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EXECUTIVE SUMMARY 

T h i s  Program A s s i s t a n c e  I n i t i a l  Paper  ( P A I P )  proposes  a  
th ree -yea r  Commodity Import  Program f o r  L i b e r i a  f o r  t h e  p e r i o d  
1990-92 .  The program is an i n t e g r a l  component of 
USAID/Liberials  development s t r a t e g y  which is making g r e a t e r  
use  of p r i v a t e  s e c t o r  mechanisms t o  d e l i v e r  U . S .  economic 
a s s i s t a n c e  r e s o u r c e s .  The program is c o n s i s t e n t  w i t h  A . I . D . ' ~  
p o l i c y  of working c l o s e l y  w i t h  t h e  p r i v a t e  s e c t o r ;  i t  w i l l  
p rovide  t a n g i b l e  s u p p o r t  t o  t h e  p r i v a t e  s e c t o r  i n  L i b e r i a  which 
h a s  proven i t s e l f  t o  be dynamic, r e s i l i e n t ,  and imag ina t ive  
under a d v e r s e  c o n d i t i o n s ,  and which has been, and w i l l  c o n t i n u e  
t o  b e ,  v i t a l l y  i m p o r t a n t  i n  ~ i b e r i a ' s  long-term s o c i a l  and 
economic development.  T h i s  program h a s  a l s o  been des igned  t o  
respond t o  c o n g r e s s i o n a l  concerns  r e g a r d i n g  our working w i t h  
t h e  Government of  L i b e r i a  ( G O L ) .  Although t h e  program is 
proposed t o  be o b l i g a t e d  through a  b i l a t e r a l  agreement w i t h  t h e  
GOL, none of t h e  f i n a n c i n g  w i l l  be d i r e c t e d  t o  t h e  GOL. 

The f o c u s  of t h i s  program w i l l  be t h e  L i b e r i a n  p r i v a t e  s e c t o r  
i n  g e n e r a l ,  a l though  t h e  program w i l l  pay p a r t i c u l a r  a t t e n t i o n  
t o  L i b e r i a ' s  s m a l l  and medium s i z e d  e n t e r p r i s e s  (SMEs), 
e s p e c i a l l y  t h o s e  SMEs owned by L i b e r i a n s  and women. A s  
p r e s e n t l y  p lanned,  CIP I1 r e s o u r c e s  w i l l  be a l l o c a t e d  a s  
f o l l o w s  over  t h e  program's  th ree -yea r  l i f e :  

, $12,950,000 i n  impor t  f i n a n c i n g  f o r  t h e  p r i v a t e  s e c t o r ;  
$500,000 i n  p r i v a t e  s e c t o r  r e l a t e d  s t u d i e s  and 

b u s i n e s s  s e r v i c e s ;  
$750,000 i n  program management s e r v i c e s .  

$14,200,000 T o t a l  

T h i s  program f o l l o w s  t h e  s u c c e s s f u l  example of t h e  L i b e r i a  
Commodity Import  Program I (669-0214, Program Grant  
669-K-609). The J u n e  1989 e v a l u a t i o n  concluded t h a t  t h e  
p r o g r a n b f s  It... c o n t r i b u t i n g  i n  a  c o s t - e f f e c t i v e  manner t o  t h e  
broadw%sed long- term development of t h e  economy. The 
evalua@S%m a l s o  recommended program m o d i f i c a t i o n s  f o r  a  
s u b s ~ t  CIP. To t h e  e x t e n t  p o s s i b l e ,  these have  been 
incorp@rafZed i n t o  CIP 11. The  f o l l o w i n g  changes have been 
i n c o r p o r a t e d  i n t o  t h e  d e s i g n  of t h e  new P r o j e c t :  

- That  t h e  f o c u s  of t h e  new CIP be s o l e l y  on t h e  p r i v a t e  
s e c t o r ,  w i t h  an  i n c r e a s e  i n  r e s o u r c e s  f o r  a g r i c u l t u r a l  
p r o d u c t i o n  and s m a l l e r  b u s i n e s s e s ;  

- T h a t  t h e  new CIP  be i n t e g r a t e d  with a  p r o j e c t  a s s i s t a n c e  
a c t i v i t y  t a r g e t e d  on SMEs and t h a t  t h e  p r o j e c t  
a s s i s t a n c e  i n c l u d e  p r o v i s i o n  of c r e d i t  and b u s i n e s s  
a d v i s o r y  s e r v i c e s  ( t h e  Miss ion  is a l s o  deve lop ing  a 
r e l a t e d  Small  Bus iness  Development P r o j e c t  t h a t  w i l l  
p r o v i d e  c r e d i t  and s e r v i c e s  t o  small/medium b u s i n e s s e s ) ;  



- T h a b t h e  new CIP i n c l u d e  some p o l i c y  reform measures 
(e.q., e q u a l i z a t i o n  of e f f e c t i v e  t a x e s  a c r o s s  s i m i l a r  
b u s i n e s s e s ,  review of t h e  t a r i f f  s t r u c t u r e ,  
r a t i o n a l i z a t i o n  of t a r i f f  s t r u c t u r e ,  e t c . ) ;  and 

- That  t h e  e f f e c t i v e  exchange r a t e  be b rough t  c l o s e r  t o  
market r a t e s  f o r  t h e  new CIP. 

The j u s t i f i c a t i o n  f o r  t h i s  program is  both  p o l i t i c a l  and 
economic. The p o l i t i c a l  j u s t i f i c a t i o n  stems from t h e  
long-s tanding h i s t o r i c a l  r e l a t i o n s h i p  between L i b e r i a  and t h e  
Uni ted  S t a t e s ,  a  r e l a t i o n s h i p  which d a t e s  back t o  L i b e r i a ' s  
founding over  150 y e a r s  ago  t h a t  cemented t h e  c l o s e  c u l t u r a l ,  
p s y c h o l o g i c a l ,  and o f t e n  h i s t o r i c a l  r e l a t i o n s h i p s  between t h e  
two c o u n t r i e s .  T h e r e  a r e  a l s o  U .So s t r a t e g i c  i n t e r e s t s  
invo lved ,  a s  t h e  U n i t e d  S t a t e s  h a s  impor tan t  communication and 
n a v i g a t i o n  f a c i l i t i e s  i n  L i b e r i a  and m i l i t a r y  a i r c r a f t  l a n d i n g  
r i g h t s  a t  Rober t s  I n t e r n a t i o n a l  A i r p o r t .  

The r e c e n t  economic g a i n s  w i t n e s s e d  i n  L i b e r i a  can be 
a t t r i b u t e d  t o  t h r e e  main f a c t o r s :  improved terms of t r a d e  f o r  
L i b e r i a n  e x p o r t s ,  a n  a c t i v e  and dynamic p r i v a t e  s e c t o r  . 
o p e r a t i n g  r e l a t i v e l y  e f f i c i e n t l y  under a d v e r s e  c o n d i t i o n s ,  and 
t h e  g e n e r a l l y  f a v o r a b l e  r e g u l a t o r y  p o s t u r e  towards  f o r e i g n  
inves tment  i n  L i b e r i a .  A n a l y s i s  of L i b e r i a n  s m a l l  and medium 
e n t e r p r i s e s  (SMEs) i n d i c a t e s  t h a t  one  of t h e  pr imary  and 
c o n t i n u i n g  c o n s t r a i n t s  t o  f u r t h e r  growth of t h e  p r i v a t e  s e c t o r  
is a c c e s s  t o  f o r e i g n  exchange t o  f i n a n c e  impor t s  of  raw 
m a t e r i a l s  and equipment t o  expand o p e r a t i o n s .  Such r e s o u r c e s  
were provided under CIP I ,  and t h e  June  1989 e v a l u a t i o n  
concluded t h a t  t h e  program was s u c c e s s f u l l y  admin i s t e red  and 
demonst ra ted  t h a t  t h e  r e s o u r c e s  had a  p o s i t i v e  impact on t h e  
L i b e r i a n  economy. The e v a l u a t i o n  a l s o  demonst ra ted  t h a t  
w i n d f a l l  g a i n s  due  t o  t h e  d i f f e r e n c e  between t h e  o f f i c i a l  and 
p a r a l l e l  market  exchange r a t e  were minimal. Thus, by 
c o n t i n u i n g  t h i s  form o f  a s s i s t a n c e  under CIP 11, t h a t  is by 
d i r e c t i n g  its r e s o u r c e s  t o  a  s e c t o r  which h a s  proven i t s e l f  
capab le  of u s i n q  them, A. I .D .  w i l l  be making t h e  most e f f e c t i v e  
use  of its ed - r e s o u r c e s .  

fs a c t i v i t y  w i l l  be s p r e a d  o u t  over  two y e a r s ,  
o b l i g a t i o n  s c h e d u l e  o f  $8.2 m i l l i o n  i n  FY 90  

T h i s  PAIP c o n t a i n s  a n  I n i t i a l  Environmental  Examination which 
r e q u i r e  a  c a t e g o r i c a l  e x c l u s i o n .  S i n c e  t h e  program w i l l  
f i n a n c e  s t u d i e s ,  a n a l y s e s ,  and seminars ,  i n  a d d i t i o n  t o  
commodity impor t s  which meet t h e  c r i t e r i a  con ta ined  i n  t h e  HB 
t h a t  " p r i o r  t o  a p p r o v a l ,  A.I .D. does  n o t  have  knowledge of t h e  
s p e c i f i c  commodities t o  b e  f i n a n c e d  and when t h e  o b j e c t i v e  i n  



f u r n i s h i n g  such a s s i s t a n c e  r e q u i r e s  n e i t h e r  knowledge, a t  t h e  ' 

time t h e  a s s i s t a n c e  i s  a u t h o r i z e d ,  nor  c o n t r o l  d u r i n g  
implementat ion,  of t h e  commodities o r  t he i r  use  i n  t h e  h o s t  
country ,"  a l l  of t h e  a c t i v i t i e s  t o  be under taken by t h i s  
program a r e  c a t e g o r i c a l l y  exc ludab le  p u r s u a n t  t o  t h e  p r o v i s i o n s  
of 2 2  CFR 2 1 6 . 2 ( c ) ( Z ) ( i i i )  and 22  CFR 2 1 6 . 2 ( c ) ( 2 ) ( i x ) .  
Moreover, s i n c e  t h e  commodities t o  be f inanced  w i l l  be inc luded  
i n  t h e  A . I . D .  Commodity E l i g i b i l i t y  L i s t i n g  ( A . I . D .  Handbook 
1 5 ,  Appendix B), and s i n c e  no p e s t i c i d e s ,  o r  o t h e r  r e s t r i c t e d  
commodities w i l l  be imported under t h e  g r a n t  ( t h i s  w i l l  be 
s t i p u l a t e d  i n  t h e  Program Gran t  Agreement) ,  there is no danger 
t h a t  t h e  commodities imported w i l l  have  t h e  p o t e n t i a l  t o  harm 
t h e  environment .  For  t h e s e  r e a s o n s ,  t h e  I n i t i a l  Environmental 
Examinat ion/Categor ica l  Exc lus ion  p repared  a s  p a r t  of t h i s  PAIP 
recommends a p p r o v a l  f o r  a  c a t e g o r i c a l  e x c l u s i o n  from t h e  
envi ronmenta l  a n a l y s i s  p rocedures  s p e c i f i e d  i n  2 2  CFR 216.3. 

USAID/Liberia he reby  r e q u e s t s  t h a t ,  p u r s u a n t  t o  A f r i c a  Bureau 
9 e l e g a t i o n  of A u t h o r i t y  551, r e v i s e d ,  a u t h o r i z a t i o n  a u t h o r i t y  
be d e l e g a t e d  t o  t h e  f i e l d  f o l l o w i n g  A .I ,D./Washington approva l  
of t h e  PAIP. I t  i s  e s t i m a t e d  t h a t  t h e  Program A s s i s t a n c e  
Approval Document w i l l  be completed i n  l a t e  CY 1989, with 
o b l i g a t i o n  t a r g e t e d  f o r  t h e  second q u a r t e r  FY 90 (assuming t h a t  
Brooke s e n s i t i v e  d e b t  is p a i d ) .  

Because of c o n t i n u i n g  concern  over  t h e  G O L ' s  performance i n  t h e  
a r e a s  of  f i n a n c i a l  management and human r i g h t s ,  language 
r e g a r d i n g  a s s i s t a n c e  t o  t h e  Government of L i b e r i a  h a s  been 
inc luded  t h e  FY 9 0  A p p r o p r i a t i o n s  B i l l .  That  language r e q u i r e s  
t h a t  t h e  P r e s i d e n t  n o t i f y  Congress a s  t o  what s t e p s  have  been 
t aken  w i t h  r e g a r d  t o  t h e  G O L 8 s  f i n a n c i a l  management and human 
r i g h t s  performance. USAID s u b m i t s  t h a t  t h e  proposed CIP I1 
program conforms n o t  o n l y  t o  C o n g r e s s i o n a l  concerns  b u t  is a l s o  
s t r u c t u r e d  t o  respond a p p r o p r i a t e l y  t o  t h e  p o l i t i c a l  r e a l i t i e s  
a s s o c i a t e d  w i t h  t h e  " s p e c i a l  r e l a t i o n s h i p B t  l i n k i n g  our two 
c o u n t r i e s  and U.S. n a t i o n a l  and s t r a t e g i c  i s s u e s .  



THE b.IACRQECONOMIC A N D  DEVELOPMENT CONTEXT 

A .  Back ground 

L i b e r i a  is w e l l  endowed w i t h  a n a t u r a l  r e s o u r c e  b a s e  c o n s i s t i n g  
of i r o n  o r e ,  d iamonds,  g o l d ,  r u b b e r ,  t i m b e r ,  cocoa ,  c o f f e e ,  and 
f i s h .  T h e  a g r i c u l t u r a l  b a s e  is e x t e n s i v e  and t h e  economy is 
dependen t  on  p r i m a r y  commodity p r o d u c t i o n .  Much of  t h e  r u r a l  
p o p u l a t i o n  i s  engaged i n  s u b s i s t e n c e  a g r i c u l t u r e  supplemented  
by cash  c r o p s .  The p o p u l a t i o n  i n  L i b e r i a  i s  e s t i m a t e d  t o  b e  
a p p r o x i m a t e l y  2.4 m i l l i o n ,  w i t h  some 40 p e r c e n t  l i v i n g  i n  u r b a n  
c e n t e r s  (more t h a n  2,000 i n h a b i t a n t s ) .  The p o p u l a t i o n  o f  
Monrovia is e s t i m a t e d  a t  550,000. 

L i b e r i a ' s  p e r  c a p i t a  income is a b o u t  $450 and h a s  d e c l i n e d  a t  
an  a v e r a g e  a n n u a l  r a t e  of 1 . 4  p e r c e n t  f o r  t h e  l a s t  20 y e a r s .  
I n  t h e  t r a d i t i o n a l  s e c t o r ,  p e r  c a p i t a  income is less  t h a n  $200 
and i n  t h e  monet ized  economy, i t  a v e r a g e s  a b o u t  $900. L i f e  
e x p e c t a n c y  i s  5 4  y e a r s ,  and  t h e  p o p u l a t i o n  o f  2.4 m i l l i o n  is  
growing a t  t h e  r a p i d  r a t e  of  3.4 p e r c e n t  p e r  annum. 

A.I.D. I s  r e c e n t  e x p e r i e n c e  i n  work ing  t o  promote p u b l i c  sector 
economic and f i n a n c i a l  management r e fo rm h a s  been  f r u s t r a t i n g ,  
and t h i s  e x p e r i e n c e  h a s  r e s u l t e d  i n  a s t r a t e g i c  d e c i s i o n  t o  
p l a c e  more emphas i s  on working  w i t h  t h e  L i b e r i a n  p r i v a t e  
s e c t o r .  I n  1986 ,  t h e  GOL f o r m u l a t e d  a comprehens ive  Economic 
Recovery Program (ERP). The ERP s o u g h t  t o  r e d u c e  government 
e x p e n d i t u r e s  by 5 p e r c e n t ,  r e d u c e  b u d g e t  d e f i c i t s ,  i n c r e a s e  t h e  
e f f i c i e n c y  of  r e v e n u e  c o l l e c t i o n ,  c o n t r o l  government 
e x p e n d i t u r e s ,  and e s t a b l i s h  a u d i t e d  a c c o u n t s  f o r  major  p u b l i c -  
companies .  Thus f a r ,  t h e  GOL h a s  n o t  implemented t h i s  program, 
d e s p i t e  t h e  p l acemen t  o f  s e v e n t e e n  o p e r a t i o n a l  e x p e r t s  i n  key 
f i n a n c i a l  management p o s i t i o n s  w i t h i n  v a r i o u s  economic 
m i n i s t r i e s  unde r  t h e  L i b e r i a  Economic S t a b i l i z a t i o n  S u p p o r t  
P r o j e c t  (ESS) P r o j e c t  N o .  669-0213 i n  1987-88. 

I m p o r t a n t  l e s s o n s  h a v e  been  l e a r n e d  i n  t h e  p a s t  two y e a r s .  A t  
t h e  time t h e  E S S  P r o j e c t  was b e i n g  d e s i g n e d ,  i t  was f e a r e d  t h a t  
t h e  economy was-on t h e  v e r g e  o f  c o l l a p s e .  I t  was f e l t  t h a t  
o n l y  by giking d r a c o n i a n  measu res  c o u l d  t h e  government and t h e  
e c o n o m ~ ~ " ~ ~ f v e .  A .I .D. t h e r e f o r e  embarked upon a n  a m b i t i o u s  
stabili3F&hn s t r a t e g y ,  w h i l e  a t  t h e  same time c o n t i n u i n g  t o  
financeyd&?elopment a c t i v i t i e s  s u p p o r t i n g  b a s i c  human needs .  
I n  a d d i t i o n  t o  t h e  ESS P r o j e c t ,  A .I .D. p r o v i d e d  t a n g i b l e  
s u p p o r t  t o  t h e  GOL t h r o u g h  i ts  f i n a n c i n g  o f  t h e  L i b e r i a  - 
Commodity Import Program I (669-0214, Program G r a n t  669-K-609), 
a $5.0 m i l l i o n  commodity impor t  program (which was o r i g i n a l l y  
p lanned  a t  a LOP f u n d i n g  l e v e l  of  $16.0 m i l l i o n )  d e s i g n e d  t o  
p r o v i d e  f o r e i g n  exchange  f i n a n c i n g  t o  t h e  p u b l i c  a s  well a s  t h e  
p r i v a t e  s e c t o r .  V7ithin a y e a r  of  o p e r a t i o n ,  USAID/Liberia 
t e r m i n a t e d  t h e  ESS P r o j e c t  due  t o  t h e  f a i l u r e  o f  t h e  GOL t o  
u n d e r t a k e  promised  f i n a n c i a l  and economic r e fo rms .  



B. Matcroeconomic Context  

L i b e r i a  fs e s s e n t i a l l y  a n  open, e x p o r t - o r i e n t e d  economy w i t h  
r e l a t i v e l y  few exchange c o n t r o l s .  Where t h e  p r i v a t e  s e c t o r  i s  
allowed t o  o p e r a t e ,  t h e  economy does  well. F x p o r t e r s  a r e  
r e q u i r e d  t o  s u r r e n d e r  25 p e r c e n t  of t h e i r  f o r e i g n  exchange 
e x p o r t  e a r n i n g s  through Government c h a n n e l s ,  and they  a r e  f r e e  
t o  h o l d  remaining e a r n i n g s  o f f s h o r e  and u s e  them a s  t h e y  
choose. T h i s  is t h e  main reason  f o r  t h e  economy's v ib rancy  and 
why most consumer items a r e  r e a d i l y  a v a i l a b l e .  T h e  c o u n t r y ' s  
e x p o r t s  a r e  w e l l  d i v e r s i f i e d ,  a l b e i t  c o n s i s t i n g  almost  e n t i r e l y  
of raw m a t e r i a l s ,  wi th  l i t t l e  in-country  p rocess ing .  F u r t h e r ,  
few manufactur ing  a c t i v i t i e s  s e r v e  t h e  domest ic  market ;  L i b e r i a  
is  dependent  on world p roducers  f o r  most of its consumption and 
inves tment  needs.  Expor t s  a r e  e q u i v a l e n t  t o  about  60 p e r c e n t  
of monetary G D P ,  whereas impor t s  a r e  a b o u t  50 p e r c e n t .  
A g r i c u l t u r e  a c c o u n t s  f o r  a lmost  one- th i rd  of G D P ,  and p r o v i d e s  
employment f o r  more t h a n  two- th i rds  of t h e  popu la t ion  ( l a r g e l y  
i n  s u b s i s t e n c e  a g r i c u l t u r e ) .  

The a c t i v e  p r i v a t e  s e c t o r ,  on ly  a  very  s m a l l  p o r t i o n  of which 
can be c h a r a c t e r i z e d  a s  in fo rmal  ( i . e . ,  n o t  r e g i s t e r e d  with t h e  
Government),  a c c o u n t s  f o r  t h e  modest growth of t h e  economy. 
D e s p i t e  t h e  f i s c a l  and monetary problems and t h e  G O L ' s  f a i l u r e  
t o  t a k e  a p p r o p r i a t e  reform measures,  t h e  p r i v a t e  s e c t o r  h a s  no t  
been unduly c o n s t r a i n e d .  

According t o  IMF d a t a ,  L i b e r i a ' s  r e a l  Gross  Domestic Product  
( G D P )  reached i t s  peak i n  1974 and h a s  d e c l i n e d  by abou t  20 
p e r c e n t  s i n c e  t h e n .  The i n i t i a l  c a u s e  f o r  t h e  d e c l i n e  was t h e  
worldwide r e c e s s i o n  caused by t h e  s h a r p  i n c r e a s e s  i n  t h e  p r i c e  
of petroleum. By 1979,  t h e  economy had a lmost  comple te ly  
recovered  t o  its 1974 l e v e l .  Then i n  1980, t h e  Government was 
overthrown and t h e  a t t e n d a n t  p o l i t i c a l  u n c e r t a i n t i e s ,  c a p i t a l  
f l i g h t ,  and d e p a r t u r e  of  s k i l l e d  workers ,  coupled with a  world 
r e c e s s i o n  i n  t h e  e a r l y  1980s took a  heavy t o l l  on t h e  coun t ry .  
Economic a c t i v i t y  d e c l i n e d  c o n t i n u o u s l y  through 1987. 
Improving world marke t s  and domest ic  p o l i t i c a l  s t a b i l i t y  he lped  
a r r e s t  t k - s  d e c l i n e  and i n  1988 r e a l  GDP grew a t  2.8%. A 2 %  
GDP gro-rate is p r o j e c t e d  i n  1989. So long  a s  world market 
p r i c e s  G i b e r i a ' s  e x p o r t s  remains s t a b l e ,  it is p r o j e c t e d  
t h a t  theemrtm --=- omic s i t u a t i o n  w i l l  c o n t i n u e  t o  improve. 

However, d e s p i t e  t h i s  b r i g h t e n i n g  p i c t u r e ,  there a r e  s t i l l  
fo rmidab le  c h a l l e n g e s  f a c i n g  t h e  c o u n t r y ' s  long-term 
development.  I n f r a s t r u c t u r e  h a s  b a d l y  d e t e r i o r a t e d ,  there i s  
an enormous d e b t  s e r v i c i n g  problem, c a p i t a l  f l i g h t  c o n t i n u e s  
and i n f l a t i o n  is r i s i n g .  I n f l a t i o n  f o r  1988 was 1 2 % .  I n  CY 
1989, it cou ld  go a s  h i g h  a s  17%.  These f a c t o r s  w i l l  make it 
d i f f i c u l t ,  i f  n o t  i m p o s s i b l e ,  f o r  t h e  GOL t o  e x t r a c t  i t s e l f  
from its f i n a n c i a l  c r i s i s  wi thou t  s t r i c t  f i s c a l  and monetary 
d i s c i p l i n e .  



Table  1 below i l l u s t r a t e s  t h e  changing s t r u c t u r e  of t h e  economy 
s i n c e  1971. T r a d i t i o n a l  a g r i c u l t u r e ,  r e p r e s e n t i n g  
approximate ly  two- th i rds  of t h e  p o p u l a t i o n ,  i n c r e a s e d  i n  
r e l a t i v e  impor tance ,  d e m o n s t r a t i n g  t h e  lack  of modern iza t ion  
and even r e t r o g r e s s i o n  of t h e  economy. Monetized a g r i c u l t u r e ,  
r e p r e s e n t i n g  p r i m a r i l y  e x p o r t - o r i e n t e d  c r o p s ,  a l s o  i n c r e a s e d  i n  
r e l a t i v e  importance.  The rubber  s e c t o r ' s  c o n t r i b u t i o n  was 
r e l a t i v e l y  s t a b l e .  The  major  i n c r e a s e  i n  monetized 
a g r i c u l t u r e ' s  s h a r e  of GDP came from i n c r e a s e d  t imber ,  c o f f e e ,  
and cocoa e x p o r t s .  Mining, p r i m a r i l y  i r o n  o r e ,  showed a 
s i g n i f i c a n t  d e c r e a s e ,  from 31 p e r c e n t  of GDP t o  10  p e r c e n t  from 
1971 t o  1986. 

Table  1 
S e c t o r a l  O r i g i n  of GDP a t  C o n s t a n t  F a c t o r  Cos t  

( i n  p e r c e n t )  

S e c t o r  

T r a d i t i o n a l  A g r i c u l t u r e  1 4  .4 
Monetized A g r i c u l t u r e  10  .O 

Rubber (6 .0 )  
F o r e s t r y  (1 .5 )  
Other ( 2  .5 

Mining and Q u a r r y i n g  31 - 2  
1ron  o r e  (28  - 4  1 
O t h e r  (2 .8)  

Manufacturing 4 .3 
C o n s t r u c t i o n  3 .6 
Government S e r v i c e s  6.8 
O t h e r  S e r v i c e s  29 -7  

TOTAL 100.0 100.0 100 00 

----- 
~ o u r ~  stry of P l a n n i n g  & Economic A f f a i r s  

I n  t e e = ,  long-term development p r o s p e c t s ,  L i b e r i a  's s t r e n g t h  
l ies  in?*&s open economy which encourages  f o r e i g n  inves tment  
and h a s  minimal exchange c o n t r o l s .  T h i s  h a s  f o s t e r e d  an  
a c t i v e ,  a g g r e s s i v e ,  and c o m p e t i t i v e  p r i v a t e  s e c t o r ,  which 
wie lds  n o t  o n l y  economic s t r e n g t h ,  b u t  a l s o  c o n s i d e r a b l e  
p o l i t i c a l  s t r e n g t h .  I n  f a c t ,  t h e  p o l i t i c a l  s t r e n g t h  of t h e  
p r i v a t e  s e c t o r  h a s  had a modera t ing  effect on t h e  economy, 
c o n t r i b u t i n g  t o  both economic and p o l i t i c a l  s t a b i l i t y  and 
improving t h e  inves tment  c l i m a t e .  



Analyses required for the PAAD include a review of the various .. 
economic indicators for ~iberia (fiscal situation, monetary 
policy, inflation, the balance of payments situation, the 
internal and external debt situation, and export prospects), as 
well as an estimate of the total foreign exchange requirements 
for the private and public sectors. It is expected that the 
assistance of a macroeconomist (USDH or Contract) will be 
needed to augment the work done by the USAID/Liberia Program 
Economist. The scope of work for this macroeconomist is 
provided in Annex F. 

C. Private Sector Composition 

The Liberian private sector can be divided into four distinct 
segments: 

1. Foreign concessions which dominate the large 
export-oriented concerns; 

2. Foreign-managed commercial outlets which provide most 
of the consumer goods available in the marketplace; 

3. Liberian business community involved principally in 
small-scale manufacturing and services: and 

4. Private farmers, many of whom operate at the 
subsistence level. 

The proposed CIP If will direct its attention to the Liberian 
business community and, in particular, small and medium 
enterprises (SMEs) and the private comercial farmer who 
requires agricultural imports. The focus on SMEs will afford 
the opportunity to increase the participation of the Liberian 
citizens in the economy while concomitantly expanding the 
prospects for employment generation and production. 

This program will attempt to assist in the development of SMEs 
in Liberia, particularly related to agriculture, by providing 
them access to foreign' exchange. At present, SMEs presently 
have limited opportunities to obtain foreign exchange both 
through &tgaal and informal mechanisms. Moreover, this program 
will attq&@&+to target its financing on equipment and raw 
materia~@@&&ch will promote indigenous manufacturing and 
productfam?c;spacity. 



c-r - -- 
D .  C m s t r a i n t s  Facing t h e  P r i v a t e  S e c t o r  

The c o n s t r a i n t s  f a c i n g  t h e  p r i v a t e  s e c t o r  i n  L i b e r i a  a r e  
fo rmidab le ,  a l though i n  many c a s e s  no t  a s  s e v e r e  a s  t h o s e  found 
i n  o t h e r  West A f r i c a n  c o u n t r i e s .  On t h e  p o l i c y  l e v e l ,  t h e  
environment f o r  p r i v a t e  s e c t o r  development is cons ide red  
r e l a t i v e l y  f a v o r a b l e .  However, on t h e  o p e r a t i o n a l  l e v e l ,  a  
major concern  is t h a t  " ren t - seek ing"  a c t i v i t i e s  p r a c t i c e d  by 
Government o f f i c i a l s  i n c r e a s e  t h e  r i s k s  and t h e  c o s t s  of d o i n g  
b u s i n e s s  i n  L i b e r i a .  These problems no twi ths tand ing ,  t h e  
p r i v a t e  s e c t o r  i n  L i b e r i a  h a s  proven i t s e l f  t o  be dynamic and 
a g g r e s s i v e ,  and because  of t h i s ,  t h e  economy h a s  n o t  on ly  
su rv ived  b u t  h a s  even grown. 

I n  May 1989,  an  assessment  of L i b e r i a n  s m a l l  and medium 
e n t e r p r i s e s  was conducted  by a team of c o n s u l t a n t s  under t h e  
AID/Washingon P r i v a t e  E n t e r p r i s e  Development Support  P r o j e c t  
(PEDS) 11. That  a s sessment  concluded t h a t  t h e  primary 
c o n s t r a i n t s  f a c i n g  t h e  p r i v a t e  s e c t o r  i n  g e n e r a l ,  and s m a l l  and 
medium e n t e r p r i s e s  i n  p a r t i c u l a r ,  a r e  t h o s e  r e l a t e d  t o  s h o r t a g e  
of t r a i n e d  workers  and managers,  l a c k  of a c c e s s  t o  credit (and 
i n  p a r t i c u l a r ,  t o  f o r e i g n  exchange) ,  and t h e  lack  of t e c h n i c a l  
s e r v i c e s  and t r a i n i n g  o p p o r t u n i t i e s  i n  b a s i c  b u s i n e s s  s k i l l s  
( b u s i n e s s  p l a n n i n g ,  management, e tc .) .  A c o m p l i c a t i n g  f a c t o r  
is t h a t  L i b e r i a n  SMEs f a c e  s t r o n g  c o m p e t i t i o n  from t h e  more 
f i r m l y  e n t r e n c h e d  Lebanese ,  I n d i a n ,  and o t h e r  t h i r d - c o u n t r y  
b u s i n e s s e s  t h a t  have  s u c c e s s f u l l y  o p e r a t e d  i n  L i b e r i a  f o r  
g e n e r a t i o n s .  D e s p i t e  t h i s  c o m p e t i t i o n ,  it does  n o t  appear  t h a t  
t h e  GOL ' s  p o l i c y  towards  t h e s e  b u s i n e s s e s  is  p a r t i c u l a r l y  
d i s c r i m i n a t o r y  o r  even n e g a t i v e .  R a t h e r ,  t h e  GOL appears  t o  
have  recogn ized ,  and indeed a p p r e c i a t e s ,  t h e  p o s i t i v e  r o l e  t h a t  
t h e s e  f o r e i g n  b u s i n e s s e s  have  had on t h e  economy. 

PROPOSED ASSISTANCE AND PROGRAM OBJECTIVES 

A .  R e l a t i o n s h i p  o f  Proposed Program t o  A , I . D .  S t r a t e g y  

- am r e p r e s e n t s  a n  i n t e g r a l  p a r t  of USAID'S development 
n L i b e r i a ,  a s t r a t e g y  which seeks t o  a s s i s t  i n  a  

s e l f - s u s t a i n i n g  broadly-based economic growth. 
h e  r e c e n t  t e r m i n a t i o n  of  t h e  Economic S t a b i l i z a t i o n  
ject (ESS) ,  USAID is now a c t i v e l y  pursu ing  a  

s t r a t e g i c  c o u r s e  which i s  s h i f t i n g  its program emphasis towards  
making g r e a t e r  u s e  of p r i v a t e  s e c t o r  mechanisms t o  d e l i v e r  U .S, 
economic a s s i s t a n c e .  Tha t  s t r a t e g y  c o n t a i n s  two USAID 
p r i n c i p a l  o b j e c t i v e s :  



1, To p l a c e  i n c r e a s i n g  r e l i a n c e  on t h e  p r i v a t e  s e c t o r  t o  
i n c r e a s e  employment and improve p r o d u c t i v i t y ;  and 

2 .  To make t h e  most e f f i c i e n t  use  of a v a i l a b l e  r e s o u r c e s  
where government r e s o u r c e s  a r e  needed t o  meet b a s i c  
human needs. 

Promoting p r i v a t e  s e c t o r  growth w i l l  be USAID's primary 
development g o a l  over  t h e  n e x t  s e v e r a l  y e a r s .  C r e a t i n g  
adequate  income growth w i l l  r e q u i r e  i n c r e a s i n g  employment, 
expanding e x p o r t s ,  improving p r o d u c t i v i t y ,  and reducing t o  t h e  
e x t e n t  p o s s i b l e  t h e  d r a g  on t h e  economy of an  i n e f f i c i e n t  
p u b l i c  s e c t o r .  The emphasis  of t h e  o v e r a l l  s t r a t e g y  w i l l  be t o  
broaden i n d i v i d u a l  p r o d u c t i v e  o p p o r t u n i t i e s ,  and i t  is expected  
t h a t  t h e  proposed CIP w i l l  i n c r e a s e  t h e  range  of t h e s e  
o p p o r t u n i t i e s .  

B. Program R a t i o n a l e  

The r a t i o n a l e  f o r  t h i s  program is based on t h e  f a c t  t h a t  t h e  
p r i v a t e  s e c t o r  i n  L i b e r i a  w i l l  be t h e  f o c a l  p o i n t  of A . I . D . ' s  
a s s i s t a n c e  i n  t h e  near-  t o  medium-term. USAID's e x p e r i e n c e  
with t h e  CIP I program p o i n t s  o u t  t h a t  it is p o s s i b l e  and even 
d e s i r a b l e  t o  have  a p r i v a t e - s e c t o r  s t r a t e g y  with a  commodity 
import  program a s  a  major  e lement .  

The June  1989 e v a l u a t i o n  of CIP I concluded t h a t  t h e  program 
was be ing  e f f e c t i v e l y  implemented, t h a t  it was hav ing  a 
p o s i t i v e  economic impact ,  t h a t  i t  h e l p e d  c r e a t e  inves tment  t h a t  
might n o t  o t h e r w i s e  be made, and t h a t  i n  some c a s e s ,  i t  
p robab ly  c o n t r i b u t e d  t o  economic s t a b i l i t y  i n s o f a r  2 s  t h e  
program's  e x i s t e n c e  was s u f f i c i e n t  t o  convince  one businessman 
t o  keep h i s  b u s i n e s s  r a t h e r  t h a n  se l l  o u t  and move on. Another 
impact  of  t h e  program was t h a t  i t  had a modera t ing  e f f e c t  on 
t h e  p a r a l l e l  exchange rate. Most i m p o r t a n t l y ,  however, t h e  
e v a l u a t i o n  demons t ra ted  t o  c r i t i cs  t h a t  a  commodity import  
program c o u l d  i n  f a c t  be implemented i n  L i b e r i a  and t h a t  
w i n d f e Z ~ x i t s  were minimal.  The  e v a l u a t i o n ' s  main o b j e c t i v e  
was tqmcommend  e l e m e n t s  t h a t  would be d e s i r a b l e  i n  a  
f o l l a S W n  C I P .  These recommendations, a l l  of which have been 
t a k e a T % t a  c o n s i d e r a t i o n  i n  t h e  d e s i g n  of CIP 11, were a s  
f o l l o w s s  

That  a  CIP s h o u l d  be c o n t i n u e d ,  - i f  it is l i m i t e d  t o  t h e  
p r i v a t e  s e c t o r  and if: 

- A g r e a t e r  p r o p o r t i o n  of CIP funds  could  be d i r e c t e d  
towards  i n c r e a s i n g  t h e  p r o d u c t i v e  c a p a c i t y  of  t h e  
t y p i c a l  farmer  and s m a l l e r  e n t r e p r e n e u r ,  s p e c i f i c a l l y  
a g r i c u l t u r a l  p r o d u c t i o n  and marke t ing  ( p o s s i b l y  through - 
i n t e r m e d i a r y  o r g a n i z a t i o n s  l i k e  PfP/L o r  SEFO) ;  



- More program r e s o u r c e s  cou ld  be d e d i c a t e d  t o  micro  
and s m a l l - s c a l e  e n t r e p r e n e u r s ;  

- The program r e f r a i n e d  from f i n a n c i n g  t h e  i m p o r t a t i o n  
of raw m a t e r i a l s  and c a p i t a l  goods made t o  make p roduc t s  
u n l i k e l y  t o  be a f f o r d a b l e  t o  L i b e r i a n s  i n  t h e  lower h a l f  
of t h e  income s c a l e ;  

- No s i z e  l i m i t  shou ld  be p laced  on a l l o c a t i o n s .  Each 
t r a n s a c t i o n  s h o u l d  be based on i ts  own merits r e l a t i v e  
t o  o t h e r  r e q u e s t s ,  and g r e a t e r  e f f o r t s  t o  p u b l i c i z e  t h e  
program shou ld  be t a k e n  s o  t h a t  e f f i c i e n t  a l l o c a t i o n  of 
program r e s o u r c e s  can  be made; ahd 

- That  t h e  exchange r a t e  used under t h e  program be 
a d j u s t e d  t o  d e c r e a s e  o r  e l i m i n a t e  t h e  i m p l i c i t  s u b s i d y  
a c c r u i n g  t o  t h e  i m p o r t e r s .  Whi l e  t h e  CIP I e v a l u a t i o n  
concluded t h a t  t h e  exchange r a t e  used r e s u l t e d  i n  a  
s u b s i d y  t o  t h e  i m p o r t e r ,  it a l s o  noted  t h a t  t h e  
i m p o r t e r s  u s e  of A . 1  .D. r e s o u r c e s  r e s u l t e d  i n  h i g h e r  
o p e r a t i n g  c o s t s  which e f f e c t i v e l y  negated  a  f a i r  amount 
of t h e  s u b s i d y .  Moreover, t h e  h igh  d e g r e e  of 
c o m p e t i t i o n  i n  t h e  L i b e r i a n  market  prevented  t h e  
r e a l i z a t i o n  of h igh  w i n d f a l l  p r o f i t s ;  it was e s t i m a t e d  
t h a t  approx imate ly  6 p e r c e n t  of program r e s o u r c e s  
devoted  t o  t h e  p r i v a t e  s e c t o r  under  CIP I ($200,000 o u t  
of $3 . l 4  m i l l i o n )  might  have  become w i n d f a l l  prof it. 
The7remainder  of t h e  s a v i n g s  were passed  on t o  t h e  
consumers. 

The e v a l u a t i o n  a l s o  recommended t h a t  a  follow-on C I P  be 
implemented i n  c o n j u n c t i o n  wi th  a  p r o j e c t  a c t i v i t y  which would 
p rov ide  a s s i s t a n c e  t o  micro ,  s m a l l ,  and medium e n t e r p r i s e s  and 
would fund t e c h n i c a l  a s s i s t a n c e  and p o l i c y  and o t h e r  
development s t u d i e s .  I t  was a l s o  recommended t h a t  t h e  p r o j e c t  
make l o c a l  c u r r e n c y . c r e d i t  a v a i l a b l e  t o  micro  and s m a l l - s c a l e  
businesses. and to t h o s e  medium-sized b u s i n e s s e s  t h a t  do n o t  

have- bank c r e d i t .  Elements  of t h i s  recommendation 
i n c o r p o r a t e d  i n t o  t h e  CIP I1 des ign .  

at s p e c i f i c a l l y  t a r g e t t e d  on c o n s t r a i n t s  t o  p r i v a t e  
s e c t o r  grewth was f e l t  t o  be an  impor tan t  e lement  of t h i s  new 
program, e s p e c i a l l y  i n  view of t h e  p r o j e c t e d  r e s o u r c e s  t h a t  
would be devo ted  t o  t h e  CIP. Based on p r e l i m i n a r y  r e s u l t s  of 
t h e  Small and Medium E n t e r p r i s e  Assessment conducted i n  May 
1989 ,  and through o b s e r v a t i o n s  made d u r i n g  t h e  CIP I 
e v a l u a t i o n ,  s e v e r a l  p o s s i b l e  p o l i c y  items were sugges ted  t o  be 
focused on under CIP 11. These i n c l u d e  e q u a l i z a t i o n  of import  
d u t y  r a t e s  among raw m a t e r i a l s ,  c a p i t a l  goods, and f i n i s h e d  
goods and e q u a l i z a t i o n  of t o t a l  e f f e c t i v e  t a x e s  and f e e s  -- 
annual  r e g i s t r a t i o n  f e e s ,  income t a x e s ,  and e x c i s e  t a x e s  -- 
a c r o s s  s i m i l a r  b u s i n e s s e s  ( a c r o s s  a l l  b u s i n e s s e s  would be 



preferab&eJ, The  e f f e c t s  of  t h e s e  p o l i c y  changes would be t o  
l e v e l  t h e  p l a y i n g  f i e l d  f o r  a l l  b u s i n e s s e s  o r  t o  p a s s  a l o n g  
p r i c e  i n c e n t i v e s  f o r  both  i n c r e a s e d  inves tment  and g r e a t e r  
p roduc t ion  by small b u s i n e s s e s .  Other  p o s s i b l e  p o l i c y  reform 
items i n c l u d e  r e l a x i n g  p r i c e  c o n t r o l s  and i n t e r e s t  r a t e  
c e i l i n g s .  

The  f a c t  t h a t  U S A I D  is a t t e m p t i n g  t o  i n f l u e n c e  some p o l i c y  
reform under t h i s  program r e q u i r e s  t h a t  we work, i f  even o n l y  
marg ina l ly ,  wi th  t h e  GOL d u r i n g  program implementat ion,  For 
t h e  CIP 11 program, t h i s  w i l l  e n t a i l  s i g n i n g  a b i l a t e r a l  g r a n t  
agreement wi th  t h e  GOL, and p o s s i b l y ,  hav ing  GOL r e p r e s e n t a t i o n  
on t h e  j o i n t  USAID/GOL Program Implementa t ion  Committee ( P I C )  
w h i c h  w i l l  d e t e r m i n e  which impor t s  w i l l  be f inanced  (based on 
t h e  e s t a b l i s h e d  economic c r i t e r i a ) .  The  GOL's  r o l e  w i l l  be 
h e l d  t o  t h i s  l i m i t e d  r e l a t i o n s h i p ,  and a l l  commodities f i n a n c e d  
under t h i s  program w i l l  be  d e s t i n e d  f o r  t h e  p r i v a t e  sector, 
T h e  GoL r o l e ,  i f  any, i n  t h e  f i n a l  a l l o c a t i o n  and d isbursement  
of funds  w i l l  be  reviewed d u r i n g  t h e  PAAD des ign.  Implementing 
t h e  program i n  a n o t h e r  f a s h i o n ,  e.g., through a  
non-governmental o r g a n i z a t i o n ,  would n o t  a l l o w  U S A I D  t o  have a n  
e n t r e e  w i t h  t h e  GOL, t h e r e b y  l i m i t i n g  o r  even e l i m i n a t i n q a n y  
o p p o r t u n i t y  f o r  p o l i c y  d i a l o g u e  wi th  t h e  GOL. O t h e r ' o p t i o n s  
f o r  implementa t ion ,  such a s  through t h e  L i b e r i a n  Chamber of  
Commerce, have drawbacks, I n  t h i s  c a s e ,  t h e  drawback is t h a t  
t h e  L i b e r i a n  Chamber of Commerce has  a  f o c u s  which is 
predominate ly  medium t o  l a r g e - s i z e d  e n t e r p r i s e s ,  n o t  small 
bus inesses .  

C. Program Goal and Purpose  

T h i s  program is a n  i n t e g r a l  p a r t  of  U S A I D D s  e f f o r t s  t o  s h i f t  
i ts development e f f o r t s  towards  i n c r e a s e d  use  of  p r i v a t e  s e c t o r  
mechanisms for long-term s o c i a l  and economic development. T h e  
g o a l  o f  t h e  Liberia Commodity Import  Program 11, t h e r e f o r e ,  
w i l l  be  t o  promote s u s t a i n e d  economic and s o c i a l  development i n  
L i b e r i a  through a n  a c t i v e  and growing p r i v a t e  s e c t o r .  The 
purpose of t h e  program w i l l  be t o  f o s t e r  s u s t a i n e d  development 
of  t h e  prkeate sector i n  L i b e r i a ,  i n  p a r t i c u l a r ,  s m a l l  and 
medium ises, through t h e  p r o v i s i o n  of  impor t  f i n a n c i n g  
f o r  c a  uipnent and o t h e r  income and 
employ erat i n g  inves tments ,  

" -- -*:* - 
D, Proposed Program A s s i s t a n c e  and How t h e  Program W i l l  Work 

The proposed program w i l l  c o n s i s t  of a  commodity import  program 
(CIP) ,  f i n a n c i n g  f o r  f e a s i b i l i t y  s t u d i e s  r e l a t i n g  t o  new 
e n t e r p r i s e s ,  and program management. The s p e c i f i c  program 
a c t i v i t i e s  a r e  o u t l i n e d  below: 

1. Commodity Import Program 

The  commodity impor t  program w i l l  be run  l i k e  its predecessor  
L i b e r i a  Commodity Impor t  Program I, i.e., U.S. d o l l a r  f i n a n c i n g  
w i l l  be made a v a i l a b l e  through l o c a l  banks t o  p r i v a t e  



business- for the importation of commodities from the united 
States. The types of goods which will be financed under this 
program will be those which will lead to or contribute to 
productive activities, employment generation, and general 
economic development. For these reasons, consumer goods will 
not be financed under this program. 

The determination of which financing requests will be approved 
will be made by a joint A.IoDo/GOL Program Implementation 
Committee (PIC), as under the CIP I program. At the outset of 
the program, criteria will be established (e.g., number of jobs 
an import will create, size/ownership of business requesting 
financing, value added if a capital good or raw material, 
affordability of finished product by consumers if raw material 
imports are to be financed, etc.) and these criteria will be 
fully disseminated to the private sector. Depending on the 
progress of disbursements, these criteria may be reviewed 
and/or modified during the life-of-program. 

Once financing requests are approved, the businesses will be 
required to deposit an amount of local currency to the local 
participating bank in order for that bank to open the .letter of 
credit (L/C). Once the L/C is opened and the business obtains 
its import license for the commodity, it can effect the 
procurement. The bank will be responsible for paying the 
vendor and shipper in U.S. dollars out of the L/C. 

The effective exchange rate to be charged importers will be a 
design issue. Because of the existence of a parallel exchange 
rate, the CIP I evaluation recommended that adjustments be made 
in order to decrease the amount by which the foreign exchange 
was being subsidized. This could be done by levying a fee to 
raise the effective exchange rate to some level closer to the 
parallel rate. Such an adjustment would also have to take into 
consideration the increased costs incurred by the businesses 
associated with using A.IoD. CIP funds, so it would be expected 
that the fee would be between the difference between official 
and parallel exchange rates. Mechanisms for determining the 
appropriakk fee an6 for means of adjusting it during program 
impleme-OR will be determined during PAAD design. The PAAD 
Design 'Prilwill be asked to develop a flexible mechanism for 
p e r i o d i ~ ~ i e ~  of the fee system in light of exchange rate 
fluctual&&@&. These fees will be accounted for separately, but 
kept in the same account as the local currency generations. 

Local currency generated by this program will be directed 
towards private sector development and to fund local currency 
costs of A.I.D. projects. At present, it is anticipated that 
resources will be programmed for studies, for support to 
intermediary private sector organizations like Partnership for 
Productivity/Liberia (PfP/L) and the Small Enterprise Financing 
Organization (SEFO), as well as the Liberian Chamber of 
Commerce. In addition, financing might also be made available 
for credit under the planned Small Business Development Project 
(669-0225), as well as for possible privatization schemes. 



2. P r i v a t e  S e c t o r  S t u d i e s  

P r i v a t e  s e c t o r  s t u d i e s  w i l l  be f i n a n c e d  under t h i s  program. 
The purpose of these s t u d i e s  w i l l  be four - fo ld .  F i r s t ,  t h e  
s t u d i e s  w i l l  be used t o  look i n t o  p o s s i b l e  p r i v a t e  s e c t o r  
inves tment  o p p o r t u n i t i e s  f o r  both  ongoing and new bus inesses .  
Examples of a c t i v i t i e s  t h a t  might be funded under t h i s  
component i n c l u d e  s e c t o r  a n a l y s e s ,  f e a s i b i l i t y  s t u d i e s ,  and 
s t u d i e s  and development o f  p r i n t e d  m a t e r i a l s  a d d r e s s i n g  
impor t /expor t  procedures .  

A second a r e a  for s t u d i e s  would be t o  look i n t o  s p e c i f i c  
p r i v a t e  sector concerns .  For example, a b u s i n e s s  might have a  
p a r t i c u l a r  q u e s t i o n  r e g a r d i n g  a  manufac tu r ing  t echn ique  o r  
problem. Program f i n a n c i n g  cou ld  be used t o  b r i n g  i n  a  
t e c h n i c i a n  t o  s t u d y / r e s o l v e  t h e  problem f o r  t h e  bus iness .  I t  
would be e x p e c t e d ,  however, t h a t  t h e s e  program-financed 
r e p o r t s / s t u d i e s  would be made a v a i l a b l e  t o  t h e  g e n e r a l  pub l i c .  

A t h i r d  use  o f  t h e s e  r e s o u r c e s  would be t o  f i n a n c e  c o n s u l t a n t s  
s p e c i a l i z i n g  i n  p r i v a t i z a t i o n .  Such c o n s u l t a n t s  would look 
i n t o ,  i n t e r  a l i a ,  t h e  costs, p r o s  and cons ,  and a n t i c i p a t e d  
economic impact  of p r i v a t i z a t i o n  of  p a r a s t a t a l s .  

S i n c e  some of t h e  s t u d i e s  might  be p o l i t i c a l l y  s e n s i t i v e ,  and 
s i n c e  it would t h e r e f o r e  be impor tan t  for t h e  GOL t o  be brought  
i n  a t  a n  e a r l y  s t a g e  of t h e s e  s t u d i e s ,  it is sugges ted  t h a t  t h e  
PIC be used as t h e  forum t o  d i s c u s s  which s t u d i e s  would be 
f i n a n c e d  under t h i s  program. Another p o s s i b l e  forum would be a  
L i b e r i a n  Chamber o f  Commerce s p e c i a l  committee. The 
d e t e r m i n a t i o n  of which s t u d i e s  w i l l  be  f i n a n c e d  w i l l  be 
addressed  d u r i n g  PAAD des ign .  

3. Program Management 

Program r e s o u r c e s  w i l l  a l s o  be  devoted  t o  program management. 
I t  is a n t i c i p a t e d  t h a t  t h e  program w i l l  be  run  i n  much t h e  same 
way as C I P  I ,  t h a t  is, by a U.S.-hire P e r s o n a l  S e r v i c e s  
C o n t r a c t o r ,  A s  some of  t h e  s t a r t - u p  costs a s s o c i a t e d  wi th  t h e  
f i r s t  prq.raw (i.e., f u r n i t u r e ,  a p p l i a n c e s ,  etc.) have a l r e a d y  

pr imary  s u p p o r t  c o s t s  w i l l  be f o r  s a l a r y  and 
gent c o s t s .  

E. Program B e n e f i c i a r i e s  

I t  is a n t i c i p a t e d  t h a t  t h e  proposed program w i l l  p o s i t i v e l y  
a f f e c t  s e v e r a l  g roups  of  b e n e f i c i a r i e s .  B e n e f i t s  t h a t  w i l l  
a c c r u e  a l s o  depend on t h e  t y p e  of a s s i s t a n c e  provided under t h e  
program, i.e., impor t  f i n a n c i n g ,  and s t u d i e s .  Whi l e  it is 
d i f f i c u l t  a t  t h i s  time t o  e s t i m a t e  wha t  pe rcen tage  of  b e n e f i t s  
w i l l  a c c r u e  t o  women, t h e  Mission does  p l a n  t o  i n c l u d e  and 
promote t h e . p a r t i c i p a t i o n  o f  women i n  t h e  program. I t  shou ld  
be noted ,  however, t h a t  t h e  r o l e  t h a t  women p l a y  i n  t h e  p r i v a t e  
s e c t o r  (i.e., p r i m a r i l y  s m a l l - s c a l e  r e t a i l i n g )  may l i m i t  t h e i r  
a b i l i t y  t o  f u l l y  p a r t i c i p a t e  i n  t h i s  program. The c r i t e r i a  t o  



be develaped f o r  p a r t i c i p a t i o n  i n  these a c t i v i t i e s  w i l l  a s s u r e  .' 
t h a t  ta~@ked b e n e f i c i a r y  groups  a r e  g iven p r i o r i t y  f o r  
a s s i s t a w  through t h e  c r i t e r i a  f o r  s e l e c t i o n  of i m p o r t e r s  t o  
be a s s i s e c d  under t h e  program. 

1. Import  F inanc ing  

T h e  d i r e c t  b e n e f i c i a r i e s  of  t h i s  program w i l l  be those 
e n t e r p r i s e s  ( l a r g e ,  medium, and s m a l l )  and commercial f a r m e r s  
t a k i n g  advantage  of t h e  program's  f i n a n c i n g .  These e n t e r p r i s e s  
w i l l  use  t h e  program's  f o r e i g n  exchange f i n a n c i n g  t o  impor t  
c a p i t a l  equipment ,  v e h i c l e s ,  and/or s u p p l i e s  f o r  t h e i r  
o p e r a t i o n s .  Program r e s o u r c e s  w i l l  p a r t i c u l a r l y  b e n e f i t  small 
and medium e n t e r p r i s e s  u s i n g  program r e s o u r c e s  (bo th  d o l l a r  o r  
l o c a l  c u r r e n c y ) ,  i n  t h a t  t h e y  w i l l  h e l p  i n  e s t a b l i s h i n g  o r  
expanding t h e s e  SMEs. Secondary b e n e f i c i a r i e s  w i l l  be t h o s e  
t h a t  w i l l  become, by v i r t u e  of t h e  impor t  f i n a n c i n g ,  employed 
by t h e  b u s i n e s s e s .  T h e  c r i t e r i a  t h a t  w i l l  be e s t a b l i s h e d  t o  
de termine  w h i c h  f i n a n c i n g  r e q u e s t s  a r e  approved w i l l  depend i n  
l a r g e  p a r t  on t h e  d e g r e e  of  employment g e n e r a t i o n  which w i l l  
r e s u l t  from t h e  impor ts .  The  t e r t i a r y  b e n e f i c i a r i e s  of t h e  
program w i l l  be t h e  consumers t h a t  w i l l  be a b l e  t o  o b t a i n  goods 
and/or s e r v i c e s  r e s u l t i n g  from t h e  impor t  f i n a n c i n g .  

2. S t u d i e s  

Program f i n a n c i n g  f o r  s t u d i e s  is proposed under t h i s  program. 
The s t u d i e s  may be g e n e r a l  i n  n a t u r e  (e.g., s e c t o r  a n a l y s e s  
t h a t  w i l l  be of g e n e r a l  i n t e r e s t  t o  L i b e r i a n  b u s i n e s s e s ) ,  o r  
s u b j e c t - s p e c i f i c  (e.g., t h e  f i n a n c i a l  v i a b i l i t y  of a p a r t i c u l a r  
manufactur ing  t e c h n i q u e  u s i n g  imported s y n t h e t i c  m a t e r i a l s ) .  
They might a l s o  be done f o r  t h e  b e n e f i t  of  a  group o r  for a n  
i n d i v i d u a l .  The d i r e c t  b e n e f i c i a r i e s  of s t u d i e s  f i n a n c i n g  
would be t h e  b u s i n e s s e s  t h a t  would be a b l e  t o  d i r e c t l y  p r o f i t  
from t h e  i n f o r m a t i o n  l e a r n e d .  I n d i r e c t  b e n e f i c i a r i e s  would be 
t h o s e  who were a b l e  t o  o b t a i n  employment a s  a  r e s u l t  of  t h e  
s t u d i e s ,  a s  w e l l  a s  consumers t h a t  would be a b l e  t o  b e n e f i t  
from t h e  i n c r e a s e d  s y p p l y  of goods o r  s e r v i c e s  r e s u l t i n g  from 
t h e  studk,&s, 

ed Loca l  Currency Uses 

of l o c a l  c u r r e n c y  g e n e r a t i o n s  from t h e  CIP program 
have b e d * p r a g o s e d -  and w i l l  be s t u d i e d  f u r t h e r  d u r i n g  PAAD 
des ign.  P he bulk  of t h e  f u n d s  w i l l  be reprogrammed t o  p rov ide  
g e n e r a l  s u p p o r t  t o  t h e  L i b e r i a n  p r i v a t e  s e c t o r  and t o  f i n a n c e  
t h e  l o c a l  c o s t s  of U S A I D  p r o j e c t s .  T h i s  can  be accomplished by 
p r o v i d i n g  l o c a l  c u r r e n c y  t o  s u p p o r t  t h e  L i b e r i a n  Chamber of  
Commerce, p r o v i d i n g  l o c a l  c u r r e n c y  t o  i n t e r m e d i a t e  l e n d i n g  



institutions (e.g., SEFO, Partnership for Productivity/Liberia, . 
or the Liberian Bank for Development and Investment), by 
providing local currency support to the planned Small Business 
Development Project, or by supporting a Small and Medium 
Enterprises Chamber of Commerce, or small business involvement 
in the existing Liberian Chamber of Commerce. Another 
possibility would be to use the loca1,currencies to assist in 
privatization efforts, financing feas'ibility studies, etc. An 
example of this might be to pay severance pay for parastatal 
employees that would be released as a condition of 
privatization. It is also proposed that up to ten percent of 
the program-generated local currencies be programmed through a 
trust fund to defray USAID/Liberia8s operating expenses. Local 
currency costs of USAID projects could also be covered. 

During late 1988/early 1989, discussions were held within USAID 
regarding how local currencies generated under CIP I would be 
programmed. The issue was raised when OPEX was terminated and 
it became clear that the GOL would not be implementing a civil 
service reform program in the foreseeable future: the local 
currencies which were to be spent for severance pay had to be 
otherwise programmed. Several options were discussed: 

1. Mission Support (OE Trust Fund) 
2. Primary School Rehabilitation 
3. Rural Road Maintenance 
4. Center for ~conomic Policy Analysis (Chamber of Commerce) 
5. Development Budget 

4 

During the design of the PAAD, use of CIP 11-generated 
counterpart funds to continue these activities will also be 
investigated. 

G. Management of the Local Currency Account 

In early 1989, the decision was made in USAID to consolidate 
programming of all local currency, both P.L. 480 and CIP, under 
one central Local Currency Committee. The Committee recommends 
to the Director for his approval, the proposed uses of each 
tranche of local currency generated. Once approved, the funds 
are ma similarly to DA or ESF funds. Project documents 
are de d by the SPPD Office, in coordination with the 
releva hnical office. Accounts for all activities are 
mainta%nc&-by the Controller8s Office. Actual management of 
the activities is the responsibility of the relevant technical 
office, with the Controller8s office having primary 
responsibility for the OE Trust Fund. Project Trust Funds will 
be established in a local bank for each program, and reports 
will be sent periodically to the host government for their 
information. 



I V .  PROGRAM IMPLEMENTATION 

A .  Mechanism 

The proposed implementa t ion  mechanism w i l l  be t h a t  of a  
s t a n d a r d  Commodity Import  Program and w i l l  f o r  a l l  i n t e n t s  and 
purposes  f o l l o w  t h e  same p rocedures  used f o r  t h e  implementat ion 
of CIP I .  The C I P  I1 program w i l l  f i n a n c e  a  U . S .  P e r s o n a l  
S e r v i c e s  C o n t r a c t o r  who, with L i b e r i a n  program a s s i s t a n t s ,  w i l l  
be r e s p o n s i b l e  f o r ' t h e  day-to-day management of t h e  program and 
f o r  e n s u r i n g  t h a t  A . I . D .  r e g u l a t i o n s  a r e  fo l lowed by program 
p a r t i c i p a n t s .  

~t t h e  o u t s e t  of t h e  program, c o n s i d e r a b l e  e f f o r t  w i l l  be 
d i r e c t e d  towards  a d v e r t i s i n g  t h e  p r o g r a m . t o  p o t e n t i a l  p r i v a t e  
b u s i n e s s e s ,  i n  Monrovia and i n  o u t l y i n g  a r e a s ,  to  s p r e a d  t h e  
word t h a t  f o r e i g n  exchange f i n a n c i n g  is a v a i l a b l e  f o r  s p e c i f i e d  
purposes  ( t h e  c r i t e r i a  a g a i n s t  which a p p l i c a t i o n s  w i l l  be 
e v a l u a t e d  shou ld  be de te rmined  and p u b l i c i z e d  well i n  advance) .  

Fol lowing t h e  i n i t i a l  p u b l i c i t y  b l i t z ,  a p p l i c a t i o n s  f o r  import  
f i n a n c i n g  w i l l  be accep ted  and e v a l u a t e d  accord ing  t o  
e s t a b l i s h e d  c r i t e r i a  (which w i l l  be communicated t o  t h e  p r i v a t e  
b u s i n e s s e s  i n  advance) .  The e v a l u a t i o n  w i l l  be  done by t h e  
Program Implementat ion Committee ( P I C ) ,  a  committee comprised 
of a  r e p r e s e n t a t i v e  of  USAID and a  r e p r e s e n t a t i v e  of t h e  GOL 
whose purpose i s  t o  e v a l u a t e  and approve f i n a n c i n g  p r o p o s a l s  
submi t t ed  under t h e  program. The e v a l u a t i o n  f a c t o r s  which w i l l  
be used under C I P  I1 i n c l u d e  employment c r e a t i o n  t h a t  would 
r e s u l t  from t h e  p r o v i s i o n  of  impor t  f i n a n c i n g ,  t h e  e l i g i b i l i t y  
and s o u r c e  of t h e  procurement ,  t h e  l e v e l  of v a l u e  added t h a t  
would r e s u l t  from t h e  f i n a n c i n g  of t h e  impor t ,  t h e  degree  t o  
which e x p o r t s  would be promoted, and t h e  s i z e  of t h e  f i r m  
r e q u e s t i n g  f i n a n c i n g  ( w i t h  p r e f e r e n c e  g i v e n  t o  s m a l l e r ,  
~ i b e r i a n - o w n e d  and women-owned b u s i n e s s e s ) .  P r e f e r e n c e  w i l l  
a l s o  be g i v e n  t o  c a p i t a l  goods, raw m a t e r i a l s ,  s p a r e  p a r t s ,  and 
with l i t t l e  o r  no f u n d s  f o r  f i n i s h e d  goods (i .e. ,  consumer 
goods 1 .  

Once f r e q u e s t s  a r e  approved, t h e  impor te r  is 
n o t i f  i r t o  opening of  t h e  l e t te r  of  c r e d i t ,  t h e  
impor t  aired t o  make a  d e p o s i t  of 100% of t h e  proposed 
amount impor t .  The i s s u e  of exchange r a t e  s u b s i d i z a t i o n  
was an i&We under CIP I and remains  a n  i s s u e  under CIP 11. 
O f f i c i a l l y ,  t h e  L i b e r i a n  d o l l a r  and U.S.  d o l l a r  a r e  on b u t  
t h e  p a r a l l e l  exchange r a t e  i s  on t h e  o r d e r  of L$2.50/US$?f8 The 
concern is t h a t  t h e  p o t e n t i a l  exists f o r  w i n d f a l l  p r o f i t s  t o  
acc rue  t o  t h e  i m p o r t e r  through t h e  C I P ' s  d e  f a c t o  s u b s i d i z a t i o n  
of an overvalued l o c a l  cu r rency .  



Because of t h e  l i n g e r i n g  concerns  r e g a r d i n g  t h e  i s s u e  of 
w i n d f a l l  p r o f i t s ,  t h i s  was a  p a r t i c u l a r  i s s u e  addressed  i n  t h e  
June  1989 e v a l u a t i o n .  The e v a l u a t i o n  r e p o r t  concluded t h a t  
w h i l e  t h e  p o t e n t i a l  d i d  e x i s t  f o r  w i n d f a l l  p r o f i t s ,  t h e s e  were 
probably  n o t  r e a l i z e d ,  due t o  t h e  degree  of  c o m p e t i t i o n  f o r  t h e  
f i n i s h e d  goods ( t h e  raw m a t e r i a l s  of which were f inanced  under 
t h e  program).  I n  o r d e r  t o  minimize t h e  p o t e n t i a l  f o r  w i n d f a l l  
p r o f i t s ,  t h e  e v a l u a t i o n  sugges ted  a  f e e  mechanism t o  reduce  t h e  
exchange r a t e  s u b s i d y .  I m p o r t e r s  d e s i r i n g  f i n a n c i n g  would be 
r e q u i r e d  t o  d e p o s i t  a  f e e  based on t h e  amount of import  
f i n a n c i n g  i n t o  t h e  l o c a l  c u r r e n c y  s p e c i a l  fund.  The l e v e l  of 
t h e  amount would be c a l c u l a t e d  on a  r e g u l a r  b a s i s ,  and would be 
set s o  a s  t o  reduce  t h e  exchange r a t e  s u b s i d y  b u t  s t i l l  e n s u r e  
t h a t  t h e r e  would be s u f f i c i e n t  f inanc ia l / economic  i n t e z e s t  i n  
t h e  program t o  e n s u r e  quick  d isbursement  of program funds .  The 
mechanism t o  de te rmine  and a d j u s t  t h e  f e e  w i l l  be developed 
d u r i n g  PAAD d e s i g n .  

Once t h e  l e t t e r  of c r e d i t  is  opened and t h e  import  l i c e n s e  
o b t a i n e d ,  t h e  p r i v a t e  b u s i n e s s  i s  a b l e  t o  import  t h e  goods. 
The  primary purpose  of t h e  impor t  l i c e n s e  is t o  e n s u r e  goods 
have  p roper  documenta t ion  i n  o r d e r  f o r  t h e  Customs S e r v i c e  t o  
p r o p e r l y  c h a r g e  customs d u t i e s .  The bank h a n d l e s  t h e  f i n a n c i a l  
d e t a i l s  of t h e  t r a n s a c t i o n  (pay ing  t h e  vendor and t h e  s h i p p e r ,  
etc.)  and p u t s  t h e  d e p o s i t e d  l o c a l  c u r r e n c i e s  i n  a  s p e c i a l  
account .  The programming and management of  these funds  is 
d i s c u s s e d  e l sewhere  i n  t h i s  PAIP. 

A copy of  t h e  c r i t e r i a  used f o r  CIP I is provided i n  Annex D of 
t h i s  PAIP.  Based on t h e  f i n d i n g s  of t h e  June  1989 e v a l u a t i o n ,  
t h e  fund ing  c r i t e r i a  w i l l  be modif ied  f o r  CIP 11. These,  
changes i n c l u d e  a n  e l i m i n a t i o n  of a maximum d o l l a r  l i m i t  per  
t r a n s a c t i o n ,  e v a l u a t i n g  each of t h e  f i n a n c i n g  p r o p o s a l s  on its 
own merits, and p o s s i b l y  no t  f i n a n c i n g  impor t s  of raw 
m a t e r i a l s  which would r e s u l t  i n  f i n i s h e d  goods ( o r  i n t e r m e d i a t e  
goods)  which would n o t  be a f f o r d a b l e  by t h e  poore r  L i b e r i a n  
popu la t ion .  

B e  Program Opt ions  
.- 

P r i o r  t lopment  of t h i s  PAIP, s e v e r a l  programming o p t i o n s  
were co ed. These programming o p t i o n s  inc luded  p r o j e c t  
a c t i v i t k ~ ~ f o c u s i n g  on b u s i n e s s  development,  p r o j e c t  a c t i v i t i e s  
implemented' through PVOs and NGOS, and a  commodity import  
program. The most a p p r o p r i a t e  way i n  which t o  implement a  CIP 
(i.e., through t h e  GOL a s  a  b i l a t e r a l  a c t i v i t y  o r  through a  
non-governmental o r g a n i z a t i o n )  was a l s o  d i s c u s s e d .  I t  was 
u l t i m a t e l y  d e c i d e d  t o  approach t h e  problem through s e v e r a l  



programs. T h i s  commodity impor t  program r e p r e s e n t s  one, a l b e i t '  
a  key e lement ,  of s e v e r a l  programs des igned  t o  f o s t e r  p r i v a t e  
s e c t o r  gtowth. 

A p r o j e c t  a c t i v i t y  t o  promote s m a l l  b u s i n e s s e s  by p rov id ing  
b u s i n e s s  a d v i s o r y  s e r v i c e s  t o  SMEs was cons ide red .  The  
g r e a t e s t  need e x i s t s  a t  t h e  l e v e l  of  smal l -  and medium-sized 
e n t e r p r i s e s ,  and U S A I D  i n t e n d s  on implementing such a p r o j e c t  
a c t i v i t y :  t h e  L i b e r i a  Smal l  Bus iness  Development Project. 
Nonetheless ,  s i n c e  t h e  b o t t l e n e c k  caused by inadequa te  import  
f i n a n c i n g  would remain, A f t e r  weighing t h e  v a r i o u s  o p t i o n s  and 
e v a l u a t i n g  t h e  p a s t  s u c c e s s e s / f a i l u r e s ,  it was determined t h a t  
t h e  most comprehensive approach would be t o  complement t h e  
planned p r o j e c t  a c t i v i t y  w i t h  a  companion commodity import  
program, I t  was f e l t  t h a t  a  commodity import  program would 
p rov ide  g r e a t e r  and more immediate impact  on t h e  L i b e r i a n  
economy s i n c e  it p l a n s  t o  p rov ide  a n  immediately a c c e s s i b l e  
f i n a n c i n g  f a c i l i t y  t o  t h e  SMEs. Also,  it was f e l t  t h a t  t h e  
program's  p r o v i s i o n  of  t a r g e t e d  s t u d i e s  would maximize t h e  
e f f e c t  t h a t  t h e  CIP would have i n  genera l .  Having both  p r o j e c t  
and program a s s i s t a n c e  d i r e c t e d  towards  t h e  p r i v a t e  s e c t o r  
would a d d r e s s  t h e  e x i s t i n g  problems d i r e c t l y  and e f f i c i e n t l y .  

The use  of  PVOs o r  NGOs t o  d e l i v e r  CIP p r o j e c t  a s s i s t a n c e  was 
a l s o  cons ide red .  U S A I D  h a s  had c u r r e n t  c o n s i d e r a b l e  s u c c e s s  
working w i t h  t h e s e  o r g a n i z a t i o n s ,  b u t  it was f e l t  t h a t  t h e  
a b s o r p t i v e  c a p a c i t y  and t h e  amount o f  funds  t h a t  cou ld  be 
channeled  th rough  t h e s e  o r g a n i z a t i o n s  was p r e s e n t l y  l i m i t e d .  
USAID is working t o  s t r e n g t h e n  t h e  f i n a n c i a l  management 
c a p a c i t y  and foster t h e  o r g a n i z a t i o n a l  development o f  t h e  
PVO/NGOs through o u r  PVO/NGO Suppor t  P r o j e c t .  Nonetheless ,  i n  
o r d e r  t o  take advantage  of t h i s  v a l u a b l e  r e s o u r c e ,  USAID w i l l  
look f o r  ways i n  which t h e  CIP I1 program can t a k e  advantage  of 
t a r g e t s  of  o p p o r t u n i t y  working through PVOs o r  NGOs t o  
e f f e c t i v e l y  d i r e c t  needed r e s o u r c e s  t o  t h e  p r i v a t e  s e c t o r .  

I t  was u l t i m a t e l y  dec ided  t h a t  a  commodity import  program would 
be t h e  most e f f i c i e n t  and e f f e c t i v e  way t o  channel  r e s o u r c e s  t o  
t h e  priaate sector t o  a c h i e v e  t h e  o b j e c t i v e  of  promoting 
sustit-&?&& broadly-based economic development i n  L i b e r i a ,  T h e  

a s  r a i s e d ,  however, r e g a r d i n g  t h e  most a p p r o p r i a t e  
i n  which t o  implement such a program, t a k i n g  i n t o  
i o n  t h e  m u l t i p l e  o b j e c t i v e s  of  and r a t i o n a l e s  f o r  

U.S, development a s s i s t a n c e ,  as w e l l  a s  Congress iona l  concerns  
r e g a r d i n g  t h e  G O L ' s  performance on human r i g h t s  i s s u e s .  On t h e  
one hand, USAID'S e x p e r i e n c e  working w i t h  t h e  GOL i n  g e n e r a l  
has  been mixed and o f t e n  f r u s t r a t i n g ,  I t  c o u l d  be argued t h a t  
t h e  s i g n i n g  of a  s i g n i f i c a n t  b i l a t e r a l  program would send t h e  
wrong s i g n a l  t o  t h e  GOL: t h a t  t h e  U.S. Government countenances  
t h e  GOL's  economic p o l i c i e s  and s u p p o r t s  i ts  management 



performaace, such an argument would be incomplete, as it would 
not taka into consideration political reality nor the fact that 
this pragram intends on channeling all of its resources to the 
private sector. Unlike CIP I, no program resources will be 
programmed for the public sector under CIP 11, The benefits 
that would accrue to the GOL would be marginal and would take 
the form of an increased revenue base upon which they could 
collect customs duties. 

The alternative to implementing this program via a bilateral 
agreement would be a novel approach: implementing the CIP by 
executing a cooperative agreement with a non-governmental 
organization, most probably the Liberian Chamber of Commerce. 
Another positive point would be that the Liberian Chamber of 
Commerce, while representing more of the larger business 
interests in Liberia, is also an organization that is well 
respected and one which has some influence with the GOL. By 
channeling CIP I1 resources through the Liberian Chamber of 
Commerce, it is possible that membership in that organization 
will increase, thereby further increasing the influence the 
private sector would have. However, despite these positive 
aspects, this approach also has distinct drawbacks. Since this 
would be a new program, the A.I.D. would still have to respond 
to Congressional concerns regarding the GOLBs financial 
management and human rights reforms. Implementing the program 
strictly through the private sector might be acceptable to 
Congress, but this will remain unclear until A.I.D. knows 
exactly what the final legislative language is, and until AID/W 
(the AFR Bureau, GC/AFR, and LEG) determines how the language 
is to be interpreted. Second, the Chamber's clientele tend to 
include primarily larger businesses, and it would be more 
dificult to focus resources on the SME sector. Third, USAID 
would also have to register the Liberian Chamber of Commerce as 
a non-governmental organization in order for it to be eligible 
as a recipient of A.I.D. funds. While registration itself 
would not be problematic, obligation would have to be done 
during a "Brooke window." Yet another problem would be that, 
to our knowledge, this would be the first time that a commodity 
import ~mgranr was implemented in this fashion. This would 

the situation, since new procedures would presumably 
established, both in the field and in 
ington. Perhaps the most significant drawback, 
s that cutting out GOL participation in the program 

would rcauct or eliminate any opportunity that the U.S. 
Government might have to engage in any meaningful policy 
dialogue with the GOL. It is anticipated that there would be a 
concurrent diminution of leverage that might be exercised by 
the U.S, Government on a broad range of topics, including 
economic policy reform, payment of Brooke arrears, and food aid 
issues, to name a few. Thus, the decision to proceed with a 
program of assistance which is obligated via a bilateral 
agreement with the GOL is one which has been well deliberated. - 



C. R e s p o n s i b i l i t y  of Host Country I n s t i t u t i o n s  
,4 

USAID8s ' & s o c i a t i o n  w i t h  t h e  GOL under t h i s  program w i l l  be a t  
t h e  lowes t  a d m i n i s t r a t i v e  l e v e l  n e c e s s a r y  t o  e n s u r e  e f f i c i e n t  
program implementa t ion  and r a p i d  d i sbursement  of funds.  AS 
with CIP I ,  USAID w i l l  work most d i r e c t l y  with t h e  S e c r e t a r i a t  
of t h e  Economic and F i n a n c i a l  Management Committee (EFMC) ,  a  
semi-autonomous u n i t  under t h e  M i n i s t r y  of Finance ,  f o r  
implementat ion of C I P  11. The EFMC p l a y s  a  c o o r d i n a t i n g  r o l e  
among a l l  economic m i n i s t r i e s  and under CIP I ,  one of its s t a f f  
members is s e r v i n g  a s  t h e  GOL r e p r e s e n t a t i v e  on t h e  Program 
Implementat ion committee (PIC 1 ,  which e v a l u a t e s  f i n a n c i n g  
r e q u e s t s  a g a i n s t  t h e  e s t a b l i s h e d  c r i t e r i a .  

I t  is through t h e  EFMC t h a t  t h e  program' w i l l  a l s o  work w i t h  
o t h e r  GOL m i n i s t r i e s ,  p r i m a r i l y  t h e  M i n i s t r y  of  Finance and 
r l i n i s t r y  of Commerce and I n d u s t r y .  

1. M i n i s t r y  of F inance  (MOF): 

The primary f u n c t i o n  of t h e  MOF is t h e  f i s c a l  o p e r a t i o n  of t h e  
GOL, i n c l u d i n g  revenue c o l l e c t i o n ,  e x p e n d i t u r e s ,  and d e b t  
management, T h e  Revenue Department o f  t h e  MOF comprises t h r e e  
bureaus:  I n t e r n a l  Revenue, Customs L. E x c i s e ,  and Income Tax. 
Through t h e  v a r i o u s  d i v i s i o n s  of t h e  Revenue Department,  t h e  
MOF c o l l e c t s  revenues  from t h e  p r i v a t e  sector i n  t h e  a r e a s  of 
r e a l  e s t a t e  and r e a l t y  l e a s i n g ,  n a t i o n a l  i d e n t i f i c a t i o n  c a r d s ,  
motor v e h i c l e s ,  income t a x ,  c o r p o r a t i o n  and p a r t n e r s h i p ,  
n a t i o n a l  r e c o n s t r u c t i o n ,  h e a l t h ,  development and p r o g r e s s  
revenue,  customs d u t i e s ,  t r a n s s h i p m e n t s ,  s p e c i a l  r e l e a s e s  and 
bonds, rubber  s a l e s ,  r o y a l t i e s  on t h e  g r o s s  s a l e s  of i r o n  o r e ,  
diamond and g o l d ,  d i v i d e n d  and p r o f i t  s h a r i n g  revenue,  and 
misce l l aneous  t a x e s .  The MOF moni to r s  t h e  a c t i v i t i e s  of 
Concessions i n  t h e  Mining, A g r i c u l t u r a l ,  and L i g h t  I n d u s t r y  
S e c t o r s ,  Trends  i n  p r o d u c t i o n ,  p r i c e s ,  and e x p o r t s  f o r  
L i b e r i a ' s  n a t u r a l  r e s o u r c e s  o f  i r o n  o r e ,  rubber ,  f o r e s t r y ,  and 
palm o i l ,  a r e  s t u d i e d  i n  t h e  mining and a g r i c u l t u r a l  s e c t o r s .  

2 ,  M i n i s t t a  o f  Commerce and I n d u s t r y  (MCI) :  . a 

d e g r e e  t h a n  wi th  F inance ,  USAID  w i l l  a l s o  work with 
y of Commerce and I n d u s t r y  [ M C I ) .  MCI is 

for  promoting,  deve lop ing ,  and r e g u l a t i n g  a l l  
and i n d u s t r i a l  a c t i v i t i e s  i n  t h e  c o u n t r y  with three 

major bureaus:  commerce, I n d u s t r y ,  and C e n t r a l  
A d m i n i s t r a t i o n .  The M i n i s t r y  is c u r r e n t l y  moni to r ing  t h e  
a c t i v i t i e s  of a lmos t  4,000 b u s i n e s s  i n  and o u t s i d e  of Monrovia 
with a s t a f f  of o n l y  230 p e r s o n s  and i n a d e q u a t e  l o g i s t i c a l  
s u p p o r t  f o r  s u r v e y i n g  t h e  market  and f o r  r each ing  b u s i n e s s e s  t o  
p r o p e r l y  m o n i t o r ,  promote, and r e g u l a t e  t h e i r  a c t i v i t i e s .  The 
primary r o l e  of MCI f o r  t h e  implementa t ion  of CIP 11 w i l l  be 



t h e  i s s a a n c e  of import  l i c e n s e s  (upon payment of a  s m a l l  f e e ;  . .  
impor t  Z icenses  a r e  n o t  r a t i o n e d  i n  L i b e r i a )  f o r  t h e  purpose of 
i n s p e c t i o n  and d e t e r m i n a t i o n  of a p p r o p r i a t e  customs d u t i e s .  

D .  P o s s i b l e  c o n d i t i o n a l i t y  T a r g e t s  

The d e l i v e r y  of program a s s i s t a n c e  is g e n e r a l l y  cond i t ioned  
upon achievement of macroeconomic o r  s e c t o r a l  reforms,  o r  
e l i m i n a t i o n  of i d e n t i f i e d  p o l i c y  c o n s t r a i n t s .  Genera l ly ,  
Cond i t ions  Preceden t  t o  d isbursement  a r e  e s t a b l i s h e d  and 
d i s b u r s e d  o n l y  upon s a t i s f a c t i o n  of t h e  c o n d i t i o n a l i t y .  Under 
t h i s  program, t h e  q u e s t i o n  of  c o n d i t i o n a l i t y  is  somewhat 
d i f f e r e n t .  S i n c e  t h e  f o c u s  of t h e  program and a c c r u a l  of t h e  
s t ream of b e n e f i t s  i s  p r i m a r i l y  going t o  be t h e  p r i v a t e  s e c t o r ,  
t h e  a c t u a l  i n f l u e n c e  t h a t  t h i s  program can e x e r t  on e f f e c t i n g  
meaningful  p o l i c y  reforms through p r o v i s i o n  of t h i s  a s s i s t a n c e  
is reduced.  N e v e r t h e l e s s ,  t h e  planned a s s i s t a n c e  is n o t  
i n s i g n i f i c a n t ,  and t h e r e  a r e  b e n e f i t s  t h a t  w i l l  i n d i r e c t l y  
acc rue  t o  t h e  GOL a s  well (e .g . ,  i n c r e a s e d  customs d u t i e s  due 
t o  g r e a t e r  import  volumes) .  Moreover, USAID f e e l s  t h a t  it can 
have a  s i g n i f i c a n t  impact  i n  t e rms  of p o l i c y  l e v e r a g e  by n o t  
r u l i n g  o u t  t h e  p o s s i b i l i t y  of p u b l i c  s e c t o r  p a r t i c i p a t i o n  i n  a  
subsequen t  cIP  , pending i ts performance under CIP  11. 

~t t h i s  p o i n t  of  program d e s i g n ,  USAID is t a k i n g  a  r e a l i s t i c  
look a t  program c o n d i t i o n a l i t y  t a r g e t s  o r  covenants  t h a t  would 
be implementable and t h a t  would f a c i l i t a t e  USAID'S s t r a t e g i c  
o b j e c t i v e s  by e f f e c t i n g  t h e  removal of e x i s t i n g  p o l i c y  
c o n s t r a i n t s  which would improving t h e  o v e r a l l  economic c l i m a t e  
f o r  t h e  p r i v a t e  s e c t o r .  

Taking t h i s  i n t o  c o n s i d e r a t i o n ,  t h e  c o n d i t i o n a l i t y  
t a r g e t s / c o v e n a n t s  p r i m a r i l y  r e l a t e  t o  r e g u l a t o r y  c o n s t r a i n t s  t o  
t h e  p r i v a t e  s e c t o r .  The r e g u l a t o r y  c o n s t r a i n t s  i n c l u d e  f e e  
s t r u c t u r e s ,  d i f f e r e n t i a l  t a r i f f s ,  etc., which g i v e  advantages  
t o  some b u s i n e s s e s  o r  i n  some way make i t  more d i f f i c u l t  f o r  
s m a l l e r  b u s i n e s s e s  t o  o p e r a t e  i n  L i b e r i a .  Two were d i s c u s s e d  
i n  t h e  CIP I e v a l u a t i o n  r e p o r t :  

e q u a l i z a t i o n  of  import  d u t y  r a t e s  among raw 
m als,  c a p i t a l  goods,  and f i n i s h e d  goods 

.....z - *alization of t o t a l  e f f e c t i v e  t a x e s  and f e e s  - annual  
r e g i s t r a t i o n  fees, income t a x e s ,  and excise t a x e s  - a c r o s s  
s i m i l a r  b u s i n e s s e s  ( a c r o s s  a l l  b u s i n e s s e s  would be 
p r e f e r a b l e ) .  

The o b j e c t i v e  of t h e  p o l i c y  changes t o  e q u a l i z e  import  d u t y  
r a t e s  and t o t a l  e f f e c t i v e  t a x  r a t e s  and f e e s  would be t o  l e v e l  
t h e  p l a y i n g  f i e l d  f o r  a l l  b u s i n e s s e s .  Other  t o p i c s  of i n t e r e s t  
t o  t h e  m i s s i o n ,  such a s  r e l a x i n g  p r i c e  c o n t r o l s ,  i n t e r e s t  r a t e  
c e i l i n g s  and p o l i c i e s  d e a l i n g  wi th  o t h e r  a s p e c t s  of p r i v a t e  
s e c t o r  development more g e n e r a l l y  cou ld  be inc luded.  



Yet a n o t h e r  p o s s i b l e  c o n d i t i o n a l i t y  t a r g e t  concerns  
p r i v a t i z a t i o n  of e x i s t i n g  p a r a s t a t a l s  (companies and p u b l i c  
u t i l i t i e s ) ,  USAIDts s t r a t e g y  is t o  encourage  t h e  GOL t o  meet 
i ts own p r i v a t i z a t i o n  o b j e c t i v e s .  A t  t h e  GOL'S  r e q u e s t ,  w e  
have a l r e a d y  done a  f e a s i b i l i t y  s t u d y  f o r  p r i v a t i z a t i o n  of 
Libsuco,  t h e  government owned s u g a r  company. A . I . D . ' s  s t r a t e g y  
w i l l  n e c e s s a r i l y  mean beg inn ing  w i t h  a p a r a s t a t a l  t h a t  is 
r e l a t i v e l y  n o n - c o n t r o v e r s i a l ,  such a s  L ibsuco ,  t h e n  l a t e r  
ex tend ing  t h e  e f f o r t s  t o  a major  p u b l i c  u t i l i t y ,  Because of 
t h e  p o l i t i c a l  s e n s i t i v i t y  of t h i s  i s s u e ,  USAID i n t e n d s  t o  move 
c a r e f u l l y ,  Nowever, U S A I D  w i l l  a l s o  be f i n a n c i a l l y  s u p p o r t i v e  
of t h e s e  i n i t i a t i v e s  t o  t h e  e x t e n t  CIP 11-generated l o c a l  
c u r r e n c i e s  cou ld  be d i r e c t e d  t o  f a c i l i t a t e  p r i v a t i z a t i o n  
e f f o r t s .  Below is  an  i l l u s t r a t i v e  l ist of p a r a s t a t a l  companies 
and p u b l i c  u t i l i t i e s  which USAID b e l i e v e s  might be s u b j e c t  t o  
p r i v a t i z a t i o n  over  t h e  medium- t o  long-term. 

P a r a s t a t a l  Companies 

A g r i c u l t u r a l  and C o o p e r a t i v e  Development Bank 
L i b e r i a n  Sugar C o r p o r a t i o n  
Na t iona l  Housing and Savings  Bank 

P u b l i c  Ut i l i t i es  

L i b e r i a  Telecommunicat ions C o r p o r a t i o n  
L i b e r i a  E l e c t r i c i t y  C o r p o r a t i o n  
L i b e r i a  Water and Sewer C o r p o r a t i o n  
Na t iona l  P o r t  A u t h o r i t y  

E .  F i n a n c i a l  Management 

F i n a n c i a l  management of  t h e  program is c o o r d i n a t e d  through a  
l o c a l  bank; i n  t h e  c a s e  of CIP I ,  a  U.S. bank w i t h  a s u b s i d i a r y  
i n  L i b e r i a .  The  l o c a l  bank is r e s p o n s i b l e  f o r  opening of 
L e t t e r s  of C r e d i t ,  paying t h e  vendors and s h i p p e r s ,  and 
c o l l e c t i n g  t h e  l o c a l  c u r r e n c y  d e p o s i t s  and p l a c i n g  them i n  a  
s p e c i a l  account .  

. o n l y  one l o c a l  bank was used f o r  f i n a n c i a l  
. Only one bank was chosen because  it was f e l t  

fve ly  small s i z e  of t h e  program and t h e  l i m i t e d  
e t o  manage t h e  program d i d  n o t  j u s t i f y  t h e  

a d d i t i o n a l  workload t h a t  would be e n t a i l e d  i f  mote than  one 
bank were used.  Under CIP 11, however, t h e  i s s u e  of more t h a n  
one l o c a l  Sank is r a i s e d  s i n c e  t h e  a d d i t i o n a l  r e s o u r c e s  might 
well j u s t i f y  engender ing  c o m p e t i t i o n  among t h e  l o c a l  banks,  
which may r e s u l t  i n  s a v i n g s  i n  t h e  form of reduced bank 
charges .  T h i s ,  however,  w i l l  have t o  be ba lanced a g a i n s t  t h e  
i n c r e a s e d  workload r e q u i r e d  t o  m a i n t a i n  c l o s e  c o n t a c t  w i t h  
s e v e r a l  p a r t i c i p a t i n g  banks ( i n c l u d i n g  t h e  banks '  b r a n c h e s ) .  



The p robab le  s o l u t i o n  t o  t h i s  problem w i l l  be t o  have t h e  l o c a l  . 
banks compete a t  t h e  o u t s e t  f o r  t h e  program f o r  t h e  r i g h t  t o  be 
t h e  s o l e  p a r t i c i p a t i n g  bank ( i n  o r d e r  t o  g e t  t h e  most f a v o r a b l e  
bank r a t e s )  with annual  reviews t o  e n s u r e  proper  s e r v i c e  is  
provided.  T h i s  i s  a n  i s s u e  t h a t  w i l l  be e v a l u a t e d  and decided 
dur ing  t h e  PAAD d e s i g n .  

F, Local  Currency Accounting and C o n t r o l  

F?anagement and c o n t r o l  of program-generated l o c a l  c u r r e n c i e s  
w i l l  be r e f i n e d  d u r i n g  PAAD d e s i g n .  A t  p r e s e n t ,  t h e  
p a r t i c i p a t i n g  bank p u t s  t h e  l o c a l  c u r r e n c y  d e p o s i t s  made by t h e  
i m p o r t e r s  i n t o  a  s p e c i a l  account  and h o l d s  them there u n t i l  
i n s t r u c t e d  t o  d i s b u r s e  by USAID and t h e  GOL.  Funds then  w i l l  
p robably  f low i n t o  s e p a r a t e  OE o r  P r o j e c t  T r u s t  Fund Accounts.  
c o n t r o l s  a l s o  need t o  be b u i l t  i n  t o  e n s u r e  t h a t  t h e  funds  a r e  
p r o p e r l y  accounted f o r  and t h a t  a p p r o p r i a t e  r e p o r t i n g  is 
provided.  

G .  Impact Moni tor ing  and E v a l u a t i o n  

The i n f u s i o n  o f  $14.2 m i l l i o n  i n  f o r e i g n  exchange over a 
th ree -yea r  p e r i o d  is expec ted  t o  have  measurable  impact i n  
terms of p r o d u c t i v i t y  and employment g e n e r a t i o n  on t h e  l o c a l  
economy. Under CIP I ,  t h i s  impact  was a f f i r m e d  on ly  through 
t h e  use of a n e c d o t a l  i n f o r m a t i o n  g a t h e r e d  from i n t e r v i e w s  
d u r i n g  t h e  program e v a l u a t i o n .  S i n c e  t h e  CIP I1 program 
r e s o u r c e s  a r e  s i g n i f i c a n t l y  l a r g e r ,  a  more formal  method of  
d a t a  c o l l e c t i o n  and a n a l y s i s  is a p p r o p r i a t e .  A s  t h e r e  e x i s t s  
i n  L i b e r i a  t h e  e x p e r t i s e  r e q u i r e d  t o  moni to r  a p p r o p r i a t e  t y p e s  
of economic i n d i c a t o r s ,  USAID w i l l  f i n a n c e  t h e  c o l l e c t i o n  and 
a n a l y s i s  of  b a s e l i n e  and time-series d a t a  i n  o r d e r  t o  measure 
t h e  long-term economic impact  of t h e  program. A survey  
q u e s t i o n n a i r e  w i l l  be developed d u r i n g  program d e s i g n  which 
would be a d m i n i s t e r e d  t o  i m p o r t e r s  and s y s t e m a t i c a l l y  updated 
( i . e . ,  every  s i x  months o r  a n n u a l l y ) .  Such a  impact moni to r ing  
and e v a l u a t i o n  program would be f u r t h e r  d e f i n e d  d u r i n g  PAAD 
d e s i g n .  

H . W e n  Management of Program 
*& 

-pw : 
The manaq@ent of C I P  I1 w i l l  be i d e n t i c a l  t o  t h a t  of CIP I ,  
i .e, , a  ~ e c l n a l  S e r v i c e s  C o n t r a c t o r  ( P S C )  Commodity Management 
O f f i c e r  w i l l  b e  h i r e d  t o  manage t h e  program, Experience with 
C I P  I h a s  shown t h a t  t h e r e  a r e  c o n s i d e r a b l e  management demands 
a s s o c i a t e d  with implementa t ion  of a commodity import  program. 
W i t h  USAID under an  i n j u n c t i o n  t o  d e c r e a s e  its USDH s t a f f  
l e v e l s  by 25% over  t h e  n e x t  y e a r ,  it makes b e t t e r  management 
s e n s e  t o  h i r e  t h e  s k i l l s  needed t o  manage CIP I1 v i a  t h e  PSC 
mechanism r a t h e r  t h a n  t o  u s e  a  USDH s l o t  f o r  t h e s e  purposes .  

A s  w i t h  CIP I ,  t h e  o v e r a l l  r e s p o n s i b i l i t y  f o r  program 
management w i l l  r e s t  wi th  t h e  Miss ion ' s  S p e c i a l  P r o j e c t s  and 
P r o j e c t  Development Office (SPPD). 



V . DESTGS- STRATEGY 

A .  Required Resources  

The PAAD d e s i g n  w i l l  r e q u i r e  t h e  s e r v i c e s  of a  REDSO/~JCA 
P r o j e c t  Development O f f i c e r ,  a  Commodity Management O f f i c e r ,  an  
~ c o n o m i s t ,  and a  SPPD P r o j e c t  Development O f f i c e r  ( f u n c t i o n i n g  
a s  t h e  C I P  Program Manager).  These  s p e c i a l i s t s  w i l l  be needed 
f o r  approximate ly  t h r e e  t o  f o u r  w e e k s  each d u r i n g  program 
d e s i g n .  The i n d i v i d u a l  scopes  of work a r e  provided i n  Annex E. 

B .  Timing 

T h e  t iming  of t h e  PAAD d e s i g n  w i l l  be c o n t i n g e n t  upon when PAIP 
approval  is r e c e i v e d .  I t  i s  expected  t h a t  t h e  PAIP w i l l  be 
submit ted  t o  A . ~ . ~ . / W a s h i n g t o n  i n  e a r l y  November 1989. 
Assuming approva l  t o  proceed is g iven  by l a t e  November, PAAD 
d e s i g n  could  beg in  a s  e a r l y  a s  December. The PAAD could t h e n  
be approved e a r l y  i n  CY 1990 and o b l i g a t i o n  made i n  t h e  second 
q u a r t e r  FY 90. 

V I .  ISSUES 

1. Certif i c a t i o n s / N o t i f i e a t i o n  

L i b e r i a  h a s  come under  i n c r e a s i n g  s c r u t i n y  i n  r e c e n t  y e a r s  
f o l l o w i n g  r e p o r t s  of human r i g h t s  v i o l a t i o n s ,  c o r r u p t i o n ,  and 
mismanagement. Because of  t h e s e  a l l e g e d  a b u s e s  and t h e  s t r o n g  
p o l i t i c a l  f o r c e s  w i t h i n  t h e  U .So Congress  which would l i k e  t o  
reduce t h e  a i d  l e v e l s  f l o w i n g  t o  L i b e r i a ,  Congress h a s  made i t  
more d i f f i c u l t  t o  o b l i g a t e  a d d i t i o n a l  f u n d s  t o  L i b e r i a  wi thou t  
a  concomitant  improvement of t h e  c o u n t r y ' s  f i n a n c i a l  management 
and human r i g h t s  s i t u a t i o n .  For t h e  p a s t  s e v e r a l  y e a r s ,  t h e  
U . S .  Congress h a s  w r i t t e n  i n t o  l e g i s l a t i o n  t h e  requi rement  t h a t  
t h e  U . S .  X i s s i o n  t o  L i b e r i a  c e r t i f y  t h a t  t h e r e  have  been 
improvements i n  t h e  f i n a n c i a l  management and human r i g h t s  
s i t u a t i o n  p r i o r  t o  approving o b l i g a t i o n  of Economic Suppor t  
Funds t o  Liberia.  Based on  p r e l i m i n a r y  language from Congress ,  

for FY 90 is expec ted  t o  be one where t h e  
take i n t o  c o n s i d e r a t i o n  t h e  economic and human 
nce of t h e  GOL and n o t i f y  Congress f o r  each 
ligation of t h i s  new program, a s  well a s  whether 
emented through a  non-governmental o r g a n i z a t i o n  

w i l l  be based on t h e  f i n a l  language i n  t h e  A p p r o p r i a t i o n s  B i l l  
a s  w e l l  a s  GC/AFR8s and L E G 8 s  i n t e r p r e t a t i o n  of t h e  requi rement .  

2 .  Brooke Amendment Payments 

Another f a c t o r  making long-range p l a n n i n g  d i f f i c u l t  i n  L i b e r i a  
is t h e  c o n s t a n t  u n c e r t a i n t y  of  w h e t h e r  t h e  U.S .  Government w i l l  
be a b l e  t o  o b l i g a t e  funds  t o  t h e  GOL due t o  Brooke Amendment 
s a n c t i o n s .  I n  t h e  p a s t  y e a r ,  t h e  GOL h a s  come p r e c a r i o u s l y  



c l o s e  t o  Emving U S A I D  b e g i n  phase-down o p e r a t i o n s  due t o  
nonpayme& of i t s  d e b t  o b l i g a t i o n s  t o  t h e  U .S .  Government. 
Xhen payments have  been made, t h e  ItBrooke window," t h e  p e r i o d  
of time d u r i n g  which new o b l i g a t i o n s  t o  t h e  GOL can be made, 
h a s  been s h o r t  . 
Notwi ths tanding these d i f f i c u l t i e s ,  U S A I D ' s  exper ience  h a s  
shown t h a t  t h e  GOL h a s  e v e n t u a l l y  been a b l e  t o  come up w i t h  t h e  
r e q u i r e d  r e s o u r c e s  t o  repay i ts l o a n  o b l i g a t i o n s ;  U S A I D  shou ld  
e x p e c t ,  a p r i o r i ,  t h a t  o b l i g a t i o n  of t h i s  program w i l l  
encoun te r  some d i f f i c u l t i e s .  

3 .  Program Focus 

One of t h e  o b j e c t i v e s  of t h i s  program i s  t o  promote t h e  
development of t h e  s m a l l  and medium e n t e r p r i s e s  i n  L i b e r i a .  
Notwi ths tanding t h i s  program f o c u s ,  it is probably  u n r e a l i s t i c  
t o  th ink  t h a t  t h e  L i b e r i a n  SMEs w i l l  be a b l e  t o  absorb  t h e  
t o t a l  amount of t h e  program's  r e s o u r c e s .  For i n s t a n c e ,  under 
CIP I ,  i t  is e s t i m a t e d  t h a t  approximate ly  $1.16 m i l l i o n  ( o u t  of  
$3.14 m i l l i o n  f o r  t h e  p r i v a t e  s e c t o r )  went t o  Liberian-owned 
b u s i n e s s e s  of v a r i o u s  s i z e s  and a b o u t  $600,000 was used f o r  
d i r e c t  impor t s  by SIIEs. I t  is r e a l i s t i c  t o  th ink  t h a t  t h e  
a b s o l u t e  l e v e l  of  a s s i s t a n c e  t o  be provided t o  L i b e r i a n  SMEs 
w i l l  i n c r e a s e ,  b u t  i t  is  perhaps  no t  s o  t o  th ink  t h a t  t h e y  w i l l  
be a b l e  t o  a b s o r b  a  p r o p o r t i o n a l l y  h i g h e r  amount under CIP 11. 
T h i s  r a i s e s  t h e  i s s u e  of w h e t h e r  it would be a p p r o p r i a t e  t o  
expand t h e  f o c u s  of  t h e  program t o  i n c l u d e  a  l a r g e r  segment of 
t h e  L i b e r i a n  p r i v a t e  s e c t o r  when t h e y  meet t h e  program's 
economic c r i t e r i a  (e.g., h igh  employment g e n e r a t i o n ,  long-term 
r e t u r n  on inves tment ,  o r  s t r o n g  l i n k a g e s  t o  t h e  rest of t h e  
economy). 

4 .  E f f e c t i v e  Exchange R a t e  

T h e  CIP I e v a l u a t i o n  recommended t h a t  t h e  exchange r a t e  used 
under CIP I1 be  c l o s e r  t o  t h e  p a r a l l e l  market  r a t e .  Adjustment 
of t h e  exchange r a t e  would be i n  o r d e r  t o  reduce ,  o r  e l i m i n a t e ,  
t h e  imp ubsidy t o  u s e r s  t h a t  had been observed under CIP 
I .  som nt of a s u b s i d y  w i l l  p robab ly  be needed, however, 
t o  e n t i  vate s e c t o r  o p e r a t o r s  t o  u s e  C I P  I1 r e s o u r c e s  a s  
opposed 

-3Tb 
e less-cumbersome commercial channe l s .  

6: ' 

The method i n  which t h i s  s u b s i d y  w i l l  be reduced w i l l  be 
a r t i c u l a t e d  i n  t h e  PAAD. A t  t h i s  s t a g e  of program d e s i g n ,  i t  
is a n t i c i p a t e d  t h a t  one p o s s i b l e  mechanism would be t o  cha rge  
an  a d d i t i o n a l  fee t o  b u s i n e s s e s  u s i n g  program resources .  These 
f e e s  would be d e p o s i t e d  i n t o  t h e  l o c a l  c u r r e n c y  account ,  
a l though accounted  f o r  s e p a r a t e l y .  Such a  fee s t r u c t u r e  w i l l  
need t o  t a k e  i n t o  c o n s i d e r a t i o n  t h e  i n c r e a s e d  c o s t s  i n c u r r e d  by 



t h e  priva4Ei b u s i n e s s e s  when u s i n g  A .I .D. funded CIPs 
( d e p o s i t i n g  t h e  funds  a t  t h e  time t h e  L/C is opened, s h i p p i n g  
on more expens ive  U . S o - f l a g  c a r r i e r s ,  e tc .  ), a s  w e l l  a s  t h e  
o b j e c t i v e  of hav ing  a  r a p i d l y  d i s b u r s i n g  program. Mechanisms 
w i l l  a l s o  need t o  be developed t o  p e r i o d i c a l l y  review and 
a d j u s t  t h e  f e e  t o  r e a c t  t o  f l u c t u a t i o n s  i n  t h e  p a r a l l e l  
exchange r a t e .  

5 .  GOL P a r t i c i p a t i o n  i n  the Program 

Although U S A I D  h a s  a l r e a d y  determined t h a t  t h e  program 
r e s o u r c e s  w i l l  be devoted  t o  t h e  p r i v a t e  s e c t o r ,  t h e  l e v e l  of 
involvement of t h e  GOL, p a r t i c u l a r l y  t h e  EFMC, i n  t h e  
a l l o c a t i o n  and d i sbursement  of funds  w i l l ' b e  reviewed d u r i n g  
PAAD Design. The  c u r r e n t  a l l o c a t i o n  p r o c e s s  i n v o l v e s  one 
member of t h e  EFMC on t h e  P I C ,  who e s s e n t i a l l y  s imply  approves 
U S A I D t s  a l l o c a t i o n  d e c i s i o n s  f o r  funding.  T h i s  i n d i v i d u a l  i s  
a l s o  r e s p o n s i b l e  f o r  s i g n i n g  o f f  on a l l  L/Coms and any changes 
i n  a l l o c a t i o n s  t o  v a r i o u s  p u b l i c  p a r a s t a t a l s  and p r i v a t e  s e c t o r  
f i r m s .  T h i s  l e v e l  of p a r t i c i p a t i o n  was deemed a p p r o p r i a t e  f o r  
CIP I t o  a s s u r e  t h a t  t h e  GOL was invo lved  i n  t h e  a l l o c a t i o n  
d e c i s i o n s  f o r  t h e  Government p a r a s t a t a l s .  I t  is expected  with 
a  t o t a l l y  p r i v a t e  s e c t o r  CIP t h a t  t h e  l e v e l  of Government 
involvement w i l l  be s u b s t a n t i a l l y  reduced.  

6 B a s e l i n e  Data 

The r e c e n t  e v a l u a t i o n  of CIP I concluded t h a t  t h e  Program had 
been s u c c e s s f u l  i n  mee t ing  its s t a t e d  o b j e c t i v e  t o  "provide 
e f f e c t i v e  s u p p o r t  t o  t h e  p r i v a t e  s e c t o r m ,  bu t  it was d i f f i c u l t  
t o  s u b s t a n t i a t e  q u a n t i t a t i v e l y  t h e  impact of t h e  CIP on t h e  
b e n e f i c i a r i e s .  Under CIP 11, a  b a s e l i n e  s t u d y  w i l l  be done of 
each f i r m  t o  d e t e r m i n e  t h e  c u r r e n t  s i z e  of t h e  f i r m ,  l e v e l  of 
a s s e t s ,  c u r r e n t  number of employees,  amount of c a p i t a l  
i n f r a s t r u c t u r e ,  etc. The s t u d y  w i l l  be  gender d i s a g g r e g a t e d ,  
s o  t h a t  we c a n  d e t e r m i n e  t h e  number of women b e n e f i c i a r i e s ,  and 
t h e  e x t e n t  t o  which t h e y  have  b e n e f i t t e d  under t h e  Program. 
F u r t h e r ,  it w i l l  g i v e  u s  t h e  b a s i s  f o r  l o o k i n g  a t  long  term 
s u s t a i n a  i s s u e s ,  such a s  impact  of t h e  CIP 11 on t h e  
s e c t o r ,  of t h e  f i r m ,  a b i l i t y  of  t h e  v a r i o u s  b u s i n e s s e s  
t o  f u r t k  ess f o r e i g n  exchange,  etc. 

sagr;i,-- 
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ANNEX B 

1991 ABS PRIVATIZATION PLAN 

Background/GOL Policy 

In 1980, the GOL took possession of hotels, a zoo, animal feed 
mills, poultry farms, the country's only passenger rail wagon, 
a paint factory, fleets of fishing boats, and dozens of other 
industries that had been owned by the America-Liberian elite. 
The army's efforts to manage these companie8 were unsuccessful, 
the present government realized that state control of 
individual firms led to the evaporation rather than the 
redistribution of profits, and in 1984 the former owners were 
.invited to pick up the pieces, With one partial exception, the 
Mesurado Industrial Complex, which was owned by the Tolbert 
family1 , all of the assets that were taken over in 1980 have 
been returned to the private sector or closed. 

- - 
There remain, however, several major companies, most of which 
began operations before 1980, that are GOL controlled, Sore of 
the most important of these are: 

1. Liberian Produce Marketing Corporation (LPMC), founded 
in 1962, and responsible for the-purchase and export of- 
coffee and cocoa, and the purchase and import of ricer 

2. Liberian Petroleum Refinery Corpotation (LPRCI, 
nationalized in 1978, and responsible for the import of 
most petroleum products; 

3 .  Liberian Sugar Corporation, opened in 1977 and closed in 
1981, a sugar refinery; 

4. Decoris Oil Palm Company, incorporated in 1979 but never 
really productivef 

S...Butaw Oil. Palm corporation, colnpleted in 1984, and 
-working below capacity with EEC-assirtanct; 

*Z' -= 
a - 

r-fcultural and Cooperative Develop~ent Bank; and 

7.-laetonal Housing and Savings Bank, both incorporated 
before 1980. 

1 Mesurado, which waa worth millions of dollars, includes a 
machine shop, an oxygen/acetylene plant, a feed rill, an egg 
farm, and a fishing fleet, Some of these activities have been 
returned to the Tolbert family, some are- now mixed companies, - 
and others remain in GOL hands. 



There art also five major public utility companies, as follows: 

1. National Port Authority, which is now under EEC-funded 
private management; 

2. Liberia Telecommunications Corporation; 

3. Liberia Water and Sewer Corporation, now supported by 
GTZ-funded technical assistance; 

4. Liberia Electricity Corporation; 

5. Roberts International Airport. 

 he government-run companies are overstaffed, inefficient, and 
ineffectual. The electricity goes off frequently, a phone call 
is often a time-consuming and frustrating ordeal, Monrovia's 
central residential area has water only at night, farmers are 
paid 25 percent of the border price.fot export crops, the sugar 
refinery has not functioned for seven years, only a handful of 
the transport company's 130 low-mileage buses ard in operation, 
the GOL banks cannot cash checks larger than a few thousand 
dollars without several weeks1 notice, and there are gar 
shortages at least once a month. 

The GOL recognizes that a problem-exists and has stated 
officially, in Executive Order Number 1/1989 (of February 28, 
1989),  that %overnment is doing everything to privatize public 
 corporation^.^ Despite this statement, which is the latest in 
a series dating back several years, the GOL has yet failed to 
demonstrate that the political will exists to undertake the 
privatization of a major parastatal. 

USAID/Liberia Privatization Strategy 

USAIPts strategy is to encourage the GOL to meet its own 
K starting with a case that is not controversial, and 

b l e ,  extending our.efforts to include support- 
zation of a major public utility. Our first 
y of the Liberian Sugar Corporation, completed 

Q-ay 1989, which showed that. the company could be- 
profttablc in private hands. This study was reviewed and 
approved by the President's Office in May and the Ministry of 
Agriculture ha8 requested USAID'S assistance to prepare and 
review an-international tender to sell the refinery. USAID 
will use FY 1989 PDLS to draw on PRE resources to assist in 
this effort. 



In tblonger term, USAID will address the issue of whether one 
of the major public utilities can be privatized. Which 
paraatatal is selected depends on several factors: prior 
study, the ~ 0 ~ ' s  proves it is supportive, the attractiveness to 
private investors, and the potential for improved service under 
private ownership. USAID may set aside funds in 1990 to 
conduct a stud of the selected parastatal with a view to 
privatization. 3 If initial studies are promising and the GOL 
agrees, then USAID may make available some funds to facilitate 
the process. Our assistance could take the form of offering 
buyers preferential access to CIP foreign exchange, or using 
CIP-generated local currency for-staff reductions prior to sale. 

The extent of USAID involvement in 1991 will depend on several 
factors, particularly the commitment of the GOL, and the 
potential profitability of the public corporations. USAID will 
not make available substantial resources to a privatization 
effort without clear evidence of strong GOL support. 

2 USAID has proposed to earmark 101 of CIP 11- (Project 
669-0215} for this, for program administration, and for other 
activities directly related to the private sector. 
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S U M M A R Y  

I 

I 

A. Purpose and Methodoloqy: The purpose of this evaluation was to determine the impact 
of the Liberia Conmodity Import Program (CIP) on the Liberian economy and on individual 
firms, with particular attention to recomnendations on how any future CIP could have a 
greater development impact, especially for small and medium enterprises. The evaluator6 
conducted some fifty interviews with importers, bankers, and government officials and 
reviewed all relevant program documentation as well as background material on the 
econany . 
B. Findinqs: 

1. The Liberia Comnodity Import Program 669-K-609, Project 669-0214, is meeting 
those of its stated objectives not overtaken by events since the design of the program: 
it is providing effective support to the private sector, reducing shortages of foreign 
exchange, and helping restore the private eectorts confidence in the econany. 

2. While the program has not been successful in achieving the Hission's ultimate . 

policy dialogue goals of Inproved economic and financial policiee and civil service 
reform, it was useful at the time it was being negotiated in encouraging the Government 
of Liberia (GOL) to start implementation of the OPEX project. It is, however, generatin 
the local currency neoded to support develop#nt activ1ti.r in the future. 

3. The program ie being ured in a consiotent way, contributing in a cost-effective 
manner to the broadly b e d  long-term development of the econany. Special attention was 
paid to economic efficiency and to expanding c-tition in the econany. 

4. The program is being administered in such a way as to fully met the objectives 
embodied in U.S. legislation for such programs. Spare parts are approved only when they 
are likely to be used in a productive way; imported camudities are largely for high 
priority development area, although sane public sector imports are of lesser priority; 
agricultural production sctivitia8 are receiving an appropriatr uhare of available 
financing; there is good g.ographlc balance, despite limitations dua to-the concentratio 
of industrial activity in Homovia; and, as stated above, the majority of imports are 
believed to be *;-ion to those that would have occurred without-the program. 

'5 
5 .  ~ u d g f n g - X & ' . t e  ammure8 of CIP managenmnt (auch as ccmaitment and 

expenditure rat*& the program is being managed efficiently. 

6. Although the econoknp still has not w e r m  the full effects of Liberia's poor 
econamic and financial managrmnnt policies, the private aactor ha. been able to adjust 
quite well to current realities. 

- 7 .  The private sector -- both caarmerce and manufacturing -- is vibrant. It is also 
highly canpetitive. Local manufacturers have to vie with hnporta and try to reduce coat 
to the bare minimum. Efforts to maximize profits often take the form of high sales ' 
volumes and low profit margins. 

8. With good policies and honest administration, a reduced public sector could make 
a real, positive contribution to growth and development. Nonetheless, it is unclear thai 
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4. The Miesion should consider designing an integrated project (in addition to the ' 
program assistance reconanended above) fo; micro, smali and &di& enterprise development 
that would: provide foreign exchange for imports using a CIP mechanism; fund technical 
assistance and and other development studies; provide credit at market rates 'of 
interest; and proullfjk buriners training. 

5 .  In designing its future program and project assistance activities, the Mission 
should seek several policy changes to aid SME development, including the equalization of 
import duty rates among raw materials, capital goods and finished goods: equalization of 
total effective taxes and fees and deunonopolization or privatization of wholerale trading 

I in agricultural products entering international trade (primarily coffee, cacoa and rice), 
including export trading. Other topics of interest to the Mission, such am relaxfng 
price controls and interest rate ceilings and policies dealing with other aspects of 
private sector development more generally, could be included. 

6. Even if any ESF grants to the GOL are permitted by next year's legislation, we 
should be sending the strongest possible massage to the GOL that only it can remove the 
thorny and complicated impediments that its policiee are placing to achieving financial 
soundness and improved public services. Excluding rice and the public sector from using 
ESF until changed policiee are implemented mald be an appropriate method of enforcing 
the seriousnese of our concern. 

7. The Mission should use the negotiations for any follow-on CIP and SHE activity to 
convince the GOL that it should reformulate its economic and financial policies. 

8. There is room to bump up the implicit exchange rate in the future. It. is 
difficult to estimate now what that rate should be when we are ready to start any 
follow-on activity (both an 91WE project and a private sector CIP). There are relatively 
high coots implicit in using the CIP auchanimn and only minor ravings to offset them. 
The net cost wer nonnal c-cia1 purcha8ar is in the vicinity of 20 to 25 percent. 
Given today's parallel rate of about 2.15 on-ahore dollarr per U.S. dollar, the upper 

I limit on the amount we could charge now ir manewhere around 1.5 on-rhore dollars. If the 
follow-on program is large enough, and to the extant it aubrtitutee for deaaand that 
otherwise would be felt in the parallel market, tha parallel market rate-would decreaee 
to the extent that a 1.4 rate would be the most we could charge and still keep program 
disbursement rates high. 

9. The Mission should not finance garbage truck spares for the Monrovia City 
Corporation unless the city agrees to give up its pretension of establishing a monopoly 
in this area and agrees, at lea& in principle, to ree how it could uee private sector 
contractors for ram of the tarrk. 

m the issue of opening the follow-on program to more 
local banks i 1awer.corts that might be achiwed through such 

but maintaining the high accuracy- and rapid 
implementation tho present arrangmento- is alro llaporkrnt . 

11. If the Mission moves clorer to the parallel rate of @%change in any future CIP . 
program, it should explore ways of providing local currancy credit facilities to 
low-income CIP applicants, especially farmers and established micro and mall-scale 
entrepreneurs. 

12. Looking to the future, it is reconmended that local currency generations from any 
follaw-on CIP program be used first for all local costs, including credit, of the SME 
project and, if necessary and desirable, for local currency credit to amall and medium 
participants in the follow-on private sector CIP program. The second racamended use 
would be CIP administration and the third gemeral.OE purporroe. Tho remainder should be 
used for other A.1.D.-supported projects. Only if these user do not require all 

I CIP-generated funds should activities outside the above area8 be considered. 

AID 1330-5 f l O d 7 l  P m  5 
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GUIDELINES IN ALLOCATING CIP FUNDS FOR THE PRIVATE SECTOR: 

The following guidelines are intended to give businessmen an 
indication of the criteria which will be used in allocating 
CIP funds. The overriding consideration in developing the 
criteria is that the funds should be used to increase the 
productive and export capacity of the Liberian economy in 
those lines of activity in which Liberia has either 
demonstrated a comparative advantage or can reasonably be 
expected to do so. Concessions and other businesses that 
have access to foreign exchange through their exports or 
provisions of services will not be eligible to participate in 
the CIP unless they can demonstrate that their import 
requirements are directly related to expanding their 
productive capacity and, their need exceeds their earnings~f. 
foreign exchange. 

All importers must conform to Government of Liberia 
laws and regulations, e.g., be authorized to do 
business in Liberia, have obtained an import permit, be 
current on tax liabilities, etc.. 

Eligible private sector importers will be ones where: 

a. all or a majority of the company's equity is 
held by private, non-governmental individuals 
or corporations; or 

be company or corporate control, both at the 
board level and at the operating level, is 
completely or a majority in private hands. 

T12=comudities imported by the private sector must be 
yed by the private sector. Commodities needed by 
Mic sector are imported under a different 
sn and a separate allocation of CIP funds was 

a4k&b for that purpose. 

At least eighteen percent of available funds will be 
allocated for the purchase of wheat or other 
agricultural commodities. (This is a U.S. legislative 
requirement.) 

Outside of'wheat, the maximum allocation of CIP funds 
for any participating private sector importer is 
$250,000 and the minimum is $10,000. (An exception may 
be made for a lesser value for spare parts). 



- 
6. Of the available funds, $500,000 is earmarked for small 

scale businesses which have foreign exchange 
requitentents in the range of $10,000 to $50,000. 
E x a m p W o f  small scale producers will range from hog 
and poultry producers to carpentry and machine shops. 

Note: A special effort will be made to reach, encourage and 
facilitate the participation of small Liberian 
producers. This will include radio announcements, 
workshops, and special assistance in completing 
required documentation. 

7. Only commodities listed on the USAID eligibility list 
can be imported under the program. 

8. Examples of ineligible commodities are the following: 

a. unsafe or ineffective products, such as 
certain pesticides, fbod products, or 
pharmaceuticals: 

oods, such as recreational supplies 
equrpment, alcoholic beverages and " - 

equipment for their production or use, 
equipment or supplies for gambling 
facilities, jewelry, stamps, coins, furs and 
the more expensive textiles. Subject to 
prior approval, A.I.D. may permit the 
financing of an item normally regarded as a 
luxury item which may be required to attain 
the objective of a development activity or 
which is clearly justified by the intended 
end use of the item; 

c. surplus or used items, unless inspected and 
approved in accordance with procedures 
approved by A.I.D.: 

d. items for military use: 

e,- , * +  - surveillance equipment, of micro-miniature 
. deufgn for audio surveillance activities: 

weather modification equipment: 

g.- commodities and equipment for the purpose of 
inducing abortions as a method of family 
planninq t 

h. commodities for support of police and other 
law enforcement activities, 



9. In allocating CIP funds for manufacturers, the 
fallowing types of firms will be favored: 

a. those that are developing their export 
capability; 

b. those that produce or process agricultural 
inputs used by Liberian firms: 

c. those that utilize Liberian inputs: 

d. those that are relatively labor intensive: 

e. those that seek to rehabilitate existing 
productive capability. 

10. In allocating funds to distributors of capital 
equipment, firms which demonstrate a maintenance 
capability, including the stocking of spare parts, will 
be favored. 

11. In allocating funds to distributors of spare parts, an 
assessment of overall market conditions will be made so 
as to ensure that the importer can not dominath the 
market for the particular item. 

12. In the case of a firm starting a new business, the firm 
may be required to provide a feasibility study which 
demonstrates the potential economic viability of the 
new venture. 



GUIDELINES IN ALLOCATING 
CIP FUNDS FOR THE PUBLIC SECTOR 

The following guidelines are intended to give public 
sector importers an indication of the criteria to be uned 
fn allocating CIP funds. 

1. TO be eligible a public sector importer must be: 

(a) a public sector revenue-generating entity 
(parastataJ1 capable of depositing the full local 
currency equivalent of the Letter of Credit U.S. 
dollar v a l u e  i n  local currency at the official 
exchange rate a t  the time of opening the L/C; or 

(b) a public sector administrative unit that has 
available local currency from its budget, or other 
source, and is capable of depositing the full local 
currency equivalent as described in (a) above. 

2. Parastatals that. h a v e  access to foreign exchange 
through their export.? nr provision of services will not be 
eligible to p a r t i ~ i t , * ~ i t e  in the CIP unless they can 
demonstrate that their import requirements exceed their 
earnings of fdreign exchange. 

3. Only commodities listed on the AeIeD. Commodity 
Eligibility Listing can be imported under the program. 

4.   he following types of imports will be favored: 

(a} Those that restore productive capacity through 
replacement or repair of equipment, particularly 

-a critical need can be demonstrated# 
-%*re- 
a P 

.=~(bk: .I - those that expand the productive cap&ity of 
paralrtatsls which proGide essential public servicee~ 

(c) those that ensure the safety and health of the 
public; 

( d )  those that wil l  have an-immediate and 
significant impact on the provision of services by 
the public sector entity. 



determine which importer financing requests are approved. The 
primary criteria which will be used will be the degree of 
employment generation and positive impact on the economy the 
imports will have. In addition, it will be stipulated that the 
commodities to be financed under the program be included in 
A.I.D.'s Commodity ~ligibility Listing (A.I.D. Handbook 15, 
Appendix B). Finally, no pesticides will be imported under the 
grant, and financing for this purpose will be specifically 
prohibited in the Program Grant Agreement. 

Summary of Findings: 

The program will finance studies, analyses, and seminars, as 
well as commodity imports. Prior to approval of the program, 
A.I.D. will not have knowledge of the specific commodities to 
be financed, nor does the objective in  furnishing this 
assistance require knowledge, at the time the assistance is 
authorized, or control during implementation, of the 
commodities or their use in thc host country. Therefore, all 
of the activities to be undertaken by this program are 
categorically excludable pursuant to the provisions of 22 CFR 
216.2(c)(2)(iii) and 22 CFR 216.2(~)(2)(1x). Thus, this 
Initial Environmental Examination/ 
Categorical Exclusion recomraends a p p t ~ ~ a l  for a categorical 
exclusion from the environmental analysis procedures specified 
in 22 CFR 216.3. 

Clearance: 

A.I.D. Ditector: John F. Hicks: 

Clearance: 

Africa Bureau 
Environmental officer: Bessie L, Boyd 

Approved: 

Disapproved: 



ANNEX E 

ANNEX E 

INITIAL ENVIRONMENTAL EXAMINATION 

COUNTRY? Liberia 

PROGRAM TITLE: Liberia-Commodity 1pport.Program 11' 

PROGRAM NUMBER: 

FUNDING LEVEL: . $14.2 million total (FYS -1990-91) 

FUIDING SOURCE: Economic Support Funds 

IEE PREPARED BY: David Leong, REDSO/WCA/PDO 

ENVIRONMENTAL ACTION RECOMMENDED: 

Positive Determination 
Negative Determination 
Categorical Exclusion '-K 
Deferral - 

The+Liberia -Commodity Import Program 11 'i8:a .three-year, $24.2 
million Comodity 1mport.Program and.is scheduled to be 
implemented over the 1990-92 period, The program is an 
integral part-of.USAID/~iberia's development-strategy which is 
placing greater. empharie on the private sector..in Liberia as a 
mechanism to deliver U , S ,  Economic Assistance rerource8. 

The focus of this program will be the Liberian private sector. 
Greater program emphasis will also be made on small and medium 
sized enterprise8 (SMEs), with particular emphasis on those 
SMEs owned by Liberians and woren, As presently-planned, CIP 
11 resource8 will be allocated as follows over the program's 
three-year life: 

-4&3 q 400,000 in impott financing; 

.=+%%-.- t 500,000 in private sector related 8tudies; 
7&LL -+ 

250,000 in private rector related training; 
,q5 300,000 in targeted support to the Liberian 

Chamber of Commerce: and 
&750,000 in program management services. 

The program will provide-foreign exchange to private sector 
entities in Liberia to finance the import of raw materials, 
capital equipment, etc., in order to stimulate domestic 
production and development of the private sector in Liberia. A 
joint A.I.D./GOL Program ~mplementatioa Committee (PIC) will 



ANNEX F 

DRAFT STATEHENTS OF WORK FOR PAAD DESIGN TEAM 

This annex contains the draft statements of work for the design 
team for the PAAD. Depending on when PAIP approval is given 
and on the source of the technicians, the PAAD design could 
begin as early as December FY 90. However, due to other 
commitments and the projected lead times required to mobilize 
the team, it is possible that the design will slip to January 
1990. In any event, the timing of the PAAD design is 
sufficiently early in the fiscal year to ensure that obligation 
can take place in the first half of FY 90, assuming of course, 
that the GOL is paid up on its Brooke sensitive debt. 



Project Development Officer/Team Leader 
RBDSO/WCA 

Back round: The Project Development Officer/~eam Leader (PDO)  he 4-person design team for the Liberia Coleodi ty 
Import Program 11 (669-02151, a $14.2 million, three-year CIP 
which will be implemented during the 1990-92 period. 

The PDO will report directly to the Chief, UsAID/Liberia/SPp~ 
or her designate. 

Statement of Work: The PDO will be responsible for 
coordinating, editing, and finalizing the Program Assistance 
Approval Document (PAAD) in accordance with A.I.D. Handbook 4, 
Chapter 3 ,  u S ~ ~ ~ / ~ i b e r i a  strategy, and A.I.D./Washington ECPR 
guidance. He will work closely with each team member to ensure 
sections are completed on schedule and that appropriate local 
resources are consulted with. He will also work closely with 
appropriate USAID and REDS0 staff'to ensure that programmatic, 
legal, and financial sections are adequately dealt with in the 
P M D  and obligation documents. 

Be will also prepare, or oversee- the preparation of appropriate 
authorization and obligation documents per A.I.D. regulations. 

Estimated Time Required: 4 weeks 



Commodity Management Officer 
REDSO/WCA or A,I.D,/Washington 

Back round: The Commodity Management Officer (CMO) will be one 
mem er o a 4-person design team for the Liberia Commodity + 
Import Program 11, a $14.2 million, three-year CIP which will 
be implemented during the 1990-92 period. 

The CMO will work under the general direction of the Project 
Development Officer/Team Leader, and will prepace his/her 
sections of the Program Assistance Approval Document (PAAD) in 
accordance with A.I.D. Handbook 4, Chapter 3, 

Statement of Work: The CMO will be responsible for conducting 
the needed analyses and for writing sections in the PAAD 
relating to the-management of the commodity import program, 
reporting requirements, bank procedures, inspections, financial 
tracking and control, and all other relevant procedures 
required for an A.1.D.-financed commodity import program. 

The sections for which the CMO will be responsible for 
completing include, but are not limited to the following: 

Implementation Plan 
Procurement procedures 

In addition, the CMO will assist the.tean8s Economist and 
Program Manager in the preparation of the following sections: 

Current Market Analysis 
Internal Financial Analysis 
Commodity Import Ctiteria for PIC 

The alro  provide technical and drafting assistance in 
the on of the final PAAD document, as requested by the 
desf eader . 
Estimated Time Required: 3 weeks 



Economist 

Back round. The Economist will be one member of a 4-person ss---' eslgn team for the Liberia commodity Import Program 11, a 
$14.2 million, three-year CIP which will be implemented during 
the 1990-92 period. 

The Economist will work with the USAID/Liberia Program 
Economist under the general direction of the Project 
Development Officer/Team Leader, and will prepare his/her 
sections of the Program Assistance Approval Document (PAAD) in 
accordance with A.1.D. Handbook 4, Chapter 3. 

Statement of Work: The Economist will be responsible for 
conducting the.needed economic analyses and appropriate 
sections in the PMD. These analyses include, but are not 
limited to the following: 

Macroeconomic Analysis 
Current Market Analysis 
Analysis of Trade Statistics 
Balance of Payment8 Analysis 
Internal Financial Analysis 

In addition to the above, the E C O ~ O ~ I ~ S ~  will a180 work with the 
Commodity Management Officer and the Program Manager to develop 
the following: 

Commodity Import Criteria for PIC 
Questionnaire to Monitor Program Impact 

The Economist will. also provide technical and drafting 
assistants in the preparation of the final P M D  document, as 
r eques ths design team leader. 

3%- ",&as + 

~stimat&eie Required: 4 weeks 



Program Manager 
USAID/Liberia 

Back round. The Program Manager will be one member of a 
-person esign team for the Liberia Commodity Import Program + 
11, a $14.2 million, three-year CIP which will be implemented 
during the 1990-92 period. 

The Program Manager will work under the general direction of 
the Project Development Officer/Team Leader, and will prepare 
his/her sections of the Program Assistance Approval Document 
(PAAD) in accordance with A.I,D. Handbook 4, Chapter 3. 

Statement of Work: The Program Manager will be responsible for 
conducting the needed analyses and appropriate sections in the 
PMD. These analyses include, but ate not limited to the 
following: 

Program Financing Criteria 
Commodity Import Criteria for PIC 

In addition, the Program Manager will be expected to assist 
other team members in the conduct-of their analyses. In 
particular, the Program Manager shall work closely with the 
Commodity Management Officer to develop appropriate procedures 
and reporting formats which will be followed during 
implementation of CIP II ,  and will work with the team Economist 
to develop the program's monitoring and evaluation plan. 

The Program Hanager will also provide technical and drafting 
assistance in the preparation of the final PAAD document, as 
requestea by the design team leader. 

. ..;y> . 

4 weeks 


