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Liberia – Decision Point Document  
Under the Enhanced HIPC Initiative  

Executive Summary 
 
Background 
Liberia is recovering from over 20 years of political instability, a period that left the country at 
the brink of collapse. While a significant turnaround has been made on the macroeconomic front, 
poverty is still widespread and there are large gaps in service delivery. In March 2008, the 
Boards of Directors of the IMF and the World Bank approved for Liberia a HIPC debt relief at 
decision point of about US$2.8 billion in end-June 2007 NPV terms. It is now the Bank Group’s 
turn to assess the situation and decide on this proposal to approve the Bank Group’s contribution 
of debt relief for Liberia at decision point. 
 
Assessment of requirements for Decision Point 
Five criteria are used to assess Liberia’s decision point qualification and its eligibility for HIPC 
assistance, namely, (i) satisfactory macroeconomic management and progress since January 
2006; (ii) widespread poverty across the country and weak service delivery; (iii) preparation of 
an Interim Poverty Reduction Strategy Paper (I-PRSP); (iv) unsustainable debt stock; and (v) 
promotion of good governance and the rule of law. While Liberia has satisfied the above five 
criteria to qualify for HIPC debt relief at decision point, it must be underscored that exceptional 
and unprecedented flexibility was applied on specific eligibility criteria, in order to fast-track 
Liberia’s qualification to reach the decision point..  
 
Structure of Liberia’s Debt 
Liberia’s public and publicly guaranteed external debt as at end-June 2007 was almost US$4.7 
billion in nominal terms, about 96 percent of which was in arrears. After traditional debt relief, 
Liberia’s net present value (NPV) of debt is estimated at US$3,144.7 million at end-June 2007, 
(Table A1) equivalent to a debt-to-exports ratio of 1,576 percent, far above the 150 percent 
threshold under the HIPC Initiative.  
 

Table A 1: Summary of Liberia’s Debt Stock, as at end-June 2007 
 Nominal Debt Stock Arrears NPV of Debt After 

Traditional Debt Relief  
 US$, mn % of total US$, mn % of total US$, mn % of total 
Total  4,732.2 100.0 4,545.6 100.0 3,144.7 100.0 
Multilateral Creditors 1,614.8 34.1 1,499.3 33.0 1,575.8 50.1 
Bilateral Creditors 1,542.9 32.6 1,471.8 32.4 1,053.8 33.5 
Commercial Creditors 1,574.6 33.3 1,574.6 34.6 515.1 16.4 

 
Prior to arrears clearance, 34.1 percent of Liberia’s external debt stock in nominal terms was 
owed to multilateral creditors and 32.6 percent to bilateral creditors. Multilateral and bilateral 
creditors, therefore, held about two-thirds of Liberia’s external debt in nominal terms. The 
clearance of arrears to IDA/IBRD and the ADB Group in December 2007 and to other 
multilateral creditors at completion point would reduce the debt owed to multilateral creditors by 
almost US$700 million in NPV terms, representing about 49 percent of the HIPC debt relief due 
from multilateral creditors.  
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HIPC Assistance at Decision Point 

The total debt relief required to bring Liberia’s debt-to-exports ratio from 1,576 percent to the 

HIPC threshold of 150 percent, is estimated at US$2,845.5 million in end-June 2007 NPV terms. 

Based on the proportional burden-sharing approach, multilateral creditors’ would contribute 

about US$1,425.8 million (50.1 percent) of the debt relief and bilateral and commercial creditors, 

US$1,419.6 million (49.9 percent). The contribution from the Bank Group is estimated at 

US$238.1 million in end-June 2007 NPV terms, equivalent to 16.7 percent of the multilateral 

creditors’ assistance and 8.4 percent of total assistance from all creditors. The Bank Group’s 

assistance has been fully delivered through the arrears clearance operation
1
. The Liberian 

government has reached an agreement with its Paris Club bilateral creditors for a debt relief 

package which would result in the cancellation of approximately 97 percent of Liberia’s non- 

ODA debts owed to its Paris Club bilateral creditors during the implementation of the HIPC 

process. 

 

Debt Sustainability and Sensitivity Analyses 

A Low-Income Country Debt Sustainability Analysis (LIC DSA) shows that Liberia is in debt 

distress. However after full delivery of debt relief assistance under the HIPC Initiative, MDRI 

and beyond HIPC assistance, Liberia’s debt burden indicators would be brought to a manageable 

level, emphasizing the need for debt relief. A sensitivity analysis also shows that Liberia’s ability 

to service its external debt after HIPC debt relief is vulnerable to a combination of adverse 

domestic and external shocks and increased new borrowing. It is therefore essential that Liberia 

undertakes responsible borrowing and on concessional terms. In addition, the achievement of a 

robust external debt position will depend on real GDP growth, export and revenue performance 

as well as prudent debt management. 

 

Delivery Modality and Financing Arrangement 

The Bank Group’s contribution to Liberia’s debt relief of US$238.1 million in end-June 2007 

NPV terms was provided under the arrears clearance mechanism with contributions from the 

PCCF, the European Commission and other Donors. By mutual agreement with the HIPC Trust 

Fund, there is an over-delivery of Bank Group debt relief to Liberia, equivalent to US$14.22 

million in June 2007 NPV terms, to be used at Liberia’s completion point as additional debt relief 

due to data revisions. 

 

Recommendation 

The Boards of Directors are invited to: (i) approve Liberia’s qualification for HIPC assistance at 

decision point under the Enhanced HIPC Initiative; (ii) approve the Bank Group’s share of HIPC 

debt relief for Liberia, equivalent to US$ 238.1 million in end-June 2007 NPV terms and (iii) 

note that the Bank Group’s assistance comes entirely in the form of grants through the PCCF 

arrears clearance mechanism already provided in 2007. 

                                                           
1 World Bank and IMF (2008). Liberia – Enhanced Heavily Indebted Poor Countries’ Initiative. Decision Point Document, 

February 27, 2008. Page 19, Para. 51. 
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Liberia – Decision Point Document  
Under the Enhanced HIPC Initiative  

 

I. Introduction 
 
1.1 In March 2008, the Boards of Directors of the IMF and the World Bank approved 
for Liberia a HIPC debt relief assistance of about US$2.8 billion in end-June 2007 NPV 
terms. Liberia thus qualified for HIPC debt relief, making her the 27th regional member 
country to reach the Decision Point. It is now the Bank Group’s turn to assess the 
situation and decide on the present proposal to approve the Bank Group’s contribution of 
debt relief for Liberia at decision point under the enhanced HIPC Initiative. 
 
1.2 With a per capita income of about US$140 in 2006, Liberia is one of the poorest 
countries in Africa and the world, and after almost 20 years of instability, most of her 
economic and social infrastructure is in ruins. Over 64 percent of the population lives 
below the national poverty line with 48 percent in extreme poverty, and only 17 percent 
of the labour force is formally employed. 
 
1.3 This document sets out the Management’s proposal for the Bank Group to provide 
debt relief to Liberia under the enhanced HIPC Initiative for consideration by the Board 
of Directors. The current debt relief is being made in conjunction with other development 
partners at the decision point.  
 
1.4 The rest of the document is organized as follows: Sections II and III provide an 
assessment of Liberia’s eligibility for HIPC assistance, and a breakdown of the current 
debt stock and the assistance under the HIPC Initiative, respectively. Section IV 
summarizes the Debt Sustainability Analysis for Liberia while Section V looks at the 
sensitivity of the debt burden to some adverse shocks. Section VI discusses the 
completion point triggers, Section VII reviews the Bank Group’s interventions in Liberia, 
Section VIII presents the details of the proposed delivery modalities, and the 
recommendations for Board’s consideration reserved for Section IX.  

II. Assessment of Liberia’s Eligibility for HIPC Initiative Assistance 
 
2.1 Five requirements are used to assess Liberia’s decision point and eligibility for the 
HIPC Initiative assistance, namely, satisfactory macroeconomic management and 
progress; extent of poverty and other measures of social-economic progress; the 
preparation of an interim poverty reduction Strategy Paper (I-PRSP); level and 
sustainability of the external debt; and the promotion of good governance and the rule of 
law. 
 
A.  Macroeconomic Management and Progress  
 
2.2 Liberia is recovering from over 20 years of political instability, a period that left 
the country at the brink of collapse in almost all spheres of economic life. There have 
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been significant improvements in economic management and turnaround in economic 
developments since the new government, led by President Ellen Johnson-Sirleaf, took 
office in early 2006. The improved macroeconomic management has resulted in 
relatively stable inflation and exchange rates and better institutional management. Real 
GDP growth increased to 9.5 percent in 2007, from 2.5 percent recorded in 2004. 
Progress has also been made in improving public revenue collection and public financial 
management (PFM).  
 
2.3 Fiscal policy is anchored on a balanced cash-based budget. In recognition of the 
unsustainable level of public debt, the government is pursuing a prudent fiscal policy, 
adhering to a cash-based budget. The new expenditure management programme based on 
an interim commitment control system (implemented with the support of donors) is 
helping to ensure that expenditures do not exceed available revenues and that 
procurement practices adhere to the new public procurement guidelines.  
 
B.  Extent of Poverty 
 
2.4 Poverty and large gaps in social services remain a concern. In 2006, more than 60 
percent of Liberians lived below the national poverty line. While this is an improvement 
over the 72 percent in 2002, the proportion remains very high. Other indicators of social 
well-being depict an equally poor state of living in Liberia. Results of the Core Welfare 
Survey conducted in 2007 found the national life expectancy at only 42 years, infant 
mortality at 117 per 1,000 live births, and child (under five) mortality at 194 per 1,000 
live births. Maternal mortality is estimated at 580 women per 100,000 live births. These 
rates are among the highest in the world. HIV/AIDS prevalence is estimated at close to 5 
percent of the adult population. Resources from arrears clearance and debt relief are 
expected to help reduce the high degree of poverty in the country. 
 
2.5 Food insecurity and lack of access to basic social services are widespread. 
According to results of the recent surveys supported by the UNDP and FAO/WHO, 11 
percent of surveyed households are food insecure, 40 percent highly vulnerable to food 
insecurity, 41 percent moderately vulnerable, and only 9 percent are food secure. Only 
about 51 percent of surveyed households have access to improved water sources and 39 
percent have access to sanitary communal latrines. Net primary school enrolment and 
adult literacy remain very low at 37 percent and 55 percent, respectively, with adult 
literacy being worse among women at 41 percent. Malnutrition and preventable diseases 
including malaria, diarrhea, respiratory infections and measles are the biggest 
contributors to morbidity and mortality.  
 
C.  The Preparation of an Interim Poverty Reduction Strategy Paper  
 
2.6 An Interim Poverty Reduction Strategy Paper (I-PRSP) for Liberia was completed 
in January 2007 after a participatory process of consultation that included the public and 
other stakeholders. It identifies the government’s key priorities for the plan period, 
including, (i) fully reforming the security sector, (ii) revitalizing agriculture to ensure 
pro-poor growth, (iii) rebuilding the country’s road network, (iv) accelerating human 



 3

resources development,  (v) strengthening the environment for private sector growth, (vi) 
creating jobs, and (vii) promoting good governance and the rule of law. A full PRSP is 
expected to be finalized in mid-2008. The strategy aims to enhance national security, 
promote rapid economic growth, create jobs, secure macroeconomic stability, reduce 
poverty, and improve Liberia’s prospects for meeting the MDGs.  It also seeks to 
introduce measures to promote good governance and the rule of law including the 
establishment of an anti-corruption commission.  
 
D.  Level and Sustainability of Liberia’s External Debt 
 
2.7 A debt relief analysis (DRA) on Liberia confirms that the country qualifies for 
debt relief under the export window of the Enhanced Heavily Indebted Poor Countries 
(HIPC) Initiative. Liberia’s public and publicly guaranteed external debt at end-June 
2007 was almost US$4.7 billion in nominal terms, about 96 percent of which was in 
arrears. After traditional debt relief, Liberia’s net present value (NPV) of debt is 
estimated at US$3,144.7 million at end-June 2007, equivalent to a debt-to-exports ratio of 
1,576 percent, far above the 150 percent threshold under the HIPC Initiative.  
 
E.  Promoting Good Governance and the Rule of Law 
 
2.8 In 2005, the National Transitional Government of Liberia (NTGL) and its 
international partners signed the Governance and Economic Management Assistance 
Programme (GEMAP), in response to concerns about mismanagement of public 
resources in the post-conflict transition and its threat to the peace process. The GEMAP 
focuses on measures to improve: (i) the national revenue base; (ii) budget and 
expenditure management; (iii) procurement and granting of concessions; (iv) control of 
corruption; (v) support to institutions that are key to promoting and sustaining 
government accountability and good financial management; and (vi) capacity building. 
Progress has been made in implementing the programme, including the deployment of 
international experts and financial controllers, with co-signing powers to the revenue-
generating agencies and the Central Bank of Liberia (CBL), and the completion of the 
review of contracts and concessions approved by the NTGL. Management of public 
revenues and expenditures has been strengthened by empowering the Cash Management 
Committee (CMCo) to limit expenditures to available cash revenues and adopting a zero-
tolerance policy to corruption. 
 
F. Eligibility Criteria and Exceptional Flexibility for Liberia 
 
2.9 While Liberia has satisfied the above five criteria to qualify for HIPC debt relief 
at decision point, it must be underscored that exceptional and unprecedented flexibility 
was applied on specific eligibility criteria, in order to fast-track Liberia’s qualification to 
reach the decision point. These include the following: 
 

• the PCCF arrears clearance mechanism under which the country’s share was 
limited to only one percent contribution; the initial cut-off date for arrears 
clearance of end-December 2003 was extended to end-December 2007; and 
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including in the financing plan the servicing of maturities through end-2008 to 
prevent any new arrears accumulating prior to reaching the decision point; 

• satisfactory macroeconomic performance based on performance under the SMP 
only without requiring a track record under the PRGF; the PRGF was approved 
after HIPC debt relief as part of the coordinated donor re-engagement plan; 

• the shortest time-lag of 2-3 months between the coordinated donor arrears 
clearance program (including PCCF arrears clearance), and approval by the 
Boards of IMF/World Bank of decision point debt relief for Liberia. 

 
2.10 The IMF’s arrears clearance represents about 50 percent of the arrears owed to all 
the multinationals. The IMF financial support amounted to a combined SDR582.0 
million (about US$952 million) to Liberia. Under the arrangement, Liberia was granted 
an immediate new loan of SDR550.0 million (about US$900 million) to cover its arrears, 
with the remaining SDR32.0 million (about US$52 million) to be drawn in 6 
installments. The SDR550 million will be cancelled through debt relief, and the country 
will not have to service it. 
 
G.  Overall Assessment 
 
2.11 The economic and social conditions outlined above clearly show that Liberia has 
fulfilled all the requirements for reaching the decision point. It has also cleared the 
arrears to some multilaterals and reached agreements with almost all other multilateral 
creditors on a strategy to clear their arrears. Thus Liberia qualifies for debt relief at the 
decision point under the Enhanced HIPC Initiative.  
 
2.12 A copy of the HIPC decision point document prepared by the IMF and the World 
Bank, which provides detailed information on Liberia’s position at the decision point, is 
attached as Annex 1. 

III. Liberia’s Debt Position Before and After HIPC Assistance 
 
3.1 Slightly over 90 percent of Liberia’s external debt provided by the authorities has 
been reconciled, and 100 percent of multilateral and bilateral debt provided by creditors 
has also been reconciled. However, because most of Liberia’s records on external debt 
were lost during the civil war, information on the stock of commercial debt is not 
complete. An external financial advisor was retained to reconcile commercial debt, and 
discussions with private creditors on reconciliation are ongoing. The current debt relief 
analysis (DRA) uses the advisor’s estimates of commercial debt stocks as at end-June 
2007, with additional information provided by other creditors in February 2008. About 72 
percent of commercial debt has been reconciled with creditors. 
 
3.2 Liberia’s public and publicly guaranteed external debt as at end-June 2007 was 
over US$4.7 billion in nominal terms (Table 1). About 96 percent of the total debt stock 
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was in arrears2. After traditional debt relief, Liberia’s net present value (NPV) of debt 
stands at US$3,144.7 million at end-June 2007, equivalent to NPV of debt-to-exports 
ratio of 1,576 percent, far above the 150 percent  threshold of the HIPC Initiative.3 This 
qualifies Liberia for debt relief under the HIPC Initiative’s export window, based on end-
June 2007 data.  
 
 

Table 1: Liberia: National Public Debt Stock, as at end-June 2007 
 Nominal Debt Stock Arrears NPV of Debt After 

Traditional Debt Relief **  
 US$, mn % of total US$, mn % of total US$, mn % of total 
Total  4,732.2 100.0 4,545.6 100.0 3,144.7 100.0 
Multilateral Creditors 1,614.8 34.1 1,499.3 33.0 1,575.8 50.1 

IMF 809.2 17.1 809.2 17.8 809.2 25.7 
IDA  442.6 9.4 366.9 8.1 414.6 13.2 
ADF 271.3 5.7 240.2 5.3 263.1 8.4 
Other multilateral* 91.6 2.0 82.90 1.80 88.80 2.8 

Bilateral Creditors 1,542.9 32.6 1,471.8 32.4 1,053.8 33.5 
Paris Club 1,413.9 29.9 1,353.5 29.8 947.5 30.1 
Other Official bilateral 129.0 2.7 118.3 2.6 106.3 3.4 

Commercial Creditors 1,574.6 33.3 1,574.6 34.6 515.1 16.4 
 
Source: World Bank and IMF (2008). Liberia – Enhanced Heavily Indebted Poor Countries’ Initiative. Decision Point 
Document, February 27, 2008, Table A1, page 34.  
* Includes BADEA, ECOWAS, EU, EIB, IFAD and OFID. 
** The average commercial Interest Reference Rates published by the OECD over the 6 month period prior to June 
2007 are used as discount rates. 
 
3.3 Prior to arrears clearance, 34.1 percent of Liberia’s external debt stock in nominal 
terms was owed to multilateral creditors and 32.6 percent to bilateral creditors (see Table 
1 and Figure 1). Multilateral and bilateral creditors, therefore, held about two-thirds of 
Liberia’s external debt in nominal terms. The IMF and IDA/IBRD are Liberia’s largest 
multilateral creditors, accounting for 17.1 percent and 9.4 percent of the external debt 
stock, respectively, with the Bank Group accounting for 5.7 percent. The largest bilateral 
creditors are Germany and United States, each holding 9 percent of total claims. 

                                                 
2 Liberia made arrangements to clear arrears with the IMF in March 2008 through a bridge loan received from a 
bilateral donor, paving the way for the IMF to approve new financing for the country. Also arrangements to clear 
arrears with 6 other multilateral creditors (totaling US$82.9 million) have been agreed. The creditors include the OPEC 
Fund for International Development (OFID), the International Fund for Agricultural Development (IFAD), the Arab 
Bank for Economic Development in Africa (BADEA), the European Union (EU), the European Investment Bank (EIB) 
and the Economic Community of West African States (ECOWAS). 
3 The traditional debt relief mechanism assumes a stock-of-debt operation based on the Naples terms at end-June 2007, 
and comparable action by other official creditors on eligible debt (pre-cutoff and non-ODA). 
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Figure 1: Shares of Public Debt in Nominal Terms 

 
 
3.4 Liberia’s total debt relief requirement is estimated at US$2,845.5 million in end-
June 2007 NPV terms in order to reduce the debt-to-exports ratio from 1,576 percent to 
150 percent. Based on the proportional burden-sharing approach, multilateral creditors’ 
would contribute about US$1,425.8 million (50.1 percent) and the bilateral and 
commercial creditors, US$1,419.6 million (49.9 percent). The Bank Group’s share 
amounts to US$ 238.1 million, equivalent to 8.4 percent of total debt relief and 16.7 
percent of the multilateral relief (see Table 2 and Figure 2). The entire amount required 
has already been provided in the arrears clearance operation. 
 

Table 2: Liberia: Projected HIPC Debt Relief Assistance 
(US$ million) 

Creditors Decision Point 
Assistance* 

Percent of 
total 

Percent in group 
(Multilateral creditors) 

1- Bilateral Creditors 953.5 33.5 -- 
2- Multilateral Creditors 1,425.8 50.1 100.0 
    of which    
    Bank Group** 238.1 8.4 16.7 
    IDA 375.2 13.2 26.3 
    IMF 732.2 25.7 51.4 
    Other Multi-Creditors 80.4 2.8 5.6 
3- Commercial Creditors 466.1 16.4 -- 
Total Debt Relief Assistance 2,845.5 100.0 -- 

Source: World Bank and IMF (2008). Liberia – Enhanced Heavily Indebted Poor Countries’ Initiative. Decision Point 
Document, February 27, 2008.  
*The required debt relief from each creditor is determined under the proportional burden sharing approach, described in 
the “HIPC Initiative – Estimated Costs and Burden Sharing Approaches” (EBS/97/127, 7/7/97 and IDA/SEC M97-306, 
7/7/97.  
** Computation based on the ADF’s end-June 2007 total debt stock, in NPV terms. 
 
3.5 The clearance of arrears to IDA/IBRD and the ADB Group in December 2007, 
and to other multilateral creditors at completion point, reduced the debt owed to 
multilateral creditors by US$699.4 million in NPV terms, representing about 49 percent 
of the HIPC debt relief due from multilateral creditors. The balance of US$726.4 million 
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in NPV terms (51 percent) will be provided through a reduction of future debt service by 
US$951.9 million in nominal terms.  
 

Figure 2: Shares of HIPC Relief by Multilateral, Bilateral and Commercial Creditors 

 
 
3.6 On April 17, 2008, at a meeting between the Liberian Government and its Paris 
Club bilateral creditors in Paris, agreement was reached in which the Paris Club bilateral 
creditors will provide a debt relief package. Under the agreement, approximately 97 
percent of Liberia’s non-ODA debts owed to its Paris Club bilateral creditors will be 
cancelled during the implementation of the HIPC process. No cash payments would be 
required in respect of all Paris Club debts pending completion of the HIPC process for 
Liberia.  
 
3.7 Liberia has also started discussions with the country’s commercial creditors for 
debt relief on terms consistent with those agreed with the Paris Club. 
 
3.8 On reaching the completion point under the HIPC Initiative, Liberia would 
qualify for the Multilateral Debt Relief Initiative (MDRI) from the IDA and ADF, and 
beyond-HIPC assistance from the IMF. The MDRI and beyond-HIPC debt relief is 
estimated at US$ 242.6 million in nominal terms, equivalent to US$ 147 in NPV terms, if 
Liberia reaches the completion point in the last quarter of 2010. About US$ 17.8 million 
would be expected from the ADF, US$ 69.1 million from the IDA and US155.7 million 
from the IMF. 
 



 8

 

IV. Debt Sustainability Analysis 
 
4.1 A low-income country debt sustainability analysis (LIC DSA) shows that under a 
baseline scenario,4 Liberia is in debt distress with the NPV of external debt-to-GDP ratio 
remaining above the threshold of 30 percent, while the NPV of external debt-to-exports 
ratio stays above the 100 percent threshold until 2016/17 when it moves below the 
threshold. The debt service ratios, i.e. debt service to exports and debt service to revenue 
ratios, would remain above their respective thresholds of 15 percent for exports and 25 
percent for revenues during 2011/12 – 2017/18, but would become manageable after 
2018/2019 in view of the high concessionality of the outstanding stock of debt owed to 
multilateral and bilateral creditors.  
 
4.2 Tests conducted under alternative scenarios and temporary shocks of a lower real 
GDP growth, reduced export and revenue performance, and imprudent debt management, 
indicate that Liberia’s external debt position could be vulnerable, However if new 
borrowings are on a moderate to highly concessional terms, an unfavourable shock will 
not result in a drastic deterioration of the debt indicators. With full delivery of debt relief 
assistance at completion point, all the three debt-burden indicators (NPV of debt-to-GDP 
ratio, NPV of debt-to-exports ratio, and debt service to exports ratio) would be 
significantly below their indicative thresholds. This underlines the need for debt relief, 
high real GDP growth, good export and revenue performance and prudent debt 
management. 

V. Sensitivity Analysis 
 
5.1 A sensitivity analysis was undertaken to test the sustainability of Liberia’s 
external debt under 5 scenarios, namely, (i) concessionality of new borrowing, (ii) lower 
export prices, (iii) lower GDP Growth, (iv) substitution of loans for grants, and (v) a 
combination of the shocks under the preceding four scenarios. The analysis shows that 
Liberia’s ability to service its external debt after HIPC debt relief is highly vulnerable 
under any of the above scenarios.  
 
5.2 For example, if Liberia goes for non-concessional loans from  2010/11 onwards to 
compensate for a possible reduction in external grants compared to the baseline, and 
assuming a 200-basis-point increase in the interest paid, the NPV of debt-to-exports ratio 
would deteriorate to 25 percent by 2027 compared to the 17.6 percent  in the baseline 
scenario. Under the fifth scenario of a combination of the preceding four scenarios of 
adverse domestic and external shocks, after full delivery of HIPC assistance, the NPV of 
debt-to-exports would increase above its threshold of 150 percent to 185 percent, in 
2007/8, and steadily increase to 633 percent by 2027. It is therefore essential that Liberia 
                                                 
4 The baseline scenario includes the following assumptions: (i) long-run macroeconomic framework program 
projections consistent with those of the PRGF/EFF arrangements of the IMF, (ii) continued financial discipline 
resulting in limited borrowing over the medium and long term, (iii) continued robustness of FDI and donor flows that 
enables the external position to remain manageable, and (iv) full delivery of traditional debt relief, multilateral arrears 
clearance and interim HIPC assistance, 
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undertakes responsible borrowing and on concessional terms. In addition, the 
achievement of a robust external debt position will depend on real GDP growth, export 
and revenue performance as well as prudent debt management.  
 
5.3 As noted by the G-7, the IMF and the World Bank, Liberia’s highly vulnerable 
debt situation, even after HIPC debt relief, can be a target for private creditors who would 
buy Liberia’s debt, particularly the commercial debt at cheap rates and then sue Liberia 
for a profit. These “vulture funds” erode the effectiveness of debt relief, and as such debt 
relief resources earmarked for developmental purposes are diverted to pay the aggressive 
private creditors.  
 
5.4 The African Legal Support Facility (ALSF), approved in April 2008, is designed 
to provide assistance to HIPCs in such situations. The Board of Directors has endorsed 
and authorized management to proceed with measures to operationalize the ALSF. When 
the ALSF is launched - expected later this year - it will assist countries to defend 
themselves against the vulture funds through building their capacity for legal advice and 
providing other logistical support.  
 
5.5 In addition, in order to encourage responsible borrowing and discourage non-
concessional debt accumulation, the Bank, in collaboration with other multilateral 
financial institutions, will assist Liberia with debt management capacity building to 
maintain the country’s debt sustainability. 
 

VI. Completion Point Triggers  
 
6.1 The IDA and IMF have agreed with the Liberian authorities on a number of 
completion point triggers. The intention and spirit of the triggers is to ensure that Liberia 
transforms from the current GEMAP-supported fiduciary arrangements to permanent 
systems and procedures to ensure efficient and effective use of public resources. The 
completion point triggers are summarized below (details are found in Annex 1): 

• Prepare and implement the full PRSP for at least one year; 
• Maintain macroeconomic stability; 
• Publish in the Procurement Bulletin (quarterly) and on the government website 

(monthly) all procurement contracts above specified thresholds5;  
• Complete successive annual external audits in the ministries of Health, Education, 

Public Works, Finance and Lands, Mines and Energy;  
• Implement the new PFM law and supporting financial regulations;  
• Ensure delivery of Basic Package of Health Service to at least 40 percent of all 

health facilities countrywide;  
• Complete a harmonization and regularized Ministry of Education payroll;  
• Develop a public debt management strategy;  

                                                 
5 The thresholds are indicted as: contracts worth over US$25,000 for goods, US$10,000 for consultancy services, 
and US$50,000 for works. Also publication is required for all signed sole-source procurement and concessions 
contracts which have been identified by the PPCC as a result of the PPCC’s compliance and monitoring activities for at 
least 6 months leading up to the completion point 
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• Revise the national investment code;  
• Reporting all payment and revenues in the extractive industries; and  
• Establish an Anti-Corruption Commission. 

 
VII. Bank Group Interventions in Liberia   
 
7.1 The Bank Group has had limited presence in Liberia since the country fell into 
arrears and was suspended from the ADB in 1984.  The prolonged suspension of 
operations led to the cancellation of the entire Bank Group portfolio. Current ADB 
operations in Liberia are in the areas of governance and economic management, 
infrastructure (including roads and water and sanitation) and the private sector. 
 
7.2 Since 2005, the Bank Group has been working towards resumption of cooperation 
with a view to resuming normal operational activities in Liberia. The ADB has 
maintained a close dialogue with Liberia on arrears clearance, including several missions 
to the country in 2005 and 2006 to inform the authorities of the PCCF. Prior to this, the 
government had been making monthly token payments (of US$15,000) to clear arrears 
with the Bank Group. In October 2006, the ADB Boards of Executive Directors approved 
a Country Dialogue Paper for Liberia, focusing on arrears clearance, institutional 
capacity building, and infrastructure rehabilitation. In early 2007, the World Bank and 
ADB initiated a Joint Interim Strategy Note (JISN) for Liberia, which was approved by 
the World Bank Board of Executive Directors on 14 June 2007 and by the ADB’s Board 
on 5 September 2007.  The JISN proposes a program of support for 12 months, ending in 
June 2008, closely aligned with the Government’s I-PRSP.  Bank Group support under 
the JISN focuses on rehabilitating the country’s infrastructure, notably roads and 
water/sanitation facilities, improving governance and economic management and support 
to private sector development. 
 
7.3 The ADB Boards in October 2006 approved a pre-arrears clearance Institutional 
Support Project (ISP) for Governance, Economic Management, and Poverty Reduction, 
amounting to UA3.0 million.  However, the ISP experienced implementation delays, and 
disbursements have not been made yet.  The Bank is expecting a formal request for a 
waiver of one of the disbursement conditions, a request for a non-objection on the partial 
reallocation of project resources, and an annual work plan and procurement plan in order 
to effect the first disbursement. 
 
7.4 Liberia’s arrears to the ADB Group were cleared on December 18, 2007 through 
the PCCF.  The Boards of Directors endorsed the assessment that Liberia, as a PCC, had 
satisfied all the criteria to qualify for financial assistance from the PCCF6. They approved 
the specific flexibilities required for Liberia’s financial circumstances, namely to limit the 
country’s share to a one percent contribution, extend the initial cut-off date of end-
December 2003 to end-December 2007 and include in the financing plan the servicing of 
maturities through end-2008 to prevent reoccurrence of arrears prior to reaching the 
HIPC decision point. The financing plan permitted the country to pay 1 percent, bilateral 
                                                 
6 Liberia: Proposal for Arrears Clearance under Arrears Clearance Programme and Post-Conflict Country Facility.  
Ref.: ADB/BD/WP/2007/153 // ADF/BD/WP/2007/123 dated 17 December 2007. 
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donors to cover 29.7 percent, and 69.3 percent from the PCCF. The ADF had received the 

country’s share in the amount of UA1.62 million, and donors had committed UA48.42 million to 

the proposed program to cover their share. The ADF Board of Directors approved a UA113 

million grant from the PCCF to complete the financing plan for the proposed arrears clearance 

program; and the Boards of Directors approved the lifting of sanctions on Liberia. 

 

VIII.  Delivery Modalities 
 

8.1  As shown in Table 3 below, the Bank Group’s required contribution to Liberia’s debt 

relief amounts to US$238.1 million in end-June 2007 NPV terms, representing 90.48 percent of 

the NPV of debt owed to the Bank Group. Contributions from donors and the PCCF to the Bank 

Group’s arrears clearance operation for Liberia amounts to US$ 252.3 million at end-June 2007, 

resulting in an over-delivery of Bank Group debt relief to Liberia in the amount of US$ 14.22 

million in June 2007 NPV terms, at decision point. Thus, the entire amount of ADB’s 

contribution to Liberia’s debt relief has already been provided to Liberia through the arrears 

clearance operation of December 2007, as per the agreement reached with the HIPC Trust Fund. 

Consequently, no further disbursement will be necessary to deliver interim relief to Liberia. The 

total debt relief committed by the creditors, including the Bank Group, will be revised during the 

DSA exercise at completion point. 
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Table 3: Indicative Bank Group Delivery of HIPC Debt Relief 

 

                                             NPV of Debt                CRF                    Required Debt Relief (NPV)                                                                             

Bank Group                           263.11                    90.48%                              238.08 

Arrears Clearance Operation               Original currency                                   $EU 

Contributions                                 Currency           Amount, mn                      Amount, mn.
7
 

PCCF                                                UA                    113,0                                171,3 

USA                                                  US$                     15,0                                  15,0 

Germany                                           EUR                     7,0                                    9,5  

United Kingdom                               EUR                     5,3                                    7,1 

South Africa                                     US$                      3,6                                    3,6  

Denmark                                           DKK                     4,1                                    0,8 

Switzerland                                       US$                      3,0                                    3,0 

Norway                                             US$                      3,8                                    3,8 

Nigeria                                              US$                     13,0                                  13,0 

Sweden                                             US$                      4,0                                    4,0 

EU                                                    EUR                     8,0                                   10,8 

Netherlands                                      EUR                     2,0                                   2,7 

Spain                                                US$                      2,0                                    2,0 

Canada                                             US$                      4,6                                    4,6  

Finland                                             EUR                     0,8                                    1,1         

Debt Relief Credit to AfDB        :                                                                       252.3 

Amount of Over-Delivery                                                                                     14.22 
Source: Liberia: Proposal for Arrears Clearance under Arrears Clearance Programme and Post-Conflict Country Facility. Ref.: 

ADB/BD/WP/2007/153 // ADF/BD/WP/2007/123 dated 17 December 2007 and ORPC HIPC Database 

 

Legal Aspects of Debt Relief Operations 

 

8.2  Debt relief to the Republic of Liberia, provided in accordance with the terms described in 

paragraphs 7.4 and 8.1, will be reflected in the applicable legal instruments under the enhanced 

HIPC framework. 

 

IX.  Recommendation 
 

9.1  The Boards of Directors are invited to: (i) approve Liberia’s qualification for HIPC 

assistance at the decision point under the Enhanced HIPC Initiative; (ii) approve the Bank 

Group’s share of HIPC debt relief for Liberia, equivalent to US$ 238.1 million in end-June 2007 

NPV terms and (iii) note that the Bank Group’s assistance comes entirely in the form of grants 

through the PCCF arrears clearance mechanism already provided in 2007. 

  

                                                           
7 World Bank and IMF (2008). Liberia – Enhanced Heavily Indebted Poor Countries’ Initiative. Decision Point Document, 

February 27, 2008. Discount and Exchange Rates Assumptions : Page 36, Table A3 
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Annex 1 

IMF/World Bank HIPC Completion Point Paper for Liberia 

 

http://www.imf.org/external/pubs/ft/scr/2008/cr08106.pdf 

 

http://www.imf.org/external/pubs/ft/scr/2008/cr08106.pdf



