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l. INTRODUCTION

1. The Bank Group Board of Executive Directors approved the Liberia Joint African
Development Bank/World Bank Assistance Strategy 2008-2011 (JAS) and Eligibility to the Fragile
States Facility in December 2008'. The overarching aim of the JAS is to support Liberia’s
transition from post conflict recovery to long-term development. The strategy was articulated
around the following two pillars: Pillar I “Rebuilding core state functions and institutions” and
Pillar II “Jump-starting and facilitating pro-poor economic growth”. The JAS was designed to
support Liberia’s first full Poverty Reduction Strategy (PRS) April 2008 - June 2011, which is
built around four pillars: (i) Peace and Security, (ii) Economic Revitalization, (iii) Governance and
Rule of Law, and (iv) Infrastructure and Basic Services, with gender equity, peace-building,
environmental sustainability, HIV/AIDS, children and youth, and Monitoring & Evaluation (M&E)
cross-cutting themes. The JAS is fully aligned to Pillars II, III, and IV of Government’s PRS,
focusing also on the cross-cutting themes of capacity development, gender, the environment, and
job-creation for youth employment as important elements of the strategy. The JAS is also fully
aligned with the Bank’s Medium Term Strategy 2008-2012, with strong sectoral emphasis on
infrastructure, governance and the private sector, contributing to regional integration and fragile
states assistance and agriculture, with knowledge generation, climate change and gender
mainstreaming.

2. The Board of Executive Directors commended the JAS close alignment with the PRS, its
focus on results, and the continued close collaboration between the World Bank and the African
Development Band (ADB). They also appreciated Liberia’s progress in maintaining peace and
security, macro-economic stability, as well as in improving governance. They also noted the
efforts that need to be made to get the country back on a sustainable path of growth and
development while reducing poverty and attaining the Millennium Development Goals (MDGS).
They endorsed the JAS 2008-2011 Cover Note and agreed Liberia’s eligibility to Fragile States
Facility (FSF) financing.

3. This report aims to assess progress made to date in the implementation of the JAS including
portfolio performance, and to request an extension of eighteen months up to December 2012. The
report is structured as follows: after a short introduction in chapter I, chapter Il presents an update
of the country context and recent political and socio-economic developments. Chapter 111 assesses
progress made to date in the implementation of the JAS; this includes a review of portfolio
performance. Chapter IV provides an overview on lessons learned at mid-term. Chapter V
proposes extending the JAS until December 2012 and the Bank Group’s indicative pipeline of
interventions for this period, to be financed under ADF-12 and the FSF. Chapter VI draws
conclusions and makes recommendations for Board approval.

! The World Bank Board approval was in April 2009.



1. COUNTRY CONTEXT AND RECENT DEVELOPMENTS

2.1 Recent Political Developments

4. Liberia was designated an electoral democracy for the first time in 2005, having just
emerged from 14 years of civil conflict. After elections that were deemed free and fair by
international observers, Ellen Johnson Sirleaf of the Unity Party took office in January 2006. The
bicameral legislature, however, is dominated by opposition parties and independents. The Unity
Party has only eight representatives out of 54 seats, and 2 senators out of a 30-seat Senate. There
have also been several local by-elections, mostly won by opposition political parties, but
government resource constraints have hindered mayoral and other local elections. In order to
ensure smooth government operations pending the 2011 general and Presidential elections, the
Supreme Court has ruled that the President could appoint local officials. President Sirleaf has
announced that she will run for President for a second term. George Weah (Liberty Party), who
lost the 2005 run-off election and Charles Brumskine (Congress for Democratic Change), the third
candidate in the 2005 elections have also announced their plans to run for the presidency, and have
agreed to form a coalition and to run against the incumbent on a single ticket.

5. Since 2006, Liberia has made impressive progress in the areas of political rights, civil
liberties, and freedom of the press, with Liberia ranking 20" out of 53 African countries in the
2010 Mo Ibrahim index of Participation and Human Rights. Despite the opposition-led
Legislature, the Government has been successful in implementing significant reforms.
Furthermore, the Government has been promoting national healing and national unity through, for
example, the establishment of the Truth and Reconciliation Commission, as well as through
“inclusive governance” to ensure that all ethnicities have voice and representation. The security
situation is generally stable albeit fragile and vulnerable to political instability in the region, with a
sizeable United Nations (UN) peace-keeping force of more than ten thousand soldiers and police
remaining on the ground until at
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implementation rate of the PRS has reached 20% in the first year, and 80 percent as of the second
year. The long-term vision currently being developed by the country is to attain middle-income
status by the year 2030. The economy has performed well during 2008-2010 with real Gross
Domestic Product (GDP) growth rates averaging 6.0%, though much reduced from the double-digit
growth rates envisaged under the PRS. The global financial crisis has adversely impacted
Liberia’s economic performance particularly in 2009, slowing economic growth, reducing
employment in the rubber sector, and delaying investments in iron ore mining. Real GDP growth
rate has rebounded from 4.6% in 2009 to 6.3% in 2010, led by the rubber sector and the restart of
commercial logging. Economic growth has outperformed that of Sub-Saharan Africa (SSA) and
other comparator groups (Figure 1). Liberia’s near term prospects are positive as the pace of new
investment in iron ore and commercial agriculture as well as a rebound in rubber prices are
expected to further increase real GDP growth rates to 8.8% in 2011 and 11.7% in 2012.

7. Monetary Policy: The monetary policy framework has successfully focused on maintaining
low and stable inflation by targeting broad exchange rate stability. Inflation remains on a
downward trend since the 2008 sharp rise, with average consumer prices inflation estimated at
7.4% in 2009 and 7.2% in 2010 and projected to 4.3% in 2011. Exchange rate depreciation against
the US dollar during 2008-09 has maintained inflation at higher levels than those targeted under
the PRS. The weakening of the Liberian dollar is attributed to a weakening of foreign exchange
inflows from exports, private capital, and remittances. During 2010, inflationary pressure has
eased due to lower fuel and food prices, and net inflows of foreign exchange have stabilized the

real exchange rate. - — _
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US$884 million to US$711 million between 2008 and 2009. Reserve cover increased from 0.8 in
2008 to 2. 6 months of imports in 20107 reflecting the narrowing current account deficit due to the
reduction in imports. Starting in August 2009, the reserve position has been considerably
strengthened by the International Monetary Fund (IMF) Special Drawing Rights (SDR) allocation,
and the Government continues to promote the use of Liberian dollars which could further enhance
reserve adequacy. Dedollarization is being undertaken gradually through promoting the use of
Liberian dollars in government transactions and through mobile money transfers.

9. Fiscal Performance: Due to pre-debt relief unsustainable public debt, the government has
continued to maintain a cash-based balanced budget without arrears. Government revenues have
been rising during the PRS period, growing by 36%, 5.2% and 30% during 2008-10. Revenues
growth is expected to be in the single digits in the medium term. Budget execution was mainly on
track despite some delays in non-tax revenue payments such as a US$ 20 million Bong mines
concession payment. Shortfalls in the last fiscal year were counterbalanced by cuts mainly on
capital expenditure, and by delaying scheduled income tax decreases to 2011.

10.  External Debt: Liberia reached the Heavily Indebted Poor Countries (HIPC) Initiative
Completion Point (CP) in June 2010. Liberia qualified for debt relief of US$ 2.7 billion of which
US$ 240.2 million is from the ADB.? Liberia also qualifies for additional debt relief under the
Multilateral Debt Relief Initiative (MDRI). The African Development Fund (ADF) would provide
UA 13.23 million in nominal terms. HIPC and MDRI will bring the net present value of debt-to-
exports in FY2010/11 from 266% to 22.9%, and the risk of future debt distress is deemed low.
Sensitivity analysis indicates some vulnerability to FDI flows, lower GDP growth, and lower
concessionality on new borrowing. The Government’s post-completion point debt strategy aims to
maintain low debt vulnerabilities while providing for critical infrastructure financing needs.

11.  Structural reforms and Economic Governance: Liberia achieved significant progress in
implementing critical structural reforms particularly in the area of Public Financial Management
(PFM), budget process, tax policy and tax administration, and debt management. These include:
modernizing information systems, adopting a chart of accounts, budget preparation in accordance
with a newly passed PFM Act, improved fiscal reporting, accounting, and internal audit. The
Liberian Investment Code was amended in 2010 to reduce the scope for discretionary granting of
investment incentives, and work is underway to compile national accounts data. Transparency has
increased through increased external audits of ministries, publishing of procurement contracts, and
complying with the requirements of the Extractive Industries Transparency Initiative (EITI),
including forestry and commercial agriculture. In 2009, Liberia was the first African country to
reach EITI-compliant status and the second country in the world to be designated as EITI

2 This measure excludes Government US dollar deposits at the Central Bank, given the high degree of dollarization in
the economy. After prudent consideration with the IMF and based on lessons learnt, the Government decided not to
force de-dollarization so as not to destabilize the country, but to do it gradually through increased reliance on the
Liberian dollar.

* In end-June 2007 present value (PV) terms



compliant, and the first country to have included the forestry sector in its reporting. The Anti-
Corruption Commission was also established and has become operational as of 2009. Liberia
ranked 87" out of 178 countries with a score of 3.3 on Transparency International’s 2010
Corruption Perceptions Index.

12. Business Climate and Private Sector Development: In the financial sector, reforms were
implemented to improve the sector’s stability and to increase access to intermediation and financial
services, including the microfinance sector. This will improve the currently low rate of credit in the
economy (9% of GDP). Administrative reforms have significantly improved efficiency in starting a
business, dealing with construction permits, and trading across borders. In 2009, the World Bank
Doing Business Report placed Liberia among the 10 Best Business Reforming countries in the
world. Reforms in investment incentives and commercial code and courts as well as changes to the
Revenue Code in 2010 will significantly support private sector development. Liberia further
expects to accede to the World Trade Organization in 2012. Nonetheless, inadequate
infrastructure, human capacity constraints, protection of property rights and land tenure, and
limited access to finance still constitute significant barriers to investment and private sector
development.

13. Progress on MDGs: Liberia is one of the poorest countries in Sub-Saharan Africa with an
average per capita income of US$160 and a poverty headcount ratio of 83.7 percent. The country
ranks as 162 out of 169 countries on the Human Development Index (2010). In 2005, Liberia
already had a five-year handicap with respect to attaining the MDGs. Over the last few years,
significant progress has been made, and Liberia is likely to achieve Goal 3 on gender equality,
Goal 6 on HIV/AIDs, malaria and other diseases, and Goal 8 on global partnership. Liberia is off
track for attaining all other MDGs (see Annex 9). The FY09/10 budget allocated 21% of total
outlays on health, education and other social and community services, but the budgetary resources
are small relative to the needs. The Government aims to attain these goals in the context of the
Vision 2030 currently being developed.

14, Health: The Government rehabilitated clinics and community health facilities; strengthened
the national health strategy to fight HIV/AIDS and provided bed nets in malaria endemic
communities as well as medicines for new tuberculosis cases. Life expectancy, infant and child
mortality improved, while maternal mortality is among the highest in the world. Access to quality
health services remains low, and about half the population lacks access to safe water and sanitation
facilities. Serious efforts have been underway to reduce the incidence of Malaria and notable
progress has been achieved in this area. HIV prevalence is estimated at 1.7 percent (2007), and
antiretroviral therapy coverage increased from 10% in 2006 to 17% in 2007. 2009 estimates of
child immunization rates against tuberculosis and against measles are, respectively, 92 % and 95%,
surpassing Africa average rates.

15. Education: The Government has implemented free and compulsory basic primary
education nationwide, which has led to markedly increased school enrollments, and has
rehabilitated schools. Despite the significant progress that has been achieved in this area, Liberia is



unlikely to achieve MDG 2. The youth literacy rate has increased from 60% in 1994 to 75% in
2008, with Liberia ranking as 95 out of 215 countries on this indicator. Nonetheless, access to
training for adults is limited, and there is a high illiteracy rate amongst adults (49.1 percent of
women illiterate and 39.8 percent of men). There are currently 10,030 (33%) women pursuing
tertiary education.

16. Gender: A national gender policy has been approved and a national Action Plan on the UN
Security Council Resolution 1325 was adopted in 2010. Liberia has been named as the winner of
the 2010 MDG 3 award for outstanding leadership, commitment and progress toward the
achievement of the MDG-3. The country's ratio of female to male enrolled in primary and
secondary schools has increased to 90 percent in 2009 at the primary level and 75 percent at the
secondary level. The proportion of seats in the National Legislature has increased to 13 percent.
The 2008 estimate of literacy rate of female youths is 80%. Nonetheless, adult women still lag
behind in terms of access to productive resources and to equal opportunities and participation in
management and decision making at all levels of society. Gender-based violence is a serious
problem, affecting women’s and girls’ health and increasing their risk to HIV/AIDS and other
sexually transmitted diseases.

17. Regional Integration: Liberia is a strong proponent of regional integration and conflict
prevention, and is keen on achieving higher growth rates through regional approaches as evidenced
by its membership of the Economic Community of West African States (ECOWAS) and the Mano
River Union. Diversification and regional integration are a cornerstone of its shared growth
strategy. Nonetheless, little progress has been achieved so far, as the sub-region faces the
significant challenges of inadequate infrastructure, slow process of implementation of agreed
protocols, difficulties in involving the private sector and civil society in regional integration
efforts, and ongoing fragility as evidenced by the recent crisis in Ivory Coast. With the debt
overhang behind it, Liberia is currently in a better position to pursue the financing of infrastructure
to reap the benefits of regional integration and trade.

18.  Country Policy and Institutional Assessment (CP1A) Performance: Despite the serious
drive for reform implementation, the harmonized CPIA ratings for Liberia have stagnated around
3.2 due to the low base from which the country started. Particular strengths have been in the areas
of macroeconomic management, fiscal policy, equity of public resource use, quality of budgetary
and financial management, efficiency of revenue mobilization, and transparency and control of
corruption. Priority areas for reform in the medium term are in the financial sector and property
rights, particularly as concerns land reform, so as to promote private sector investment.

I1l. STRATEGY IMPLEMENTATION AND RESULTS AT MIDTERM
3.1.  Status of JAS Outcomes at Midterm

19. Bank assistance under the JAS was framed in terms of two pillars: (i) Rebuilding core state
functions and institutions; and (ii) Jump-starting and facilitating pro-poor economic growth. The
second pillar encompasses improved access to key infrastructure services, improved agricultural



and natural resource management in a way that generates pro-poor growth; and improved business
and investment climate. The JAS articulates a set of six outcomes, mainstreaming capacity
development, gender and environmental sustainability, with regional integration as an essential
growth component (Table 1)*. The JAS results framework uses Liberia’s PRS as its starting point,
and narrows down the range of PRS objectives to those that the ADB and World Bank Groups can
demonstrably contribute to. The results framework is closely linked with the expected results of
the ongoing portfolio of operations and analytical work.

Table 1 Summary of JAS Outcomes at Midterm*
JAS Outcome s & Indicators

| Status at Midterm

Pillar 1 — Rebuilding of Core State Functions and Institutions (aligned with PRSP Pillar 111)

1. Improved efficiency of budget preparation and execution and enhanced revenue administration Substantially Met

Pillar 2 — Jump-Starting and Facilitating Pro-poor Growth (aligned with PRSP Pillar 11 &IV)

3. Improved access to key infrastructure services Partially Met.

4. Improved agriculture and natural resources management in a way that generates pro-poor growth | Partially Met

Substantially Met

5. Improved business and investment climate

6. Increase access to social protection and social services in the face of shocks Partially Met

20.  Table 2 shows that all programmed operations were realized except for the Buchanan
Renewable Power private sector project which was dropped, and the iron ore project which has
been delayed due to the financial crisis. In addition, three unprogarmmed operations were
approved: a supplement to the budget support to respond to the financial crisis, an emergency
operation to combat a caterpillar invasion, and adding Liberia to the regional West Africa
Monetary Zone project.

Table 2 Bank Operations, 2008-2010

Governance/Multisector-Pillar |

1. PFRMRSP |-Budget Support (FSF and 2008 | 2008 and Supplement 12.00 15.4
AFCR) in 2009

2. PFRMRSP I1-Budget Support (ADF/ FSF-12) 2011 On track - -
West Africa Monetary Zone Project (multi- Not Programmed 2010 0 5
national)

Pillar 11

Monrovia Expansion and Rehabilitation of 2009 Delayed to 2010 20.00 26
Three County Capitals (ADF-11/FSF)

Agriculture Sector Rehabilitation Project (ADF- 2009 | Split between 2009 and 12.00 12.5
11) 2010

Emergency Operation to Combat Caterpillars Not planned 2009 0 0.7
Contribution to Regional Programs (ADF-11) 2008-11 None required 1.82 0
FSF Targeted Support Window Activities 2008-11 On track up to 2.00 3.0
Buchanan Renewable Power (Private Sector) -- Dropped -- 0
Iron Ore Project (Private Sector) -- Delayed to 2011 -- 0
Credit Line/equity to LBDI (private sector) 2009 2009 8.00 3.3
Total 56 66

* Under the JAS, the ADB selected 5 out of the 6 outcomes, and does not contribute to Outcome 2 on

improved civil service.




21. Economic and Sector Work (ESW). The delivery rate on programmed analytical work
(Table 3) fell short of target, with only the needs assessment study and the Public Expenditure
Management and Financial Accountability Review (PEMFAR) delivered on time, while others are
on track for delivery a year later. However, five unprogrammed studies were undertaken in an ad-
hoc manner, as sectors became more acquainted with the knowledge gaps in the country. This late
engagement is partly due to the ADB’s absence in Liberia prior to the arrears clearance in late
2007. Work on the Public Expenditure and Financial Accountability (PEFA) study has started.
The Gender profile has not been undertaken due to lack of funding; however Trust Fund resources
are being sought. The Water Sector Reform study has been completed. Other studies that are
underway that were not programmed under the JAS but were requested by the Government are:
Transition to Independent Revenue Authority, peace-building and youth employment, private
sector study, forestry management study, and agribusiness case study. Two studies are financed
through FSF 3, two through bilateral trust funds, and one through the administrative budget. These
studies deepen the Bank’s and the Government’s knowledge of PFM, youth employment, private
sector bottlenecks, the sustainable management of natural resources, and successful diversification
in the agri-business sector. The Bank also provided technical assistance in the form of consultants
hired through the FSF 3 or directly through projects. The ESW have been an essential component
of reform dialogue with the Government and Partners on PFM, water supply and sanitation, and
agriculture and natural resource management. The World Bank approved Analytic and Advisory
Activities with lending underpinnings to provide advice to the Government of Liberia. Both Banks
maintain close dialogue with the Authorities as well as with Development Partners through the
Multi-Donor Budget Support (MDBS) framework.

Table 3: Analytical Work 2008-2010

Product Indicative Year Status
Pillar | PEMFAR 2009 2009
PEFA 2010 Delayed to 2011
Needs Assessment Study 2009 Delivered 2009
Transition to Independent Revenue Authority Not Programmed 2011
Pillar 11 Wiater Strategy 2009/10 Delayed to 2011
Water Sector Reform Study 2009/10 Delayed to 2011
Agriculture and Agro-Industrial Development case Studies Not programmed 2011
Forestry and Natural Resources Management Support Study Not programmed 2011
Peace Building and Youth Employment Not Programmed 2011
Private sector Study Not Programmed 2011
Cross-Cutting Gender Profile 2009 Delayed to 2011

22.  Table 1 provides a summary assessment of implementation progress, while Annex 4

provides a detailed update on deliverables for the ADB and the World Bank. Good progress has
been made with respect to outcomes 1 and 5, due to the reforms undertaken in PFM, transparency,
as well as with respect to private sector development. Bank contribution under the Public
Financial Management Reform Support Programme (FMRSP), the Institutional Support Project
(ISP) and FSF targeted support are included in Annex 1. Performance on outcomes 3, 4 and 6,



however, is mixed. Under Outcome 3 as concerns transportation, non-delivery on the part of the
consultants hired for the Labor-Based Public Works Project (LBPWP) for the engineering of the
Fishtown-Harper road has delayed delivery by one year while other deliverables under the project
have been completed or are on track. The non-performing consultant has been dismissed, and
measures are underway to recruit another consultant. Under outcome 3 as concerns water and
sanitation, deliverable have been delayed as the decision to make the ADB the lead Donor in the
Water Supply and Sanitation sector has shifted responsibility for some deliverables from the World
Bank to the ADB, which has required some consolidation and redesign work (see Annex 3 for an
overview). The delivery under this outcome has then been rescheduled to 2011-12. Under
outcome 4 as concerns agricultural growth, the Agriculture Sector Rehabilitation Project (ASRP)
was launched in March 2010, with deliverables reported to 2011-2012. Targets under Outcome 6
as concerns to increased social protection are partially met, with an estimated 125,000 person-days
of employment having been created through the LBPWP; the target is expected to be reached when
the Fishtown-Harper road works are completed in end 2011. This is an important aspect of the
project that addresses youth employment through the use of labor-based methods, as well as builds
the Public Works Ministry to use this method in future.

23.  World Bank Results: Overall results on the World Bank side to date have been positive
with mixed and uneven achievements. There was remarkable progress in public financial
management reform, which contributed to improve economic governance. The Forestry Sector has
also performed very well, while results in Agriculture have lagged behind due to implementation
delays. The World Bank has mobilized more resources through Trust Funds. The Output and
Performance based road contracting methodology, an innovative results-based instrument was
introduced in the Transport Sector.

24.  Capacity Development has been an essential component of all Bank interventions, both
through the projects and particularly through the FSF targeted support resources (see Annexes 1, 4,
and 7). The bulk of capacity development has supported PFM reforms, as well as improving
capacity for the implementation of the agriculture and water supply projects. The LBPWP
provided training to engineers and local contractors in road maintenance and labor-based methods.
The lack of national statistical capacity and the resulting gap in data that would underpin policy
decisions clearly shows that a more comprehensive approach is needed to build statistical capacity
at the national level rather than on a project basis. Efforts are underway by the ADB statistical
department to provide technical assistance as well as capacity building to the Liberian national
statistics office. Through the Statistical Capacity Building program, the Bank has committed USD
552,400 toward statistical capacity building in Liberia to improve Price statistics, National
accounts, design and implementation of the National Strategy for Development of Statistics
(NSDS), and Social Statistics areas including: MDG monitoring, development of civil registration
and vital statistics databases, and infrastructure statistics. A proportion of the funds have been
earmarked for gender statistics and other cross cutting areas such as environment/climate change,
and labour statistics.



25.  Gender mainstreaming was also emphasized through the specific targeting of gender-
related indicators in projects results-based matrices, as well as through hiring gender specialists on
the project management teams. A significant proportion of workers hired on the labor-based
public works project, and a large proportion of the clients of Access Bank Liberia are reported to
be female. There is need, however, to better track this indicator in Bank projects. Environmental
considerations are addressed on a project basis as per Bank policy.

26. Regional Integration: The Bank approved a supplementary grant of UA 5.0 million to
include Liberia in the West Africa Monetary Zone (WAMZ) Payments System Development
Project, which was just launched in Liberia in December 2010. This project aims to improve the
basic infrastructure of the financial sector in the WAMZ region through the upgrade of the
payments systems of the four WAMZ countries, i.e., the Gambia, Guinea, Sierra Leone, and
Liberia. This will increase participation of the private sector and private citizens in the formal
financial sector and enhance financial flows at the regional level. This project fits under Pillar I of
the Bank’s proposed Regional Integration Strategy for West Africa 2011-2015 on linking regional
markets through trade and investment facilitation.

217. Risks and Bank Responsiveness: Outside the JAS intervention program, the Bank was very
quick to respond to two crises that the country faced: the global financial crisis, as well as a
caterpillar invasion that prompted the President of Liberia to declare a state of emergency. One
constituted an external shock on the level of incomes and prices, while the other constituted a risk
to the internal stability of the country. The bank was quick to respond through two small but very
effective operations. The supplemental budget support was provided to fill some of the gap in
Government revenues that arose from to the financial crisis, helping to preserve PRS-related
expenditures as well as IMF program targets and HIPC CP triggers. With respect to the caterpillar
emergency response operation, it contributed to Liberia’s PRS on three fronts: one is to maintain
peace and stability as sensitization went a long way in calming people’s fears and reassuring them
about the Government’s presence and control of the situation. Two, it contributed to capacity
building both at the Ministry level, but also at the community level to deal with pest invasions in a
timely and effective manner. And three, it contributed to the rehabilitation of wells and water
treatment, facilitating the provision of basic social services (see Annex 2).

28. Bank Group Private Sector Support: Two private-sector operations are under
implementation in Liberia: Access Bank Liberia and Liberia Bank for Development and
Investment (LBDI). Access Bank Liberia is a very successful operation having exceeded its 2011
target in late 2010, managing near 30,000 accounts, and has provided over 5000 micro-loans,
resulting in business expansions and increased cross-border trading. LBDI, however, which was
approved in June 2009, has experienced some delays due to the request of the Client to convert part
of the USD 5 million loan into equity, which was declined by the Bank. It is expected that the sub-
debt facility agreement will be finalized by end mach 2011. The mining project that was under
exploration at the time has been delayed due to the global financial crisis, but is now back under
exploration.
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29.  Contribution to MDGs: Progress towards MDG targets was slow, as a result of post
conflict realities. The Bank contributed to all MDGs though the provision of budget support which
supported the protection of priority PRS spending. This also included a component in response to
the food crisis which directly supported MDG1. It also directly contributed to MDG 8 by
supporting the reforms necessary to achieve HIPC CP and through dialogue. The LBPW project
contributed directly to MDG1 by providing employment, and to MDG2, 4, 5 and 6 by
rehabilitating schools and health facilities. Access Bank Liberia contributed directly to MDG 1 by
providing loans that provided jobs and increased trade. The emergency operation also contributed
to MDG 1, 4, 5, 6 and 7 by preserving livelihoods and stability, rehabilitating wells, and protecting
the environment. Support to the EITI contributed to MDG 7 for sustainable extraction of natural
resources.

3. 2 Country Resource Issues

30.  Liberia’s initial ADF 11 performance-based indicative country allocation as of 2008
amounted to UA 29.81 million, which then was increased to UA 31.72 million in 2009 and finally
to UA 36.6 million after the CPIA exercises of 2008 and 2009 respectively. The FSF supplemental
financing amounted to UA13.01 million, and indicative FSF financing from the targeted support
window amounted initially to UA 1.3 million but was increased to UA 4.0 million as of 2010.
Additional financing from the African Food Crisis Response amounted to UA 3.0 million. The
increase in the performance-based allocation as of 2009 was immediately used to provide
supplementary budget support in response to the global financial crisis. Liberia was the first
country to benefit under the Bank’s response to the financial crisis. The increase in the
performance-based allocation as of 2010 was used to augment the size of the water supply and
sanitation project, on the grounds that the Bank is the lead Donor in the sector, and that this
allowed the provision of basic infrastructure services in areas outside of the Capital Monrovia. The
project also covers some key elements to complete the rehabilitation of the White Plains water
treatment plant due to insufficient funds under the Department for International Development
(DfID)-funded Monrovia water supply rehabilitation project. The World Bank was able to deliver
a larger program than initially planned and thus was able to address the food price and global
economic crisis. The regional envelope as well as a significant number of Trust Funds
supplemented the initial country allocations. In addition, the World Bank front loaded funds to
infrastructure, so as to attract the private sector in the bidding process.

3.3 Country Portfolio Performance Review

31. There are ten (10) on-going projects in the current portfolio at different stages of
implementation with a total approved amount of UA 68.33 million. Altogether, the Water &
Sanitation sector (Infrastructure) accounts for UA 32.94 (48%), Social Sector UA 15.24m (23%),
Agriculture (and Emergency) UA 13.17m (19%), Private Sector UA 3.99m (6%) and Multi-sector
UA 3.0m (5%). This does not include funds due to Liberia for joining the WAMZ Payment
Systems Development Project, a multinational operation with Sierra Leone, Gambia and Guinea,
and which was just launched in December 2010. The average size of projects in the portfolio is
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UA 6.8m. Table 4 presents the sectoral distribution of on-going projects, and detailed
characteristics are provided in Annex 5.1. The PFMRSP and its supplement, totaling UA15.4
million approved under the JAS have disbursed and closed in May 2009, with a satisfactory rating.

Table 4

32. Out of the Sectoral Distribution of Portfolio as at January 2011

. . Sectors Apprvd. Amt. | % of P’folio | Cummulative% Disb
eleven  (including (UA million)

H Water &Sanitation 32.94

WAMZ proj eCt) Monrovia (Watsan) & 3 Counties 1.34
on-goi ng proj ects in | Liberia Water Sector Reform 1.49 48.00 10.00

. . Urban Water Supply & Sanitation Project 26.09
the pOfth| 10, elght Monrovia Water Supply Rehab (DFID) 4.02
were rated in the Social E9a
last one year. TwoO | Labour-Based Public Works Project 15.24 23.00 25.19
are  new proj ects Agriculture 13.20
not due for Agricultural Sector Rehab. Project (ASREP) 12.50 19.00 6.5

L Emergency Assistance (caterpillar infestation) | 0.67
supervision and one

. Private Sector 4.00
was supervised but | access Bank Liberia (Technical Assistant) 0.67 6.00 12.00
not rated. Liberia Bank for Development & Investment | 3.30
Assessment of the Multi-sector 3.00
Institutional Support Project (ISP) 3.00 4.00 50.53

portfolio is based
on the supervision TOTAL / AVERAGE 68.33 100 15.2

ratings of the eight projects. Table 5 presents summary of project ratings.

Table 5: Portfolio Performance as at January, 2011
Projects PP/PPP Implementatio Impact on Overall
n Progress Development Assessment

1. Monrovia Water & San. Extension and 3 Non PP / Non PPP 2.23 2.50 2.37
Counties
2. Liberia Water Sector Reform Study Non PP / Non PPP 2.42 2.38 2.40
3. Urban Water Supply Sanitation * * * *
4. Monrovia Water Supply & San. Non PP / Non PPP 1.80 2.00 1.9
Rehabilitation
5. Technical Assistance to Access Bank ** ** ** *x
6. Liberia Bank for Dev. And Investment * * * *
7. Emergency Assistance to Control Non PP / Non PPP 3.00 3.00 3.00
Caterpillar
8. Agricultural Sector Rehabilitation Project PP 1.45 2.67 2.08
9. Institutional Support Project Non PP / Non PPP 2.36 3.00 2.68
10. Labor-Based Public Works Project Non PP / Non PPP 2.09 3.00 2.55
11. West Africa Monetary Zone Non PP / Non PPP 231 1.67 1.99
Development Project

1PP 2.21 2.53 2.37

*New projects not supervised/rated; **Project supervised but not rated
33. Overall the portfolio is rated 2.37 and is satisfactory. The average Implementation Progress

rating is 2.21 while the average Development Objective rating is 2.53. The portfolio has one
problematic project namely the ASRP.> The Bank’s portfolio at risk (PAR)° is 9% and

® As of February, 2011, the project is no longer rated as problematic.
® the percentage of the number of projects at risk to the total number of rated operations.
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commitments at risk (CAR)" UA12.5 million. ASRP has picked up the status of being a
problematic project (PP), due to delays in project office set up and initial staff recruitment. During
the year up to the portfolio review, most of operations rated were supervised only once, far less
than the target of 1.5 and Bank-wide average of 1.5. Moreover, the quality of supervision
sometimes suffers due to inadequate skill mix of such missions, due particularly to conflicting
mission schedules. This has improved through better mission programming.

34.  Generally implementation challenges are due to disbursement and financial management
difficulties, procurement delays due to difficulty in identifying and recruiting performing
consultancy firms, as well as absence of capacity to generate project cycle data continuously from
administrative records. This could be addressed through a better mix of Technical Assistance (TA)
and oversight to implementing agencies, provided on a continuous basis. Sierra Leone Field Office
(SLFO) has been providing support on capacity building (sensitization on Bank’s procurement
rules and procedures), procurement planning, and preparation of tender documents, while the
Bank’s statistics department has been building capacity and providing TA in data generation and
M&E. As Bank knowledge of Liberia has been improving, projects are increasingly better tailored
to local conditions in their design.

35. Disbursement. The overall cumulative disbursement of the portfolio stands at 15.2%;
down from 44% as a result of the recent approval of UA 26.09m for the Liberia Urban Water
Supply and Sanitation Project. In general, most of the projects in the portfolio have a low
disbursement rate. This has to do with age of the projects in the portfolio, which averages less than
2 years. It is expected that the disbursement rate will increase significantly as the portfolio
matures. The Institutional Support Project, at nearly 4 years is the oldest project in the portfolio,
and has the highest disbursement rate of 56%. The project will close in September 2011 and is on
track to fully disburse by then, having requested two extensions, with local training remaining as
the only outstanding activity. At 2.8 years, the social sector project LBPWP has disbursed 29.8%,
and slow disbursement is due to the delays associated with the commencement of the Fishtown-
Harper Road. In this regard, the non-performing engineering consultant has been terminated, and
efforts are underway to recruit a new one.

36. Comparative Assessment of Portfolio Performance Compared with other fragile states
and Bank-wide operations, the Liberia portfolio has performed well. It has less problematic
projects and hence better PAR and CAR. The average size of the operation is much smaller than
Bank-wide average. During the portfolio review mission, it emerged that although the World Bank
has been in Liberia for a much longer period, there was no significant differ