procedures, a
syeten for tax nepping und otherx
eyasential suppore,

2, Approximately 35 employces
reeelving routine in-housc training
in audit, communication and work
simplification,

3. Senlor policy arnd administra-
tive officlals will have received
orientation programs,

4, Modernizacion of tax adminige
tration units, including taxpayer
regigters, audit and collection
functions, identificatiorn and
valuation of property, and ctfner
related arcas,

1. Review of maps, procedures, files
functions and written matter .to
ascertain that projected outputs are
in place and functioning,

2, Review of reports of trainers and
participants who have participated in
projected training cxercises,

3, Commissioner of Internal Revenue
appointed and functioning.

Assunptions for achicving outputs;

1, Joint coopergtion from all levels
and functiont of adsinigtration
involved.

2, Substantial implementation of
advisory reccozmendations by Ministry
of Finance,

3. That the proposed changes to the
present Property Tax Law will b
reviewed by Advisor together with
competent Property Tax Attormey,

and that it be passed by the
Legislature,

4. That competent and sufficiently
qualified counterparts be made
gvailable to work with advisors,
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SUPPLEMENT )

PROJECT DESIGH SUMMARY
LOGICAL FRAMEWORK

32 o2/

Life of Project:

From FY To FY, —

Total U.S. Funding: —

Mrogeat Date Yreparcd: -

SUUore and husboere Increased Revenue for Development Pﬂﬁﬁjﬁ

NARRATIV SUMMARY

ORJECTIVELY VERITIALLE INDICATORS

MEANS OF VERIFICATION

TMPORTANT ASSUMPTIONS

Qutputs:

3, Se¢t up beasis for an urban figeal
cudastre und develop a block and parcel
numbering systen,

6. Develop a eross-reference parcel/
owner tax roll,

7. Ruorganization of Intermal Tax
Cfficec into a single Burcou of Intermal
fevenue,

, .
S Earoplish ment- o€ @ Intecng |
G vl o F Qud Sieu ij '5"' "c+m n.

-

Magnitude of Qutpucs:

5, MNew or updated manuals will be
prepared and in use in at least
threc functional arcas of the tox
office,

6, City of Monrovia completely
mapped,

7, Complete evaluation (appraisal)
of all propertics in Monrovia,

8. At least 100% increase in
accounts on real property tax
rolls,

9, Burcau of Internal Revenue
operative with adequate budget
support.,

16, Tnbinal Hud o anbe
Se..w-u* -funr.'hl’h w-” bo
W.”'J"U wd Mwaw te
badget supps (T,

St sy
1 35}{1‘«:}
SH e

Assumptions for achieving outputs:

5. That project resources be
available on a timely basis,

6. Joint cooperation of all
agencles involved (Ministry of
Finance, Agriculturc, Planning).

ROFILAIED FROM BEST

AVAILABLE BERY

i
!



PROJECT DESIGH SUMMARY

LOGICAL FRAMEWORK o ety
A1l 102028 (2=71) v of s ‘
SUTPLETLNT A Life of Brojeet:
SR ¥ -
" N Total U.S. Funding: -
Project Date Prepared:
Tlele and Nombery vaze &4
B _ se b
IMPORTANT ASSUMPTIONS

HARRATIVE SUMMARY

OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

Inputs:

1, Tull ctime Technical advisory
assistunce for project duration:

a) Senlor Tax Advisor

b) Real Property Tax Eveiuation
Specilalist

¢) Colleccclon Systems Advisor

2, Approximately 15 months specialized
ghort temm assictanse in real property
survay technlques, training developrent,
management analysis, and inecrnal audit
and sceurity,

3. Oricntation and training course
programs including devclopment costs,
instructions and participant support,

4e Esscntial conmoditics to support
project objectives (c.g. typewriters,
adding machines, calculators, filing
cubinces, draliing wnd other office
cquimnene, transportavion and
appronviate bookuy and publications).

5. Special allowance for miscellancous
costs including inflation and
e¢ssential travel allowances.

Implementation Target (Type and
Quanticy)

Sce cost estimate and financial
plan for preject.

1..ISee Evaluation Plan,

2. Review of technical reports and
installation of commodicies,

Assumptions for providing inputs:

1. All funds, personncl and
commoditizs will be available
on a timely basis,

2. Project budget will not b.
eroded by cxcescive infljtioudTy
pressures on cstimated cocts,

R T T o] o

7 ERER BEST




Project Technical Details
Calculation of Additional Revenues to be Generated as a
Result of Improved Tax Administration in Liberia

LIBERIA - INTERNAL TAX COLLECTIONS

(Preliminary - FY 1976)

Income and Austerity Taxes

Reduced by:

Austerity Tax
Tax on Non Residents
Adjusted Domestic Income Taxes

Plus:

Property and Lease Taxes
fotor Vehicle Licenses
Other Misczllaneous Taxes

Adjusted Project Related Taxes

$ 7,724,000
3,734,000

$

2,340,000
2,342,000
3,323,000

Project anticipated net annual average increase:
Compounded @ 4 years = 74,9%; @ 10 years = 304,27

Increase

1st year
2nd year
3rd year
4th year

by year

$58.8 million x 1157
66.8 million x 115%
76.8 million x 115%
88.3 million x 1157

onono

66.8 million
76.8 million
88.3 million
101.5 million

Total increase 157 compounded 4 years

ANREY. B.1

$ 62,287,000

$ 11,476,000
$ 50,811,000

8.005,000

$ 58,816,000

15%

From Base
+ $§ 8.0 million
+ 18.0 million
+ 29.5 million
+ 46,7 million

$102.2 million

Based on above, over the project life of 4 years, additional revenues
from project related taxes would total $102,000,000, assuming a
compounded growth (after inflation) of 15% p/a.
60 times estimated project cost of $1.6 million.

This is more than



Baseline Data - Inputs

TECHNICAL ADVISORS

1 Senior Advisor (FC 12/10)
1 Real Property Evaluation
Advisor (FC 11/10)

1 Collections - 0&M Advisor

(rCc 11/10)

ARIEX B.2

2 On-Site Courses ~ Accounting/

Auditing/Collections
(FC 11/10)

1 Real Property Evaluation
Advisor (FC 11/10)

1 Real Property lMapping
Specialist (FC 11/10)

1 Intermal Audit/Inspection
Advisor (FC 11/10)

1 Management Information
Specialist (FC 11/10)

SUB-TOTAL - TECHNICAL
ADVISORS
Plus 57 Inflation Factoer

TOTAL
TRAINING

IRS Orientation Senior
Officials

INTAX/Middle Management
(4 Parts)

Tax Admin. Academic Course
(1 Part)

Programmed Training-Real
Property (15 Parts)

SUB-"0TAL - TRATHING
Plus 57 Inflation Factor

TOTAL

Page 1 of 2
Liberia
(USAID)
(In_$000)

TOTAL 1978 1979 1980 1981
350 95 85 85 85
305 80 75 75 75
305 80 75 75 75

13 - 13 ~- T
50 17 17 16 --
25 17 8 - -
25 - 25 - -
25 .- 17 8 -
1,098 289 315 259 235
55 17 15 12 11
1,153 376 330 271 246
10 2.5 2.5 2.5 2.5

24 6 12 - 6
12 3 9 - -
1 1 -- - -
47 12.5 23.5 2.5 8.5
3 1.0 1.5 - .5
) 50 13.5 25.0 2.5 9.0




ANKEY. B.2
Page 2 of 2

(In_$000)

TOTAL 1978 1979 1980 1981

COMMODITIES
5 Electric Typevwriters 2 1.2 N b --
20 Manual Typewriters 4 2.0 1.0 .6 N/
22 Adding Machines w/Tapes 2.7 1.4 .9 R -
5 Electric Calculators
(12 digit) 1.5 1.2 .3 -- -
17 Electric Calculators
(8 ‘digit) 3.4 2.0 .8 4 o2
23 Locking Files (4 drawer) 6.0 3.2 1.8 o7 3
14 4-Dravier Suspension Files 3.2 1.4 .8 5 o5
2 Photocopiers w/l year
Paper Supply 3.6 1.8 1.8 - -
1 Jeep-Type Station Wagon
(R.P. Advisor 8.0 8.0 -- -- -
6 Drafting Tables & Stools 1.8 1.8 -- - --
6 Drafting Equipment Sets o2 o2 -- -- --
6 Map Files (10 drawer -
36 x 48) 2.L 2.4 -- -- --
30 Field Xits, Tapes plus
90' Refills 1.2 1,2 == -- -~
SUB-TOTAL COMMODITIES 40.0 27.8 7.8 3.0 1.4
Plus 5 7 Inflation Factor 2.0 1.5 o3 o1 o1
TOTAL 42,0 29,3 8.1 3.1 1.5
IN COUNTRY TRAVEL AND MISC. 12.0 3.0 3.0 3.0 3.0
TOTAL USAID INPUTS 1257.0 351.8 1366.1 279.6 259.5

(For a summary of USAID Inputs by Category, See Exhibit D in PP.)

k]



Liberia

Baseline Data - Inputs (GOL)

(In_$000)
TOTAL 1978 1979 1980 1981

“PROJECT STAFFING

Managers, Technicians, Clerks 2u9 438 55 62 71

“*COMMODITIES AND MAINTENANCE

1 Bookkeeping Machine 19.0 -- -- 19.0 -
7 Executive Desks 2.8 1.6 1.2 -- --
20 Office Desks 2.5 1.2 5 o4 4
30 0ffice Tables 1.5 1.0 .3 o2 -
6 Swivel Chairs .6 3 2 ol --
65 Office Chairs 2,6 1.3 o5 N b
Copier Paper (3 years) 3.0 -- 1.0 1.0 1.0
Office Supplies (Project) 3.0 1.5 3 S o5
5 Jeeps (One 4-Wheel Drive 40.0 24.0 16.0 -~ ~=
TOTAL CO:DMODITIES 75.0 30.9 20.2 21.6 2.3
MAINTENANCE BUDGET 11.0 5.0 1.5 2,0 2.5
TOTAL 86.0 35.9 21.7 23.6 4.8
FACILITIES (ADDITIONAL)
Real Property Tax 1,000 sq.ft. 30.0 6.0 15,0 6.0 3.0
Income & Other Taxes
1500 sq. ft. 45.0 9.0 22.0 9.0 5.0
TOTAL 75.0 15,0 37.0 15.0 8.0
ADVISORY TEAM SUPPORT
Office Space (200 p/mo.-4 yrs) 9.6 2.4 2.4 2.4 2.4
Secretary ($2100 p/a) 8.4 2,1 2.1 2.1 2.1
Vehicle (Project Manager) 7.0 7.0 - - -
Fuel, Supplies, Etc, 3.0 «8 .8 o7 .7
TOTAL 28.0 12.3 5.3 5.2 5.2
TOTAL GOD INPUTS * 425,06 111.2 119.0 105.8 89.0

% Inflation Factor Included

(For a Surmary of GOL Inputs by Category, See Exhibit D in PP.)
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AMNEX B.4

l AIDHANDBOOK 3, App 6C

TRANI SAZ0 WO, " . EFPECTIVE DATE

3:1 Noverber 10, 1976 6c(1)

PAGE nO.

6c(1) - COUNTRY CHECKLIST

Listed below are, first, sfatutory criteria applicable generally to FAA funds, and then criteria

applicable to individual fund sources:

funds.

A. GENERAL CRITERIA FOR COUNTRY

1.

FAA Sec. 116. Can it be demonstrated

that contemplated assistance will directly
benefit the needy? 1f not, has the
Department of State determined that this
government has engaged in consistent
pattern of gross violations of inter-
nationally recognized human rights?

FAA Sec. 481, Mas it been determined that
the government of recipient country has
failed to take adequate steps to prevent
narcotics drugs and other controlled
substances (as defined by the Compre-
hensive Drug Abuse Prevention and Control
Act of 1970) produced or processed, in
whole or in part, in such country, or
transported through such country, From
being sold illegally within the juris-
diction of such country to U.S. Government
personnel or their dependents, or from
entering the U.S. unlawfully?

FAA Sec. 620({a). Does recioient country
furnish assistance to Cuba or fail to
Yake appropriate steps to prevent ships
or aircraft under its flag from carrying
cargoes to or from Cuba?

FAA Sec. 620{b). If assistance is to a
government, has the Secretary of State

determined that it is not controlled by
the international Communist movement?

FAA Sec. 620(c). If assistance is to
government, is the government liable as
debtor or unconditional guarantor on any
debt to a U.S. citizen for goods or
services furnished or ordered where (a)
such citizen has exhausted available
legal remedies and (b) debt is not denied
or contested by such government?

FAA Sec. 620(e) (1). 1If assistance is to
a government, has it (including government
agencies or subdivisions) taken any action
which has the effect of nationalizing,
expropriating, or otherwise seizing
ownership or control of property of U.S.
citizens or entities beneficially owned

by them without taking steps to discharge
its obligations toward such citizens or
entities?

Development Assistance and Security Supportirg Assistance
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| &6C(1)-2 liovember 10, 1976 - 31 AID HANCBOOK 3 App, 6C
A
7. -¥AA Sec. 620{f): App. Sec. 108. Is “~

8.

10.

11.

12.

13.

recipient country a Communist country?
Hill assistance be provided to the
Democratic Republic of Vietnam (North

Vietnam), Scuth Vietnam, Cambodia or Laos?

FAA Sec. 620(i). 'Is recipient country in
any way involved in (a) subversion of, or

wilitary aggression against, the United
States or any country receiving U.S.
assistance, or (b) the planning of such
subversion or aggression?

FAA Sec. 620(j). Has the country per-
milted, or failed to take adequate
measures to prevent, the damage or
dectruction, hy mob action, of U.S.
property?

FAA Sec. 520(1). If the country has
failed to institute the investment
guafanty program for the specific risks
of expropriation, inconvertibility or
confiscation, has the AID Administrator
within the past year considered denying
assistance to such government for this
reason?

FAA Sec. 620{0); Fishermen's Protective
Act, Sec. 5. If country has seized, or
imposed any penalty or sanction against,
any U.S. fishing activities in inter-
na2’ionz2l waters,

a. has any deduction reguired by Fisher-

men's Protective Act been made?

b. has complete denial of assistance
been considared by AID Administrator?

FAA Sec. 620{(a); Anp. Sec. 504. (a) Is
the government of the recipient country
in default on interest or principal of
any AID loan to the country? (b) Is
country in default exceeding one year on
interest cr principal on U.S. loan under
pregram Tor which App. Act aporopriates
funds, unless debt was earlier disputed,

or appropriate steps taken to cure default?

FA* Sec. 620(s). What percentace of
country budget is for military expendi-
tures? How much of foreign exchange
resources spant on military equipment?
How much spent for the purchase of

sophisticated weapons systems? (Considera-
tion of these points is to be coordinated

with the Bureau for Program and Policy
Coordination, Regional Coordinators and
Military Assistance Staff (PPC/RC).) -

MICROFILMED FROM BEST
AVAMABLE GERY -
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14. FAA Sec. 620(t). Has the country severed
diplomatic relations with the Unitad
States? If so, have they been rasumed
and have new bilateral assistance agree-
ments been negotiated and entered into
since such resumption?

158. FAA Sec. 620(u). What is the payment
status of the country's U.N. obligations?
If the country is in arrears, were such
arrearages taken into account by the AID
Administrator in determining the current
AID Cperational Year Budget?

16. FAA Sec/ 620A. Has the country granted
sanctuary trom prosecution to any indivi-
duai or group which has committed an act

i of jinternational terrorism?

17..FAA Sac. 666. Does the country object,

* on basis of race, religion, national
origin or sex, to the presence of any
officer or employee of the U.S. there
to carry out economic development program
under FAA?

13. FAA Sec. 669. Has the country delivered
or received nuclear reprocessing or
enriciment equipment, materials or
technology, without specified arrange-
ments on safeguards, etc.?

19. FAA Sec. 901. Has the country denied its
gitizens the right or opportunity to
emigrate?

B. FUNDING CRITERIA FOR COUNTRY

1. Developrent Assistance Country Criteria

a. FAA Sec. 102(c), (d). Have criteria
been established, and taken intoc acco.nt,
to assess commitment and progress of
country in effectively involving the

poor in development, on such indexes as:
(1) small-farn labor intensive agri-
culture, (2] reduced infant mortality,

(3) population growth, (4) equality of
income distribution, and (5) unemployment.

b. FAA Sec. 201(b)(5), (7) & (8); Sec.
208; 211(a)(4), (7). Describe extent to
which country is: -

(1) Haking appropriate efforts to increase
food producticn and inprove means for
food storage and distribution.

(2) Creating a favorable climate for
foreign and domestic private enter-
prise and investment.

Eﬂﬂ@l}'ﬁﬁﬁ\ FROM BEST
AVRILABLE GOFY
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{3) Increasing the public’s role in the
developmental process.

14) (a) Allocating available budgetary
rasources to development.

~ {b) Niverting such resources fer

' unnecassary military expenditure and

*  intervention in affairs of other free
and independent nations.

(5) Making econcmic, social, and political
reforms such as tax collection {mprove-
ments and changes in land tenure
arrangements, and making progress
toward respect for the rule of law,
freedom of expression and of the press,
and recoanizing the importance of
individual freedom, initiztive, and
private enterprise.

{6) Otherwise responding to the vital
economic, political, and social con-
cerns of its pecple, and demonstrating
a clear determination to take effective
self-help measures.

c. FAA Sec, 201(b), 211(a). Is the
country among tha 20 countries in which
development assistance loans may be rade
in this fiscal year, or among the 40 in
which development assistance arants
(other than for s=lf-help projects) smay
be made?

d. FAA Sec. 115. ¥ill country be
furnished, in same fiscal year, either
security supporting assistanc2, or
Middle East peace funds? If so, is
assistance for popuiation programs,
humanitarian aid through international
organizatiens, or regional programs?

Security Supporting Assistance Country
Criteria

a. FAA Sec. 53028. Has the country
engaged ix a consistent pattern of gross
violations of internationaliy recognized
human rights? Is program in accordance
with policy of this Sec.ion?

»
b. FAA Sec. 531. Is the Assistance to
be furnishad to a friendly country,
organization, or body eligible to
receive assistance?

¢c. FAA Sec. 609. If commodities are to

be granted so that sale proceeds will accrue::
to the recipient country, have Special BX:
Account (counterpart) arrangements been
made?
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6C(2) ~ PRDJECT CHECRLIST

Listed below are, first, statutory criteria applicable generally to projects with FAA funds, and
then project criteria applicable to individual fund sources: Development Assistance (with a sub-
category for criteria applicable only to loans): and Security Supporting Assistance funds.

CROSS REFERENCES: IS COUNTRY CHECKLIST UP TO DATE? IDENTIFY. HAS STANDARD ITEM CHECKLIST BEEN
REVIEWER FOR THIS PROJECT?

. GENERAL CRITERIA FOR PROJECT.
V. App. Unnumbered; FAR Sec. 653(b)

(a) Describe how Comnittess on Appropria-
tions of Senate and House have been or
will be notified concerning the project;
(b) is assistance within (Operational
Year Budget) country or international
organization allocation reported to
Congress (or not more than $1 million
over that figure plus 10%)?

2. A Sec. BLI(a)(1). Prior to obligation o - Y,
in excess o ,000, will there be (a) . - _‘j e sz

engineering, financial, and other plans '—'
necessary to carry out the assistance and T J
(b) a reasonably firm estimate of the §

cost to the U.S. of the assistance?

3. EAA Sec. 611{a)(2). If further legis- T R T Sl
Tative action is required within recipient PSS ER ;
country, what is basis for reasonable -, '
expectation that such action will be e T
completed in time to periit orderly T
accomplishment of purpose of the assis-
tance?

4, FAA Sec. 611(b): App. Sec. 101, If for
water or water-related land resource e
construction, has project met the star- - /[ /
dards and criteria as per Hemoranduvm of
the President dated Sept. 5, 1973
(replaces Memorandum of May 15, 1952;
see Fed. Register, Yol 38, Ho. 174, Pavt
I1I, Sept. 10, 1973)2 .

5. FAA Sec. 611(2). If project i3 capital -
assistance (e.q., constructior), and 3!l //,)/,/
U.S. assistance for it will exceed - A .
%1 million, has Hission Director certified
the country's capability effectively to
maintain and utilize ‘he project?




4
-

6c(2)-2° | November 10,1976 3:N

AID HANDSOOK

3. App. EC_

6.

10.

FAA Sec. 209, 619. Is project susceptib]e

of execution as part of regional gr suiti:--s

lateral project? If so why is projectc not
so executed? ‘Information and.conclusion
whether assistance will encovrage
regicnal development programs. If
assistance is for newly independent
country, is it furnished through multi-
‘lateral organizations-or plans to the -~
raximum extent appropriate?

FAA Sec. 60113[; (and Sec. 201(f) for
evelopment oans[ Information an
concluséons whether project will encourage
efforts of the country to: (z) increase
the flow of international trade; (b) fos-
ter private initiative and competition;
(c) encourage development and use of
cooperatives, credit unions, and savings
and loan associations; (d) discourage
monopul istic practices; (e) improve
technical efficiency of industry, agri-
culture and cormerce; and {f) strengthen
free labor unions.

FAA Sec. 60i(b). Information and con-
clusion on how project will encourage
U.S. private trade and investment abroad
and encourage private U.S. participation
in fcreign assistance programs (including
use of private trade channels and the
services of U.S. private enterprise).

FAA Sec. 612(b); Sec. 636(h). Describe
Steps taken tc assure that, to the
maximum extent possible, the country is
contributing local currencies to meet
the cost of contractual and other
services, and fereign currencies owned

by the U.S. are utilized to meet the cost
of contractual and other services.

FAA Sec. 612(d). Does the U.S. own excess
foreign currency and, if so, what arrange-
ments have been made for its reiease?

B. FUNDING CRITERIA FOR PROJECT

1.

Davelooment Assistance Project Criteria

a. FAA Sec. 102(c); Sec. 111; Sec’ 28la. 7’,, L
Extent to which activity will (a) effec- It

tively involve the poor in development, //// - v — ij /L/
-7 /‘ __'

by extending access to economy at lecal -
ievel, increasing labor-intensive pro-
duction, spreading investment out from )
cities to small towns and rural areas; 7
and {b) help develop cooperativss, /
especially by technical assistance, to .-¢
assist rural and urban poor to help

-

thepselves toward better life, and other-. .- ~

wise encous age democratic private and
local governmental institutions?

- ey

* ——’
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b. FAA Sec. 103, 103A, 104, 105, 106,
107.7- [s assistance being maée available:
include only applicable paragraph --
e.q.,a, b, etc. -- which corresponds to
source of funds used. If more than one
fund source is used for project, include
relevant paragraph for each fund source.]

(1) [103] for agriculture, rural develop-
ment or nutrition; if so, extent to
which activity is specifically
designed to increase productivity
and income of rural poor; [103A]
if for agricultural research, is
full account taken of needs of small
farmers;

(2) (104] for population planning or
health; if so, extent to which
activity extends low-cost, integrated
delivery systems to provide health
and family planning services,
especially to rural areas and poor;

(3) [105] for education, public adamin-
istration, or human resources
development; if so, extent to which
activity strenathens nonforzal
education, makes formal education
more releavant, especially for rural
families and urban noor, or
strengthens management capability
of institutions enabling the poor to
participate in development;

(4) [1058] for technical assistance,
energy, research, reconstruction,
and selected development problems;
if so, extent activity is:

(a) technical cooperation and develop-
ment, especially with U.S. private
and voluntary, cor regional and inter-
national development, organizations;

(b) to help alleviate energy problem;

.(c) research into, and evaluation of,
economic development processes and
techniques; s

(d) reconstruction after natural or
manmade aisaster;

(e) for special develcpment problenm,
and to enable proper u:ilization of
earlier U.S. infrastructure, etc.,
assistance;

(f) for programs of urban development,
especially small labor-intensive
enterprises, market*ng systems, and
financial or other institutions to
help urban poor participate in
economic and social develooment.
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{5) [107] by grants for coordinated
private effort to develop and
disseminate intermediate technologies
appropriate for developing countries.

c. FAA Sec. 110(a); Sec. 208(e). Is the L
racipient country willing to contribute YR
funds to the project, and in what canner UL
has or will it provide assurances that it T
will provide at least 25% of the ¢osts of '“
the program, project, or activity with

respect to which the assistance is to be

furnished (or has the latter cost-sharing

requirement been waived for a "relatively

least-developed" country)?

!

s AIE G5

d. FAMA Sec. 110(b). Will grant capital

assistance be disbursed for projzct over

more than 3 yerrs? If so, has justifi-

cation satisfactory to Congress been made,

and efforts for other financing? .

e. FAA Sec. 207; Sec. 113. Extent to
which assistance rerlects appropriate
emphasis on; (1) encouraging development
of democratic, economic, political, and
social institutions; (2) self-help in
meeting the country's food needs; (3)
improving availability of trained worker-
power in the country; (4) programs
designed to meet the country’s health
needs; (5) other important areas of
economic, political, and social develop-
ment, including industry; free labor
unions, cooperatives, and Yoluntary
Agencies; transportation and communica-
tion; planning and public administration; .
urban development, and modernization of

existing laws; or (6) integrating women

into the recipient country's national

economy.

f. FAA Sec. 281(b). Describe extent to
which program recognizes the particular
needs, desires, and capacities of the
people of the country; utilizes the
country's intellectual resources to
encourage institutional development;

and supports civic education and training
in skills required for effective partici-
pation in governmental and political
processes essential to self-government..

L2

St
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9. FAA Sec. 201(b)(2)-(4) and -(8); Sec.
201 (e); Sec. 211(aJ{1)=(3) and -(8). Does

the activity give reasonable promise of 2, [’ Zoreh .:

contributing Lo the develoment: of of ﬂq’ " f (ot €l Lgrnted Ji Lo 7
economic resources, or to the increase DAl o lrbmen
productive capacities and self-sustaining ’éJvlLbf?:;zi&*J</ e TI7 CL’II‘CHv'

economic growth; or of educational or — U “/;)ip”h'eﬁ;jﬂhz_;
other institutions directed toward social ;ju<;,ufr;/>t£<k; R R s

progress? Is it related tc and consis- iV S ——

tent with other development activities, (. (2 sltmdo ,.-ﬁ.J,;—;.:‘,Z::W S

and will it contribute to realizable S / / Tt

ifong-range objectives? And does project - Y A

paper provide information and conclusion IR0 A

on an activity's economic and technical . . oo

soundness?

h. FAA Sec. 201(b)(6); Sec. 211(a)(5), (6). -

Information and conciusion on possibie C o~
effects of the assistance on U.S. economy, /l .
with special reference to areas of sub- ’f»ﬁ, ekl
stantial labor surplus, and extent to /77 ¢ =
which U.S. commodities and assistance

are furnished in a manner consistent with VI
improving or safeguarding the U.S. balance. oo T A

of-payments position. 'sJLﬁﬂﬂ Qﬁggig &

2. Developmant Assistance Project Criteria

(Loans oniy)

a. FAA Sec. 201(b)(1). Information

and conclusion on availability of financ- 1 /
jug from other free-world sources, /
including private sources within U.S. //2//91

b. FAA Sec. 201(b){(2); 201(d). Infor-
mation and conclusion on (1) capacity of
the country to repay the loan, including
reasonableness of repayment prospects,
and (2) reasonableness and legality
{under laws of country and U.S.) of
lending and relending terms of the loan.

‘e
Y ]

.-

c. FAA Sec. 201(e). If loan is not
made pursuant to a muitilateral plan,
and the amount of the loan exceeds
$100,G600, has country submitted to AID
an application for such funds taogether
with assurances to indicate that funds
will be used in an economically and
technically sound manner?

d. FAA Sec. 201(f). Does project paper
describe how project will promote the
country's economic development taking
into account the country's human and .
material resources requirements and
relationship between ultimate objectives
of the project and overall economic
development?
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e. FAA Sec. zozgaz. Total amount of
money under loan which is going directly
to private enterprise, is going to
intermediate credit institutions or
other borrowers for use by private
enterprise, is being used to finance
imports from private sources, or is
otherwise being used to finance procure-
ments from private sources?

f. FAA Sec. 620(d). If assistance is
for any productive enterprise which will
compete in the U.S. with U.S. enterprise,
is there an agreement by the recipient
country to prevent export to the U.S. of
more than 20% of the enterprise's annual
production during the life of the loan?

Project Criteria Solely for Security
Suoporting Assistance

FAA Sec. 531. How will this assistance
support promote economic or political
stability?

Additional Criteria for Alliance for
Progress

[Note: Alliance for Progress projects
should add the following two {tems to a
project checklist.]

a. FAA Sec. 251(b)(1), -(8). Does
assistance take into account principles
Of the Act of Bogota and the Charter of
Punta del Este; and to what extent will
the activity contribute to the economic
or political integration of Latin
America?

b. FAA Sec. 251(b)(8); 251(h). For
loans, has there been taken into account
the effort made by recipient nation to
repatriate capital invested in other
countries by their own citizens? Is
1can consistent with the findings and
recommendations of the Inter-American
Committae for the Alliance for Progress
(now "CEPCIES,” the Permanent Executive
Cormittee of the OAS) in its annual
review of national development activities?

J N
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6C(3) - STANDARD ITEM CHECKLIST

Listed below are statutory items which normally will be covered routinely in those provisions of an
assistance agreement dealing with its implementation, or covered in the agreement by exclusion (as
where certain uses of funds are permitted, but other uses not).

These items are arranged under the general headirgs of (A) Procurement, (8) Construction, and

{C) Other Restrictions.

A, Procurement .

1. FAA Sec. 602. Are there arrangements to
permit U.S. small business to participate
equitably in the furnishing of goods and

services financed?

2. FAA Sec. 604(a). W11l all commodity
procurement financed be from the U.S.
except as otherwise determined by the
President or under delegation from him?

3. FAA Sec. 604‘d). If the cooperating

country disc~iminates against U.S.

marine insurance companies, will agree-
ment require that marine insurance be

placed in the U.S. on commodities

financed?

4. FAA Sec. 604(e). If offshore procure-

ment of agricultural commodity or

product is to be financed, is there
provision against such prociurement when
the domestic price of such commodity is

less than parity?

5. FAA Sec. 608(a). Will U.S. Government
excess personal oroperty be utilized
wherever practicable in lieu of the

procurement of new items?

6. MHMA Sec. 901(b). (a) Compliance with
requirement that at least 50 per centum
of the gross tonnage of commodities

(computed separately for dry bulk

carriers, dry cargo liners, and tankers)
financed shall be transported on privately
owned U.S5.-flag commercial vessels to the
extent that such vessels are avajlable

at fair and reasonable rates.

7. FAA Sec. 621. If technical assistance
is financed, will such assistance be fur-
nished to the fuilest extent practicable
as goods and professional and other
services from private enterprise on a
contract basis? [f the facilities of
other Federal agencies will be utilized,
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. , I/”. /
are they particularly suitable, not s ,‘_(/“fv “, a-l Radadass
competitive with private enterprise,

and made available without undue inter- / ,/:/4%;
ference with domestic programs? :~ e Ll ‘”

8. International Air Transport. Fair
Competitive Practices Act, 1974

property is financed on grant basis, will

provision be made that U.S.-flag carriers A
will be utilized to the extent such 0
sapvice is available?

If air transportation of persons or
LI/G..\-J

B. Construction

1. FAA Sec. 601(d). If a capital (e.g.,

construction} project, are engineering ///1/’,//;f
and professional services of U.S. firms 7y
and their affiliates to be used to the //

maximum extent consistent with the
national interest?

2. FAA Sec. 611{(c). If contracts for )// )
construction are to be financed, will /4
they be Tet on a competitive basis to /
maximum extent practicable?

3. FAA Sec. 620(k). If for construction gs)
of productive enterprise, will aggregate /?//// 7
value of assistance to be furnished by ,
the U.S. not exceed $100 million?

C. Other Restrictions

1. FAA Sec. 201(d). If development loan, ;
is interest rate at least 2% per annum /ii;/ﬁ>*7
during grace period and at 1east 3% per a0 ’
annum thereaftcr?

2. FAA Sec. 301{(d). If fund is established A
solely by U.5. contributions and adminis- ST
tered by an international organization, //2,//’<;7
does Comptroller General have audit
rights?

3. FAA Sec. 620(h). Do arrangements
preclude promoting or assisting the — i
foreign aid projects or activities of 5:/’;,,;;// .
6.

Communist-Bloc countries, contrary to
the best interests of the U.S.?

4. FAA Sec. 636(i}. Is financing "ot per-

mitted to be used, without waiver, for 1180
purchase, long-term lease, or exchange >
of motor vehicle manufactured outside A7

the U.S or guaranty of such transaction? i
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S. Wil arrangements preclude use of
financing:
a. FAA Sec. 114. to pay for performance TP
of aborticns or to motivate or coerce ) /’V//?

persons to practice abortions?

b. FAA Sec. 620(g). to compensate .

owners for expropriated nationalized /7 Sl

property? B &
. c. FAA Sec. 660. to finance police

. training or other law enforcement / '

{ : assistance, except for narcotics Ve, /9' *
s programs?

d. FAA Sec. 662. for GIA activities? /l///-/j'

e. An?. Sec. 103. to pay pensions, etc., -

for military personnel? ’ /,;/ /7

f. Aop. Sec. 106. to pay U.N. assess-

ments? /57,% '

g. App. Sec. 107. to carry out provi-

sions of FAA Sections 209(d) and 251(h)? /O/ A

(transfer to multilateral organization 7

for lending).

h. App. Sec. 501, to be used for /A
) publicity or propaganda purposes ~ /’// ’6’

within U.S. not authorized by Congress?
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