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EXECUTIVE SUMMARY
1.
The preparation of a new ADB Country Strategy Paper (CSP) for Liberia for 2013-2017
coincides with the launching of the Government’s development agenda for the next five years,
the Agenda for Transformation (AfT) for 2012-2017. After nearly a decade of post-conflict
growth and relative peace and stability since the end of the conflict in 2003, considerable
challenges remain, with a huge infrastructure deficit and considerable governance, institutional,
and capacity constraints, and continuing risks of instability. The ADB’s Country Strategy Paper
(CSP) for Liberia covering 2013-2017 will build on its on-going portfolio and earlier
achievements to selectively address the challenges laid out in the AfT.
2.
Extensive consultations and analytical work have identified critical constraints to growth
as energy and transportation. These infrastructure bottlenecks prohibit inclusive private sector
development, diversification, and increased productivity. Weak capacity and institutions also
constrain the implementation of Government’s investment plans and private sector development.
Stronger institutions will be critical for Liberia to ensure the whole society benefits from the
country’s wealth, which will reduce the key factors of conflict. Therefore, to support Liberia’s
transformation towards a stable, inclusive economy, the proposed Bank strategy over 2013-2017
will be guided by two strategic pillars:
i
Promoting inclusive economic growth through transformative infrastructure investments.
This pillar will invest in Liberia’s key constraints to growth, focusing on energy and road
infrastructure, to promote a competitive private sector, increased agricultural production and
market access, employment creation across age and gender, and improved welfare and public
service delivery. An emphasis will be placed on reducing exclusion, increasing regional and
national integration, and promoting green and climate resilient investments.
ii
Enhancing governance and the efficient management of resources. Given the on-going
fragility of Liberia, this pillar will promote sustainable economic governance. Through budget
support reforms and institutional support, it will improve the policies and capacity of the
Government, private sector, and civil society to manage resources effectively and transparently
in line with the AfT, maintain macroeconomic stability, and increase internal and external
scrutiny and accountability. It will also improve the business environment and decrease the
barriers to regional and international trade.
3.
Capacity building will form a major component of each Bank group intervention.
Projects will further promote regional integration, employment creation, and will mainstream
environmental sustainability and gender equality in project outcomes. Bank support will
comprise a range of instruments, including project loans and grants, budget and institutional
support, economic and sector work, and policy dialogue. The Liberia Field Office (LRFO) will
play a critical role in CSP implementation through increased project supervision, portfolio
reviews and workshops, Government and partner dialogue, and monitoring and evaluation of the
CSP.
4.
The Boards of Directors are invited to consider and approve the proposed Country
Strategy Paper for Liberia for 2013-2017.
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I. INTRODUCTION
1.
Liberia is transitioning from post-conflict reconstruction to long term economic
development. Despite its strong growth and relative peace and stability since the end of the
conflict in 2003, considerable challenges remain, with a huge infrastructure deficit and
considerable governance, institutional, and capacity constraints, and continuing risks of
instability. The Government’s development agenda for the next five years is articulated in its
Agenda for Transformation (AfT) for 2012-2017, which supports the country’s long term vision
to become an inclusive middle income country by 2030. The ADB’s Country Strategy Paper
(CSP) for Liberia covering 2013-2017 will build on its on-going portfolio and earlier
achievements to selectively address the challenges laid out in the AfT.
II. COUNTRY CONTEXT AND PROSPECTS
2.1

Political, Economic, and Social Context

Political Developments
2.
Since the Accra Comprehensive Peace Accord ended its 14-year civil war in 2003,
Liberia has held two open, democratic elections, in 2005 and 2011. President Ellen Johnson
Sirleaf won a second six-year presidential term after two rounds of elections in October and
November 2011, but the opposition boycotted
the second round and the President’s party
holds a minority in the Legislature. Violence
surrounding the second round of elections
highlighted the continuing fragility of
impressive progress since 2006 in the areas of
political rights, civil liberties, and freedom of
the press. Indeed, during this period Liberia has
improved from a rank of 30th in 2006 to 22nd of
52 African countries in the 2012 Mo Ibrahim
Index of Participation and Human Rights.
Mutual distrust among primary political actors
and institutions continues to hamper effective
political governance. Liberia’s ratings are above the African average for voice and accountability
and political stability (see Graph 1), but much remains to be done to improve the rule of law.
3.
The Government faces mounting pressure to deliver on expectations to increase
employment, tackle corruption, and improve service delivery. Increased decentralization will be
necessary to offset a history of centralized power and decision-making and the marginalization
of large parts of the population. A decentralization policy was approved in 2012, but the process
will require changes to the Constitution and will be constrained by infrastructure and capacity at
local levels. There is still a need to work on peace- and state-building objectives that develop
trust and openness between social and political actors, while making agendas and intentions
transparent. In late 2012, a Truth and Reconciliation Roadmap was launched, while a
Constitutional Review Committee was established to identify areas of conflict and propose
amendments to address political exclusion, recognized as a key factor of fragility in Liberia.
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4.
The security situation has been generally stable albeit fragile and sensitive to political
volatility in the region. The Government will face the challenge to increase security
responsibilities and spending as the United Nations (UN) peacekeeping force of more than
10,000 soldiers and police plans to halve its personnel by 2015. Part of this transition, in line
with decentralization, will include opening five Regional Justice and Security Hubs in the
country; the first was launched in February 2013. Conflict arising from the 2011 elections in
Côte d’Ivoire led more than 200,000 refugees crossing into Liberia, and 60,000 remain as of
March 2013. Periodic violence on the Cote d’Ivoire border continues after deadly attacks in
August 2012 and skirmishes in January and March 2013.
Economic Growth and Growth Drivers
5.
Macroeconomic performance and policies:
Liberia’s economy has experienced high growth
since 2006 as post-war reconstruction has
continued, despite a decline from 2008 to 2010
largely due to the global financial crisis (see
Graph 2). Growth in 2012 of 8.9% was driven by
the first full year of iron ore exports since the end
of the war, timber and rubber exports,
construction, and services sector growth. The
country has attracted over US$16 billion in foreign
direct investment (FDI) commitments since 2006,
while it has also benefitted from some of the
highest ODA per capita in the world—some US$
185 per capita in 2011, more than three times the African average of US$ 49 (AfDB Statistics
Department). FDI in mine construction, iron, rubber, and timber exports are expected to
contribute to growth in the coming years, although the concessions sector, particularly palm oil,
timber, and oil, experienced some governance challenges in 2012. But, as in the past, growth in
these capital-intensive enclave sectors is unlikely to create substantial employment opportunities
as they have limited linkages to the rest of the economy.
6.
Macroeconomic structure: The services industry comprised the largest component of
GDP in 2011, an estimated 44%, led by trade and hotels, Government services, real estate,
transport and communication, and construction. The sector employs an estimated 45% of the
labor force and is supported by the large donor presence. The agriculture, fisheries, and forestry
sectors contribute around 41% of GDP, while employing about 47% of the labor force. Forestry
and rubber concession exports are the drivers of this sector, followed by cassava, rice, and
subsistence production. The mining and quarrying sector comprised only about 7% of GDP in
2011 and employed around 2% of the labor force, but it is expected to expand to more than 15%
of GDP by 2015, as investments from three major concessionaires come online. Oil exploration
continues, after a company discovered significant quantities in February 2012 and is determining
its commercial viability. Potential production would not commence until the end of decade.
Nonetheless, governance concerns in the forestry, palm oil, and oil sectors have slowed growth.
Manufacturing—primarily of cement, beverages, and various consumer goods—will continue to
have a limited impact on output and growth. The sector suffers from severely insufficient and
prohibitively expensive electricity supply, a shortage of skilled labor, the high cost of inputs, and
a limited production capacity. It employs an estimated 7% of the labor force.
2

Macroeconomic Management
7.
Public expenditure has grown consistently
throughout the period from US$200 million in
FY2007/08 to a budgeted US$672 million in
FY2012/13, which was a 30% increase over the
previous year. This rapid expansion has resulted
from strong economic growth, widening and
strengthening of the tax base, increased on budget
aid in the form of grants, and increased
contributions from concessions. For the first time,
the FY 2012/13 budget was prepared in a three
year Medium Term Expenditure Framework
(MTEF) aligned with the Agenda for
Transformation. Until FY2011/12, budgets
showed only modest deficits, with fiscal deficits
below 2% of GDP (see Graph 3). In FY2011/12,
however, overspending on operating activities
resulted in an estimated 6% deficit, which was
partially financed by the Central Bank of Liberia
(CBL). Fiscal deficits are projected at between 6%
and 7% through 2016, which will allow capital
expenditure to expand to around 10% of GDP.
8.
Consumer price inflation largely reflects
international food and fuel price movements and is
also affected by domestic transportation
constraints. Headline inflation decreased from an
annual average of 8.5% in 2011 to 6.9% in
December 2012 (see Graph 4). High levels of
dollarization limit the scope of monetary policy,
which has focused on weekly foreign exchange
auctions to reduce liquidity and maintain broad
exchange rate stability.
9.
The current account deficit including
grants is projected to increase to 59% of GDP in
2012, with the deficit financed by FDI (see Graph
5). Exports have increased from 23% to a
projected 45% of GDP between 2010 and 2012
due to increased rubber production and the recommencement of iron ore production. Imports,
already strong due to the United Nations Mission
in Liberia (UNMIL) and large donor presence, have also increased over the period, from 72% to
96% of GDP, as capital goods imports for mining and infrastructure projects increase. Gross
international reserves were the equivalent of about three months of imports in 2012.
10.
A critical macroeconomic milestone was reaching the Heavily Indebted Poor Countries
(HIPC) Initiative Completion Point in June 2010, after which Liberia has received around
3

US$4.6 billion in debt relief. This reduced the net present value (NPV) of debt-to-exports in
FY2010/11 from 266% to 22.9% of GDP, and the risk of future debt distress is considered low.
The current debt strategy limits annual debt increases to 4% of GDP (on an NPV basis), and
imposes a total debt ceiling of 60% of GDP. Over the next three years, this allows the country to
accrue from US$ 300 to 400 million in nominal debt (depending on the level of concessionality).
Future borrowing will be for investment in projects that show clear economic benefits. The IMF
held the first review of its three year Extended Credit Facility (ECF) in March 2013. Most
structural benchmarks were completed and all but one performance criteria were met (regarding
CBL financing). Discussions focused on improving budget preparation and approval processes,
ensuring the realism of revenue projections, and holding current expenditure constant.
11.
Governance: While Liberia still performs significantly below world and regional
averages in many areas of governance, most indicators reflect positive governance trends since
President Johnson-Sirleaf took office in 2006. The World Bank’s Worldwide Governance
Indicators shows Liberia scoring 39.8 on a 0 to 100 scale in 2011 in terms of control of
corruption, compared to 14.1 in 2005. Both the Mo Ibrahim Index of African Governance and
the ADB’s CPIA indicator have shown marked progress. Liberia has improved from a rank of
47th in 2006 to 34th of 52 African countries in 2012 in the former, and in the Governance rating
of the CPIA from 2.1 in 2005 to 3.7 in 2012. Its ranking in the Transparency International
Corruption Perception Index has improved considerably, from 150th in 2007 to 75th of 186
countries in 2012, although significant challenges remain. Weak institutions, low public sector
salaries, lack of training and limited capacity, as well as insufficient and cumbersome regulations
have created both incentives and opportunities for corruption across the public sector.
12.
Liberia scores high on indicators of governance that show the availability of de jure
instruments, indicating that initial steps have been undertaken to improve the legal framework
for governance and accountability. But it scores very low on indicators measuring de facto
existence of practices and institutional behavior. This divergence can undermine confidence in
state institutions. Over the last three years the Government has made steps in improving
economic governance specifically in public financial management (PFM), with the overall aim
of restoring fiscal stability and increasing transparency and accountability in the management of
public resources. The Government has passed key reforms including the PFM Act, a revised
Revenue Code, an amended Investment Code, and the Public Procurement and Concessions Act
of 2005 (updated in 2010), but progress on their implementation has been slowed by constraints
in institutional and human capacity. Budget execution and preparation have become more
transparent, efficient, and aligned with growth objectives. 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). Nonetheless, many
state-owned enterprises are not complying fully with the PFM law and audit recommendations
are not enforced. The Integrated Financial Management Information System (IFMIS) has been
introduced at the Ministry of Finance and the Automated System Customs Data (ASYCUDA)
has been extended to the airport. The 2012 PEFA Assessment showed progress since 2007 in 12
of 30 indicators, particularly in revenue administration, arrears, debt management, procurement,
and accounts reconciliation, but 16 indicators were rated at “D” or “D+”, which included
problems in budget and financial reporting, the extent of unreported Government operations,
weaknesses in internal and external auditing, effectiveness of tax collection, and donor reporting.
Additionally, Liberia is endowed with vast mineral wealth and in spite of progress made in
natural resource management; it continues to face major corruption and mismanagement
4

challenges, including weak oversight and inadequate legislative frameworks. Moreover, there is
a huge potential for infrastructure investments from concessionaires, but this will require
increased coordination and oversight.
13.
Business Environment and Competitiveness: Liberia’s private sector largely consists of:
i) large foreign companies operating iron ore mining, timber, rubber, and palm oil concessions;
ii) a formal sector in Monrovia largely servicing the Government and aid sector; iii) an informal
sector of micro and small enterprises; and iv) the rural subsistence agriculture sector that
employs the majority of the population. Severely inadequate infrastructure constrains private
sector growth outside of concession sectors, with potentially the highest electricity cost in the
world (54% of business operating costs are attributable to energy costs) and a road network that
is largely impassable during the rainy season. This is exacerbated by human capacity constraints,
limited entrepreneurship development, poor protection of property rights and land tenure, an
ineffective judiciary, and limited access to finance, especially for the long term.
14.
The World Bank Doing Business Report
placed Liberia among the 10 Best Business
Reforming countries in the world in 2009 after
improving its ranking from 178 in 2007 to 157 in
2008, but reforms since then have slowed and it has
only improved to 149th of 185 countries in 2013 (see
Table 1). It ranked 111 of 144 countries in the 2012
Global Competitiveness Index. Reforms since 2006
have improved the ease of starting a business, dealing
with construction permits, and trading across borders,
and a commercial court has been established. Liberia
needs to improve on registering property, enforcing
contracts, resolving insolvency, getting electricity, and protecting investors. The revised Revenue
Code provides tax incentives for investing outside of Monrovia and also reduced the top
corporate and personal tax rate from 35% to 25%.
15.
Financial Sector: Access to credit is low, particularly for the rural poor. Although access
has improved outside Monrovia, commercial banks still only operate in 10 of 15 counties.
Microfinance has expanded, with 9 new institutions opening in 2012. The financial sector
remains well capitalized and liquid, but non-performing loans (NPLs) above 20% and low
profitability continue to be a challenge. The private sector faces high operational costs, banks
have a limited capacity to assess credit risk, property rights are weak, there are few legal means
to enforce debt repayment, and no collateral registry exists. Nonetheless, lending expanded by
around 20% in 2012. Loans are largely short term or overdrafts, reflecting a concentration of
short-term deposits and a limited capacity to assess credit risk. Limited long-term financing is
available. Private sector lending and demand deposits are highly concentrated in two of the nine
banks. Average lending rates were 13.8% in November 2012. The CBL uses moral suasion to
maintain lower rates and also has several facilities with commercial banks that lend at belowmarket rates to targeted groups and sectors, including SMEs and agriculture, although these
policies could limit the profitability and competitiveness of smaller banks and the supply of
longer-term financing, as well as pose balance sheet risks to the CBL. Non-interest income is
high, contributing 55% of banks’ total revenue.
5

16.
Regional integration and Trade: Liberia is a member of ECOWAS and the Mano River
Union (MRU). The 15 ECOWAS Member States including Liberia have committed to the
implementation of the ECOWAS Trade Liberalization Scheme (ETLS) as a way of promoting
cooperation and integration. Implementation of the ETLS targets the lowering of tariffs,
elimination of non-tariff barriers on trade and enabling the bloc to achieve a free trade area.
Capacity constraints have slowed the implementation of the ECOWAS common external tariff
(CET). The country will need to transpose its tariff nomenclature to the regional CET and also
fast-track and complement the alignment of the country’s trade regime to the World Trade
Organization’s (WTO) accession requirements that are currently being pursued. Liberia attended
the first Working Party on WTO Accession in July 2012. Trade within the MRU averages less
than five percent of total trade in the best years, which is constrained by poor physical
infrastructure.
17.
Social Context:
Despite improvements
since the end of the war, Liberia still faces
formidable reconstruction and development
challenges, ranking 174th of 187 countries in the
2012 Human Development index (see Graph 6).
Economic growth has had some limited effects on
poverty and employment. According to the Core
Welfare Indicator Surveys (CWIQ), poverty levels
decreased nationwide from 64% in 2007 to 56% in
2010, and poverty remains lowest in Monrovia
(43%). The 2010 Labor Force Survey estimated
that 78% of the labor force is engaged in
“vulnerable employment” without an assured
salary. With about one-third of the country residing
in Monrovia, urbanization increasing, and 70% of
the population under the age of 30, the concentration of youth without formal employment in
urban areas presents a major risk of instability. Skills, especially among youth, are limited with
some 62% of the labor force between the ages of 15 and 24 having either less than full primary
or no education.
18.
Progress has been made towards the Millennium Development Goals (MDGs), and
Liberia is likely to achieve Goal 3 on gender equality, Goal 6 on the treatment of HIV/AIDs,
malaria and other diseases, and Goal 8 on global partnership. But low access to services
continues to affect poverty and constrains achievement of other MDGs. The 2010 CWIQ survey
indicates how only 5.1% of households in urban areas can access electricity for lighting as of
2010, which drops further to 0.8% in rural areas. Only 45% of the population can access an allseason road within 5 km, and 27% cannot access one within 30km. Undernourishment remains
high at 31% of the population and 20% of children under 5 suffer from malnutrition, which is
exacerbated by low access to food markets and high transport costs. Education indicators have
improved but are still weak, with the net primary enrolment ratio (NER) at 41% in 2011.
Although total adult literacy was only 61% as of 2010, youth literacy had improved to 77%.
Liberia has shown a strong improvement in child mortality over the last decade, lowering the
under-five mortality rate from 194 per 1000 births in 2000 to 108 in 2012, but it is unlikely to
reach the MDG 4 goal of 64 by 2015 and it has made limited progress towards reducing maternal
6

mortality, MDG 5. Access to improved water sources and sanitation has improved to 73% and
18%, respectively, but it is unlikely to reach MDG 7.
19.
Gender Equality: In spite of the visible progress made in closing gender gaps,
considerable disparities still exist. Liberia ranked 143 of 187 countries in the 2012 Human
Development Report’s gender inequality index. The Government approved a National Gender
Policy, an Action Plan to combat gender-based violence, and adopted a National Action Plan on
the UN Security Council Resolution 1325 in 2010. The Government also seeks to harmonize
customary and statutory law, intending to remove the discrimination of women under customary
law such as regarding access to and control over land. Liberia won the 2010 MDG 3 award for
outstanding leadership, commitment and progress toward the achievement of the MDG-3.
20.
The ratio of female to male enrolment in primary and secondary schools has increased
from 74% in 2000 to 91% in 2011 at the primary level and from 73% to 81% at the secondary
level. Women have made strides to attain gender equality in key decision making positions, and
they currently occupy 5 of 21 cabinet positions, 12 of 103 legislator positions, and 2 of 5
Supreme Court positions. Gender-based violence is a serious problem; sexual gender based
violence is the second prevalent crime in the country.
21.
Liberian women are still disproportionately affected by poverty. They comprise 53% of
the farming sector and 80% of trade, but they are concentrated in the informal sector which does
not offer a sustained path of poverty reduction. They are underrepresented in sectors such as
timber, mining, and rubber which are key sources of Liberia‘s economic growth. Only 16% of
women own land compared to 33% of men. The labor force participation rate was 67% for
women and 76% for men in 2010. More women are also engaged as own-account workers.
22.
Environment and Climate Change: The sustainable management of natural resources is
essential for economic development in Liberia, with economic growth being based primarily on
use of its renewable and non-renewable natural resources. Liberia has many environmental
challenges ranging from high rate of deforestation to wetland deterioration, biodiversity loss,
coastal erosion and pollution. The 2012 Climate Change Vulnerability Index (CCVI) ranks
Liberia at high risk due to high levels of poverty, extreme dependence on climate sensitive
sectors like agriculture, forestry, fisheries, energy and mining, as well as weak national capacity
to adapt to predicted changes in the climate. The 2013 Human Development Report puts the
country’s natural resource depletion rate at about 6.4% of its GNI with 12.2% reduction in forest
cover between 1990 and 2010. Environmental degradation, worsened by increasing climatic
variability, would increase the vulnerability of Liberia’s economy and limit the country’s
potential to achieve sustainable development and attain the MDGs. The Government has put in
place some initiatives to address the challenge of climate change, including producing a National
Adaptation Programs of Action (NAPA) in 2008. It has also recognised the importance of a
strong environmental governance system and an effective institutional and legal framework for
natural resources and environmental. It has thus ratified relevant international environmental
conventions and protocols and is re-engaging with neighbouring countries and the international
community. However, Liberia still suffers from resource gaps and policy barriers to effectively
tackle climate change.
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2.2

Strategic Options

Country Strategic Framework
23.
Government’s Development Strategy: Liberia’s post-conflict recovery and reconstruction
has been guided by two interim development plans (between 2006 and 2008) and the Lift Liberia
Poverty Reduction Strategy (2008–2011). The Agenda for Transformation for 2012-17 is the
first step towards the long term national vision, Liberia Rising 2030, which aims to reach middle
income status by 2030, while ensuring that the population shares in inclusive economic growth
and sustainable development.
24.
The AfT, launched in December 2012, supports five pillars including 8 cross-cutting
issues. The AfT focuses on investment in infrastructure, particularly roads and energy, human
development, and the security sector. The initial costing of the AfT is approximately US$ 3
billion, for which the Government has provisioned an annual average of approximately US$ 400
million in its budget. Therefore, development partner (DP) support in the form of grants and
lending will continue to be critical, and achieving Liberia’s development objectives will rely on
prioritization in light of economic returns and contributions to inclusive growth and stability.1
Strengths and Opportunities
25.
Strong macroeconomic performance and policy. Liberia has experienced continued
growth and macroeconomic stability since the end of the conflict. Its fiscal prudence has limited
fiscal deficits while budgets have continually increased, more than tripling between 2008 and
2013. Additionally, through significant debt relief, the debt burden has been reduced to
sustainable levels. This allows the country to undertake significant investments for economic
transformation within its debt limits.
26.
Committed reform environment. Liberia’s political leadership has a strong reform agenda
that has passed significant reforms. PFM reforms have shown particular progress in the areas of
internal audit, budget classifications and chart of accounts, and implementation of the Integrated
Financial Management Information System (IFMIS) which has already impacted positively the
timing and quality of bank reconciliations and general accounting and reporting. Continued
strong leadership and momentum will be necessary to consolidate and implement governance
and PFM reforms, civil service and pay reform, improve SOE oversight, improve the business
climate, and tackle corruption. The reform environment provides an opportunity to
institutionalize Gender Responsive Budgeting (GRB) and related capacity building.
27.
Natural resource endowment and increasing export base. Liberia has a rich natural
resource base and the potential for significant natural resource exports, including large iron ore
deposits and the potential for oil production, as well as renewable resources, including rubber,
timber, hydro and marine resources, and recent investments in palm oil. The concessions sector
has attracted the majority of Liberia’s US$16 billion in FDI commitments since 2006, and is
expected to provide significant revenues for the Government in the coming years. Managing this

1

Dialogue on these fundamental issues is being informed by the ADB’s Liberia Country Report on Regional
Integration and Stability (underway) as well as other studies including WB 2011 Infrastructure Policy Notes:
Prioritizing Infrastructure for Economic Diversification; WB 2011 Options for the Development of Liberia’s Energy
Sector.
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natural resource base potential in a sustainable way and increasing employment and value
addition will be key for the inclusive green growth of the country.
28.
Potential for increased regional integration. Liberia’s geographic position presents
opportunities for increased regional trade and cooperation to accelerate growth and increase
economies of scale. Liberia’s trade with ECOWAS is below the average for the sub-region due
to infrastructure deficits and barriers to trade.
Box 1: Mano River Union Initiative
Regional infrastructure projects are increasing in
importance with the potential to import power The Bank is proposing an initiative to promote
through the West African Power Pool (WAPP), regional integration in the four Mano River Union
and develop regional transportation corridors in (MRU) countries: Côte d’Ivoire, Liberia, Sierra
Leone, and Guinea. The initiative aims to unlock
the MRU (see Box 1).
major constraints on private sector development
29.
Strong development partner involvement.
Liberia has attracted some of the highest
overseas development assistance in the world,
which has supported the Government with
significant resources, in terms of financing,
technical support, and otherwise, during the
country’s reconstruction efforts. Selectivity,
focus, and coordination in this environment will
be critical for effectiveness.

and trade in the MRU, mostly through the financing
of transportation and energy infrastructure
backbones and related projects. This would support
the region’s transition out of fragility and
instability. By grouping major and costly
infrastructure activities into a well-focused and
targeted program, it will also allow country level
assistance to focus more on capacity development,
institution building, and distribution interventions
that are better addressed at a national level.

Weaknesses and Challenges
30.
Limited physical infrastructure, especially power and roads, outside Monrovia. The
country has total power production of around 23MW, supplied only in Monrovia where the
access rate is still below 10%, and merely 2% nationwide (compared to around 29% in all of
Sub-Saharan Africa), at a tariff of US$ 0.54 per kWh, amongst the highest in the world.
Businesses rely on generators at a prohibitively high cost, limiting manufacturing, private sector
diversification, and industrial development.2 Lack of paved roads cuts off much of the country
from Monrovia during the long rainy season. The CWIQ 2010 Survey highlights how 55% of the
population cannot access an all-season road within 5 kilometers, and 27% cannot reach one
within 30 kilometers.3 This increases perceptions of exclusion and constrains some of the most
promising sectors for growth and employment—agriculture, tree crops, and forestry—and
regional trade. Heavy rains also lead to high road construction and maintenance costs.
31.
Weak human and institutional capacity. The lengthy conflict interrupted schooling for
many Liberians and also their ability to acquire work experience, and the education system is
still weak. The public sector faces significant human and institutional capacity constraints which
continue to challenge public service delivery and, combined with private sector constraints, have
slowed the implementation of public investment projects. While governance reforms have
improved institutional performance, significant challenges remain to implement the reforms,
including addressing civil service reform. The necessity of enacting extensive legislative reforms
while facilitating institutional effectiveness and building a rule-of-law society is overwhelming
2

See WB (2011) “Infrastructure Policy Notes: Prioritizing Infrastructure for Economic Diversification” and IMF
(2010) “Structural Impediments to Shared Growth”.
3
See WB (2012) “Liberia Poverty Note: Tracking the Dimensions of Poverty”.
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the available institutional capacity. Inefficient institutional structures lack accountability at
nearly all levels. There is continuing need for PFM improvements in areas essential to effective
public sector performance, such as payroll, procurement, and the oversight of fiscal risks.
Increased efficiency, transparency, and performance will be necessary to manage increasing
natural resource revenues and quell public concerns about corruption, both perceived and real.
32.
Risk of regional and internal instability. Although Liberia has enjoyed relative peace and
stability since 2003, peace continues to be fragile. Internal tensions, border conflicts, or conflicts
in neighboring countries could create or lead to instability, and maintaining peace and security
will be critical to attract foreign investment and ensure long run growth. Underemployment is a
critical issue with 78% of the labor force holding only “vulnerable employment”, including a
large, urbanized youth population. Some concession agreements were granted with little input
from rural populations, while a perception of corruption continues, thereby increasing tensions.
The Mano River Union region continues to be fragile, with Liberia’s immediate neighbors at
varying stages of recovery from conflict, and the presence of organized regional crime. With the
expected gradual reduction in UNMIL forces, Liberia will need to put significant investment into
its security forces while also tackling the underlying causes of instability.
33.
Limited private sector development and formal employment outside of extractive sectors
and aid-reliant service industries. Historically the development of the private sector outside of
the concession sector has been limited, which has limited the possibilities for diversifying and
transforming the economy and building the population’s skills base. This lack of skills
development and participation in higher value added activity contributes to fragility (see para. 17
social context) and likewise increases the vulnerability to international price fluctuations. The
AfT identifies four key binding constraints to growth in non-traditional tradable sectors: (i)
infrastructure (energy and roads); (ii) micro risks including clarity and security of property
rights; (iii) difficulties for new activities to emerge that need different inputs and skills than those
available; and (iv) limited access to credit, especially long term.
34.
Significant exposure to international shocks. With the driver of economic growth due to
commodity exports—iron ore, rubber, timber, and potentially oil—Liberia will be subject to
international price and demand volatility that could significantly affect an undiversified economy
and Government revenues. Moreover, the majority of its staple food—rice—is imported, and
inflation is also largely influenced by imported fuel prices. Additionally, Liberia has also
benefitted from significant FDI commitments of more than US$ 16 billion since 2006, and it
receives some of the highest development assistance per capita in the world. Therefore, it is
highly exposed to international shocks that could result from fiscal austerity in advanced
economies or a slowing global economy.
35.
Vulnerability to climate change. The country’s vulnerability to climate change stems
from her extreme dependence on climate sensitive sectors like agriculture, forestry, fisheries,
energy and mining. This is exacerbated by ill-adapted agricultural activities, unsustainable
logging practices, inadequate infrastructure, a low level of socio-economic development, low
institutional capacity, and inadequate data and data gathering capability.
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2.3

Recent Developments in Aid Coordination and ADB Positioning

Aid Coordination and Harmonization
Box 2: The Role of the Liberia Field Office (LRFO)
36.
Aid Coordination: The Government
will continue to rely heavily on donor LFRO has played a critical part in improving the Bank’s
funding and concessional credits during the operations in Liberia since its opening in August 2011.
Some areas are highlighted below:
CSP period. Liberia has a very large donor  LRFO has allowed for increased and more continuous
presence, attracting some of the highest
portfolio supervision, including a Country Portfolio
development assistance per capita in the
Performance Review held in June 2012, followed by a
Portfolio Improvement Plan Update in February 2013.
world. Major DPs include: USAID, the
It has also allowed for quicker responses to
World Bank (WB), the EU, the UN family,
Government’s priorities, played a central role in
and the ADB. Besides the United States,
accelerating the implementation of numerous projects,
bilateral donors including China, Germany,
and cancelling moribund operations which were not
Japan, Norway, France and Sweden, also
yielding results. It will also organize training on Bank
procedures and fiduciary clinics in 2013.
have a strong presence. The International

LRFO allows for increased coordination with donors
Finance Corporation (IFC) contributes to
and dialogue with Government through more
business environment reforms and the
consistent participation in macro, sector, and crossEuropean Investment Bank (EIB) has
cutting meetings, including PFM, transport, energy,
partially financed Mt. Coffee. See Annex 2
agriculture, water, sanitation, and hygiene (WASH),
concessions management, and Extractive Industry
for the donor division of labor in support of
Transparency Initiative. LRFO also participates in
each sector and pillar of the AfT.
dialogue on peacebuilding goals.
Collaboration amongst Liberia’s numerous
 Strategic dialogue has also increased, including
DPs has improved significantly over the past
consultations for the ADB Ten Year Strategy in
several years. The Aid Management Unit
March 2012, the CR/CPPR Workshop in June 2012,
and the ADB President’s visit in September 2012, as
(AMU) at the Ministry of Finance was
well as consultations for the 2013-17 CSP, and
established in Q3 2009, and in January 2013
organizing dissemination seminars for ESW.
this was expanded into the Liberia
Development Alliance (LDA), which will coordinate the implementation of the AfT, bringing
together the Government, private sector, DPs, and civil society organizations. Liberia is also a
pilot country for the implementation of the New Deal for Fragile States, and Vision 2030 and the
AfT are aligned with its principles.
37.
The opening of LRFO in August 2011 is enhancing collaboration with DPs (see Box 2).
Most Bank operations have been and will continue to be closely coordinated, and often cofinanced, with other donors. Regular participation in sector working groups has improved project
design, implementation, and coordination. The ADB has endeavored to promote the increasing
use of country systems, although the actual adoption is still in the initial stages, with a significant
reliance on the Project Financial Management Unit (PFMU) in the Ministry of Finance for the
financial management of projects. No parallel Project Implementation Unit (PIU) has been
created for Bank operations.
38.
Bank Group’s positioning in Liberia: As of early May 2013, the Bank’s portfolio in
Liberia comprises thirteen operations, totaling UA 146 million (US$ 230 million). The average
project size is UA 13.1 million. See Annex 6 for further details of each project. The sector
distribution of the portfolio is as follows: Agriculture and Rural Development: 32%;
Governance: 24%; Social Infrastructure: 21%; Water and Sanitation: 19%; Finance and Banking:
4%. The average age of portfolio is 3.1 years, with a cumulative disbursement rate of 31%. The
portfolio in the public sector includes one Policy Based Operation, one Institutional Support
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Project, one study, a group of small operations of Technical Capacity Building and seven
investment projects, of which two are multinational. The portfolio in private sector includes one
equity investment within a commercial Bank specialized in micro-finance.
39.
Portfolio Performance: The results
dashboard on key portfolio performance
indicators shows that efforts to improve
portfolio implementation began to bear fruit in
2012 (see Table 2). Four of the six relevant
indicators showed a positive trend. The
indicator for the detailed assessment of
national projects supervised in 2012 shows a
satisfactory rating of 2.27 (out of 3), although
slightly lower than 2.36 in 2011. The lower
score is due to operations in governance, but
this should improve now that there is better
coordination and policy reform monitoring.

Table 2: Key performance indicators of on-going projects
2012
2012
Perfor
Indicator
Target

Actual

12

7.1

Annual disbursement rate (%)

17%

14.4%

Operations formally supervised
twice or more a year (%)

75%

78%

Average Performance Rating –
National Operations (scale 0-3)

2.50

2.27

Projects at risk (%)

15%

13%

0

0

Delay from approval to
effectiveness (months)

Reduction in cancellable
projects – two projects in 2011

mance

40.
Country Portfolio Improvement Plan: On 13th February 2013, the Bank organized a
workshop to review portfolio performance in Liberia. Bank and project staff assessed the
portfolio performance in relation to remedial measures proposed in June 2012 Portfolio
Improvement Plan. Participants agreed that generally, the measures implemented have made a
difference in progressively resolving issues affecting the portfolio. As the need to manage more
complex project increases, it is imperative to accelerate reforms aimed at producing a
professional skilled and motivated civil service workforce. The portfolio has benefitted from
improved development ownership by Government agencies, spurred by continuous interaction,
advice and assistance provided by LRFO. Government initiatives to better assume project
ownership include enhanced partnership during the preparation of new projects, reduced
interference in procurement procedures, strengthening capacity and conclusive negotiations to
cancel two operations without potential impact on development.
41.
The 2013 Country Performance Improvement Plan outlines the following five key
challenges: i) Weak Capacity for Project Design and Management – Limited or no available
national experts especially in engineering and procurement in both public and private sectors; ii)
Slow Civil Service Reforms – High number of political appointees and high turnover in senior
Government level positions in addition to the need for payroll reform; iii) Weak Governance and
Rule of Law – Accountability in public and private sector is not enforced; iv) Weak Sector
Coordination and Country Partnerships – Ministries work in silos which leads to overlapping of
activities and weakened synergies; and v) Slow Ratification Process for Loan Agreements—The
Smallholder Agriculture and Productivity Enhancement Project (SAPEC) was ratified twelve
months after approval. With projects increasingly expected to be funded through loans, this
could lead to uncertainty in project commencement and implementation. For each challenge, the
Bank is recommending a set of solutions and mitigating measures with indicators that will
facilitate the measurement of progress made (see Annex 5).
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Lessons from the implementation of the previous CSP (2008-2012)
42.
The previous country strategy, covering 2008 to 2011 and extended to 2012, was prepared as
a Joint Assistance Strategy (JAS) with the World Bank. Operations were framed under two pillars: (i)
Rebuilding core state functions and institutions; and (ii) Jump-starting and facilitating pro-poor
economic growth. Overall, previous strategy was well aligned to the PRS.4 Key lessons from
implementing the JAS highlighted the need to: i) Apply a “Fragility Lens” for operations; ii)
Mainstream capacity development at all levels and operations, by Government and development
partners (DPs), in a coordinated, coherent, and complementary manner; iii) Ensure goals and
objectives are tied to a sound results framework and a functional M&E system, led by
Government; iv) Improve the strategic rationale, content and use of Economic and Sector Work;
v) Enhance Country Partnerships and Coordination, supported by LRFO.
43.
To offset these challenges, this strategy proposes the following: i) programming
interventions to reduce fragility and to increase transparent use of resources, while following
better practice on project design and implementation to improve operations at entry with
country-specific best practices, including fast-tracking the hiring of project coordinators,
increasing the buy-in of the Legislature, increasing project supervision through LRFO (see Box
3); ii) integrate and mainstream capacity development as a key component of projects and ensure
this is well-coordinated to avoid creating disincentives; iii) increase statistical and monitoring
and evaluation capacity support to the Liberia Institute of Statistics and Geo-Information
Services (LISGIS) and implementation agencies; iv) work to identify key knowledge gaps in
coordination with stakeholders in the preparation of ESW; v) with the support of LRFO, increase
interaction in sector working groups and support continuous dialogue5. Although the previous
strategy was jointly prepared, it was not jointly implemented. The ADB and World Bank are
preparing separate strategies in close coordination, and collaboration at the sector level is
increasing with the field office presence.
III. BANK GROUP STRATEGY FOR LIBERIA
3.1
Rationale for Bank Group Intervention
44.
Liberia faces huge infrastructure bottlenecks that prohibit inclusive private sector
development, diversification, and increased productivity. The severely limited and prohibitively
expensive power available in Liberia renders private sector growth unprofitable, particularly
small-scale manufacturing or goods processing. With much of the country inaccessible during
the rainy season, expanding the road network throughout the country would decrease exclusion
and allow rural populations access to markets and lower their business costs. Further
improvements in the business climate will be necessary to allow for private sector development.

4

The Liberia JAS (2008-2012) Completion Report and Country Portfolio Performance Review contains a detailed assessment
of the Bank Group’s contribution to Liberia’s development objectives during the previous JAS period.
5

See Country Portfolio Performance Improvement Plan Annex for project issues and how they are being addressed.
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45.
Strengthened capacity and institutions will be necessary to implement the Government’s
significant investment plans and to manage efficiently and transparently the expected large
increase in revenues, in line with its development strategies, to ensure the whole society benefits
from the country’s wealth and to
Box 3: Fragility and ADB Liberia Operations
increase stability. Although civil
service capacity has improved and Bank interventions in Liberia will be guided by various analyses
numerous sector and reform strategies on fragile states, including the New Deal. The New Deal
have been developed, including a proposes five key Peace-building and State-building Goals: i)
National
Capacity
Development Legitimate Politics - Foster inclusive political settlements and
conflict resolution; ii) Security - Establish and strengthen
Strategy, capacity is still weak, and the people’s security; iii) Justice - Address injustices and increase
strategies need to be effectively people’s access to justice; iv) Economic Foundations - Generate
implemented. Liberia’s strong growth employment and improve livelihood v) Revenues & Services since the end of the conflict has not yet Manage revenue and build capacity for accountable and fair
materialized
into
productive service delivery. Bank support is focused on our comparative
advantage (goals four and five), while coordinating with other
employment and tangible benefits for partners and the Government to ensure the other goals are met.
the majority of the population, creating
the potential for resentment, especially Liberia’s 2011 Retrospective Analysis and the Fragility
if gains from growth are not shared Assessment prepared as part of its pilot status for the New Deal
with the poor and perceptions of recognize the need to address the conflict drivers which
contributed to the protracted civil war. These factors include: (i)
corruption remain high.
economic exclusion; (ii) a fragmented society; (iii) limited trust
46.
Considering
the
region’s
instability and resources stretching
across borders, it is important to
address appropriate issues from a
regional perspective. This can increase
regional integration and economies of
scale, and as such, regional
infrastructure and programs will also
be prioritized, including through the
proposed Mano River Union Initiative.
Importing power can significantly
reduce energy costs, and selected
transportation cross-border links may
also help improve development in the
region.

in the state; and (iv) continued security risks. As such, Bank
operations will be programmed and implemented to help mitigate
these factors when possible and will take into account increased
analysis of the Liberian context. For example, the Bank’s support
to upgrade the Fish Town–Harper Road reduces economic and
perceived exclusion and fragmentation. Fish Town, located in
River Gee county, has the second highest incidence of poverty in
Liberia, and the south east region has the second highest level of
inequality (after Monrovia). Moreover, Bank support to improve
governance and transparency in the natural resource sector is
intended to lead to increased trust in the state. To ensure projects
contribute directly to poverty alleviation, they will also monitor
temporary and permanent job creation.
The New Deal also focuses on new ways of engaging, and
identifies commitments to build mutual trust and achieve better
results in fragile states. The presence of LRFO has helped
improve project preparation for the Liberian context, the speed of
disbursements, dialogue, and coordination. The Bank aligns its
support to Liberian-led and owned transitions out of fragility, as
articulated in the AfT, in collaboration with other partners across
sectors. In an effort to strengthen national capacities and ensure
sustainability of our support, each Bank intervention has a strong
capacity building component.
.

47.
Therefore, to support Liberia’s
transformation towards a stable,
inclusive economy, the proposed Bank
strategy over 2013-2017 will be guided
by two strategic pillars:
1) Promoting inclusive economic growth through transformative infrastructure investments.
This pillar will invest in Liberia’s key constraints to growth, focusing on energy and road
infrastructure, to promote a competitive private sector, increased agricultural production and
market access, employment creation across age and gender, and improved welfare and public
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service delivery. An emphasis will be placed on reducing exclusion, increasing regional and
national integration, and promoting green and climate resilient investments.
2) Enhancing governance and the efficient management of resources. Given the on-going
fragility of Liberia, this pillar will promote sustainable economic governance. Through
budget support reforms and institutional support, it will improve the policies and capacity of
the Government, private sector, and civil society to manage resources effectively and
transparently in line with the AfT, maintain macroeconomic stability, and increase internal
and external scrutiny and accountability. It will also improve the business environment and
decrease the barriers to regional and international trade.
48.
Cross-cutting themes will include (i) capacity building as a major component of each
project, (ii) employment creation, (iii) regional integration promoted in appropriate projects, (iv)
environmental sustainability of investments and policies, as well as (v) ensuring gender equality
in project outcomes. The CSP pillars selectively support AfT Pillars II and IV–Economic
Transformation and Governance and Public Institutions. Moreover, inclusive and green growth
underpin the strategy, aligned with the two objectives of the Bank’s Ten Year Strategy, while
also promoting the themes of the Strategy concerning infrastructure development, regional
integration, private sector, and governance. The Bank’s interventions will also be aligned with
the West Africa Regional Integration Strategy Paper (RISP) by supporting the WAPP CLSG
Interconnection Project and the Mano River Union Initiative, to address regional dimensions of
fragility and promote trade.
49.
The Bank’s interventions will be more selective than the previous strategy, consolidate on
its positioning, and respond to Government’s priorities. The Bank has a long-standing presence
in the governance sector, both in budget and institutional support, and continued support in this
sector will be critical to allow the Government to implement its agenda and maintain stability.
The Bank’s earlier investments in social infrastructure in the south east region were mostly
successful in the transportation component, and upgrading a rehabilitated road will consolidate
its previous investment in a region where few donors are focusing, reducing exclusion, while
also allowing its on-going agriculture investments (through 2017) to increase their effectiveness
through increased access to primary roads. Energy is the Government’s top priority, and the
Bank has been involved in this sector with the preparation of the WAPP CLSG Interconnection
project, having a distinct comparative advantage vis-à-vis other partners. The Bank’s strategy
will also complement the on-going water and sanitation projects (running through at least 2015)
which will benefit from improved governance, which currently slows progress in the sector. The
CSP benefitted from extensive consultations with stakeholders (see Box 4).
3.2
Deliverables and Targets
50.
Indicative work program. The indicative work program will cover three ADF cycles: the
last year of ADF-12 (2013), ADF-13 (2014-2016), and the first year of ADF-14 (2017) (see
Annex 1). This strategy will focus on ADF-12 and provide a clear framework for ADF-13. A
Mid-Term Review, to be prepared in 2015, will finalize the ADF-13 pipeline and prepare for
ADF-14. Significant FSF funding was available in ADF-11 and ADF-12, and may be available
in future ADF cycles. Regional funds will be leveraged for appropriate projects, and the Bank
will continue to pro-actively work with other donors to co-finance projects and access trust funds
and climate finance. Private sector financing will also increase resources. Due to the uncertainty
of funding levels in ADF-13, projects will be prioritized in close consultation with the
Government. Three scenarios are proposed:
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Box 4: Results of Consultations with Stakeholders

1) a low scenario, with a UA 40
million allocation for ADF-13, in A CSP Preparation Mission was held from 21 January to 1
line with Liberia’s ADF-12 PBA February 2013 in Monrovia, followed by a Dialogue Mission
from29 April to 3 May. The missions consulted with
allocation, and assuming a UA 10 Government, development partners, Civil Society Organizations
million FSF allocation. In this (CSOs), and the private sector. Four group consultations were
scenario, an additional road held with Government, international partners, and CSOs, which,
paving project on the Ganta- in total, were attended by more than 140 participants.
Harper corridor is maintained The consultations confirmed the proposed strategy’s strong
which may leverage regional alignment with the Government’s development goals and that its
funds (a comparative advantage of focus on roads, energy, and governance addresses key
the Bank), budget support and constraints to inclusive growth. Stakeholders appreciated the
institutional support operations Bank’s commitment to invest in excluded areas as helping to
improve stability.
maintain
momentum
in
governance and provides the The Government emphasized that 80% of the resource allocation
Government with flexibility to should be directed to the roads and energy sectors, and for
meet its development priorities, projects to be front-loaded where possible to help achieve the
peace dividend. The Government prioritizes paving the Ganta to
and a sustainable energy project Harper road as a regional road. It also requested the AfDB to
leverages trust funds to increase coordinate with partners to cover the financing gap in power
sustainable energy access.
transmission and distribution. Governance and institutional
2) a medium scenario, with a UA 70 issues are key to addressing fragility. Capacity building, and its
million allocation, which would implementation and measurement, continues to be a major
challenge in both public and private sectors.
assume around UA 30 million
FSF funding. This scenario would Discussions also highlighted the importance of donor
allow for larger projects, and an coordination to cover all sectors of the AfT. Partners also
discussed the importance of moving road maintenance towards
additional energy access project.
the Government’s responsibility and the need to analyze conflict
3) a high scenario, with total funding sensitivity and incorporate lessons from the New Deal for
of UA 90 million, which would Fragile States. Civil society organizations expressed a potential
assume significant FSF funding in increasing role in the monitoring and evaluation of Government
line with the ADF-12 FSF Pillar I policies and the AfT.
funding of UA 52.43 million. This
scenario would allow for larger allocations to each project, the amounts for which will be
determined in further consultation with Government.
Pillar I: Promoting inclusive economic growth through transformative infrastructure
investments.
51.
Investing in transportation infrastructure will support inclusive growth, stability, and
national and regional integration. The Fish Town–Harper Road Paving Project will build upon
the Bank’s rehabilitation work done with the Labor-Based Public Works Project. It will promote
inclusive growth and internal stability by decreasing transport costs, thereby increasing trade,
employment, and the viability of smallholder agriculture in one of the most neglected regions of
the country. Visible investment and increased access to markets and employment will reduce
sentiments of exclusion, one cause of fragility, in the region. Another road project would
upgrade an additional section of the Ganta-Harper corridor as a regional road, to eventually
connect all four MRU countries thus contributing to internal and regional trade and integration in
the MRU. Attention will be given to ensure the roads are climate resilient and gender responsive,
including maintenance, for long-term benefits and sustainability. Needs of cross-border traders,
especially women will be considered. It would also contribute to capacity building, finalizing and
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consolidating reforms in the sector, and, where possible and appropriate, aspects to facilitate
trade such as border posts.
52.
Investments in energy will promote regional energy trade and green growth, while
significantly reducing the cost of doing business. Energy investments will improve accessibility
to the public distribution line, reduce the use of individual household HFO generators, reduce the
cost of electricity, and reduce the emission of CO2. The WAPP project will represent the
transmission backbone for future energy development and the expansion of hydropower
potential. Aligned with the West Africa RISP, it will promote a regional energy market, and its
rural electrification component will increase energy access in rural areas, where significant
women and girls’ time is spent collecting fuel. The electrification program will also be designed
to carry the fiber-optic cable to promote the spread of ICT and internet services countrywide. An
energy master plan will help identify and program sector institutional reforms, and technical
assistance will help ensure it is gender responsive. In coordination with the World Bank, the
Sustainable Renewable Energy Program (SREP) will promote the scaling-up of sustainable
energy and energy access. An energy access project which would improve transmission,
distribution, and capacity in the sector, may be added in a medium funding scenario.
Pillar II: Enhancing governance and the efficient management of resources.
53.
Interventions in governance reforms will help ensure that revenues from natural
resources are leveraged to promote sustainable, inclusive growth, while also improving the
business climate and reducing restrictions on regional trade. Given the expected increase in
Government revenues from natural resources, continued momentum in governance reforms will
be critical to ensure that Liberians continue to benefit from their country’s wealth. These
interventions will build upon the Bank’s previous and on-going support, and will continue to be
coordinated with other DPs in the sector. Areas for reform and institutional support will include
increasing the capacity for strengthened PFM, procurement and audit in line Ministries and
Agencies allowing for increased efficiency of infrastructure investment, expanding resource
mobilization, and increasing transparency which will help mitigate a factor of fragility. Support
may also target civil service reform and improving the business environment, including reduced
restrictions on trade. The Program of Assistance to Trade Support Institutions in Liberia
(PATSIL) would support governance capacity in trade support and policy.
54.
The Bank’s engagement in natural resources management will continue to support
improved governance and transparency of the extractive sector through increased participation of
civil society in the decision making process and monitoring revenue flows to ensure investments
are focused on inclusive social and poverty reduction initiatives. Increased coordination would
increase the benefits from concessionaire infrastructure investment. This engagement will be
informed by the proposed ESW and the Bank’s experience in other countries. The African Legal
Support Facility (ALSF) will also continue to support concessions negotiations.
55.
Private sector lending will be leveraged to contribute to both pillars of the strategy,
increasing employment and value addition in sustainable manner. The Bank’s on-going support
to Access Bank has increased access to financial services. Indirect investments through private
equity funds have also contributed to the capital base of a regional commercial bank operating in
the country (EcoBank Liberia); and been channeled to a regional mobile communication operator
(Cellcom). The proposed rehabilitation of the Maryland Oil Palm Plantation would contribute to
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inclusive growth, including through an out grower scheme employing some 700 smallholders,
increasing local value addition, and improving the use of natural resources. Given the Bank’s
modest sustainable lending limits for Liberia and the country’s high risk status, indirect
investments through equity funds and regional financial sector operations (including trade
finance) could serve as an important channel for private sector investment. The Bank will also
explore opportunities to support the development and financing of Public-Private Partnerships
(PPPs) in the energy, transport, and water sectors through technical assistance and direct
financing, including by mobilizing credit enhancement through the ADF PRG. Additional
private sector operations will emerge over the strategy period.
56.
Non-lending work will strategically support operations and provide an input to
Government policy making. Non-lending operations will build upon the Bank’s increasing role
as a knowledge broker and adviser, and ESWs will inform Bank-supported programs and
Government policies, and assess progress in reforms. ESWs will be coordinated with other DPs,
and prepared together when appropriate, to reduce overlap and increase impact. Funding will be
through administrative or project funds, trust funds, and co-financing with DPs. Amongst other
ESWs, the Gender Profile will be finalized in 2013, an energy master plan to support
institutional reform will be initiated in 2013, and a PEFA study will be prepared in 2015.
Potential analytical work on leveraging the benefits from natural resources extraction could be
envisaged, as well as other sector analyses including on potential policy reforms, the financial
sector, and fragility. In the transport sector, a review of the Transport Master Plan and analysis of
the potential for PPPs could be foreseen. The Bank will also support the development of
statistical and M&E capacity to allow the Government and DPs to better analyze the economy
and monitor and evaluate policies and progress on goals (see Annex 1).
57.
Strategy Implementation Instruments: The Bank seeks to use the most suitable
instruments to support the strategy, including project loans and grants, budget and institutional
support, as well as a combination of economic and sector work, and policy dialogue. In sectors
where national expertise is yet to be reorganized, the Bank’s intervention takes the form of
investment projects which, besides components related to infrastructure rehabilitation or
construction, will comprise significant capacity-building activities. The CSP may also utilize a
multi-sector programmatic budget support operation to remain flexible and adapt to new
information and changing country circumstances. A multi-sector approach could be an
appropriate tool because: (i) it underpins a comprehensive approach to broad-based policy
dialogue supporting state building in fragile contexts; and (ii) it provides predictable medium
term financing, especially to support credible public investment planning. Moreover, the
Government prefers the PBO instrument to allow it to deliver on its commitments. The PBO
could support activities and projects across both pillars.
58.
Projects will increase their use of country financial management systems; new projects
will be expected to account for new Bank financing through IFMIS when possible. This will
ensure that: planning relating to Bank support is integrated into the Ministries, Departments, and
Agencies (MDAs) strategic plans and budget submissions; funds receivable from the Bank
relating to those projects are incorporated in the annual appropriations approved by Parliament;
funds are managed through Government treasury systems; and accounting and reporting thereof
is in line with the Government’s classification system. Procurement already uses country systems
for “shopping” but proposed capacity development initiatives to address capacity gaps will
determine how quickly country systems can be considered for NCB. The Bank intends to adapt
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an increased procurement capacity building initiative for projects. It will provide training to
ensure that procurement staff are trained in both pre- and post- contracting phases.
3.3 Monitoring and evaluation of the CSP
59.
The Bank, in collaboration with the Government, will conduct monitoring and evaluation
of the CSP results framework (see Annex 8), which is based on the results framework for the
AfT. In January 2013, the Government launched the Liberia Development Alliance (LDA) with
coordination of M&E for implementation of the AfT as one of its primary tasks, including a unit
with one M&E specialist for each pillar of the AfT. The creation of the LDA demonstrates the
Government’s recognition that effective implementation of the AfT would depend on a wellcoordinated and a strong M&E framework. Weaknesses in M&E and the production of statistics
will be supported by Bank support to LISGIS and M&E. A CSP Mid-Term Review will be
conducted in 2015 to measure the progress made and results obtained, and, if necessary, to make
adjustments to the objectives and indicators. To address portfolio issues, LRFO will conduct
annual portfolio performance reviews and hold regular workshops on themes affecting portfolio
quality. It will also participate in joint monitoring of the AfT and sector progress.
3.4
Country Dialogue Issues
60.
Country Dialogue Issues: Country dialogue will be focused on (i) portfolio quality and
(ii) governance reforms, namely in the context of increasing Government revenues and
investment. Other dialogues issues include increasing the coordination of concessions
management and increasing their benefits; capacity development and civil service reforms;
prioritizing regional integration in the Mano River Union; investment climate and regulatory
reform to ease administrative and regulatory burdens on private sector, which will increase
opportunities for SMEs, and will begin to break down the barriers facing women and other
marginalized groups; and ensuring that donors are working selectively and to their comparative
advantage to cover all AfT priorities.
3.5

Potential Risks and Mitigation Measures

Insecurity and a return to conflict
Probability of risk: moderate
Mitigative Measure
Insecurity and a return to conflict could result from Increased dialogue will help ensure emerging security
internal or external tension resulting from perceptions of needs are managed and an UNMIL drawdown is not
corruption, lack of benefits and opportunities reaching disorderly. Governance improvements will increase
excluded areas. This could be affected by the drawdown transparency to reduce real and perceived corruption,
of UNMIL forces and low capacity and funding for the and increase service delivery, including implementing
sector. Perceived insecurity can also reduce long-term regional security hubs. Infrastructure investments will be
investment.
made in excluded areas to reduce exclusion and internal
and regional tensions, and help diversify the economy.
Impact from these measures: moderate
Capacity and implementation risks
Probability of risk: high
Mitigative measures
Capacity and implementation risks are also significant, All Bank projects will continue to include significant
and the limited human and institutional capacity of capacity building components, and the LRFO presence
implementing agencies will be tested further as they will allow for increased supervision and regular portfolio
manage increasing resources. Political will is strong at reviews. Political resistance to change and capacity
top levels, but resistance could be developed elsewhere.
constraints will be assessed during project design.
Impact from these measures: moderate
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Vulnerability to International Shocks
Probability of risk: moderate
Mitigative measures
International shocks, including lower commodity By reducing exclusion through infrastructure
demand
and
prices,
could
affect
strategy investments and increasing transparency and PFM
implementation, especially with the economy largely efficiency through governance reforms and capacity
undiversified and dependent on a few lines of exports, building, this strategy will support economic
FDI related to these sectors, rice and fuel imports, and diversification that will reduce internal and regional
overseas development assistance for financing its tensions, while also allowing a more diversified
investments. A drop in Government revenues from these economy to develop.
sectors could also affect program implementation.
Impact from these measures: moderate
Vulnerability to Climate Change Risk
Probability of risk: moderate
Mitigative measures
Climate change could affect the implementation of the Projects will be designed to be climate resilient and
strategy and increase the vulnerability of the appropriate policy, legal and institutional mechanisms
infrastructure development and economy.
will be supported to address climate change challenges.
Impact from these measures: moderate

IV. CONCLUSION AND RECOMMENDATION
4.1

Conclusion

61.
Since the end of its conflict, Liberia has experienced strong growth, however, it will need
to be properly harnessed to lead to long term growth and development that reduces vulnerability
to conflict. The Government has prepared the Agenda for Transformation to address its
socioeconomic challenges for 2012 to 2017, and the Bank proposes a selective strategy for 2013
to 2017 to support the AfT. This strategy would focus on key constraints to growth, largely
energy and roads, as well as improvements in governance and the business environment that will
allow this growth to be sustained and for Liberia to make full use of its resources.
4.2

Recommendation

62.
The Boards of Directors are invited to consider and approve the proposed Country
Strategy Paper for Liberia for 2013-2017.
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Annex 1: Indicative Pipeline

Indicative Bank Non-lending Program for 2013-2017 CSP (noted when funding is not from admin.)
2013

2014

2015-2017

Regional Integration, Stability, and Growth Study (Canadian Trust Fund)
African Economic Outlook Liberia Chapter
Fiduciary Risk Assessment
Gender Profile
Fiduciary Clinic
Statistical Capacity Building and HIES Support for LISGIS (SCB funding)
African Economic Outlook Liberia Chapter
Study on Increasing Returns from Natural Resources (FSF / Governance Trust Fund)
Country Portfolio Performance Review (CPPR)
African Economic Outlook Liberia Chapter
PEFA / PEMFAR
CSP midterm review / CPPR
Other-TBD during CSP midterm review in 2015

I

Annex 2: Donor Division of Labor in Support of Agenda for Transformation

Partner

Other

Energy

Roads

AfDB
China
EU / EIB
France
Denmark
DFID/UK
Germany
Ireland
Norway
SIDA/Sweden
JICA
United States
World Bank
IMF

II

Economic
Governance

Public Sector
Modern.

Political
Governance

Pillar IV
Governance and Public
Institutions
Water and
Sanitation

Social Protection

Health and Social
Welfare

Education

Mineral
Development

Forestry

Infrastructure

Agriculture Food
Security

Macroeconomic
Issues

Human Development

Private Sector
Development

Economic Transformation

Judicial Reform

Peace, Security and Rule of Law
Justice and Rule
of Law

Pillar III

Peace and
Reconcilliation

Pillar II

Security

Pillar I

Annex 3: Selected Macro Indicators

III

Annex 4: Comparative Socio-Economic Indicators
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Annex 5: Country Portfolio Improvement Plan (CPIP)
Challenges/
Issue

Weak
Capacities for
Project Design
and
Management

Weak Sector
Coordination
and Country
Partnerships

Weak
Governance
and Rule of
Law

Slow Civil
Service
Reforms

Slow
Ratification
Process

6

Actions Required

Conduct detailed feasibility studies for complex projects ;
Ensure projects ownership by GoL from project design;
Appointment of core Project Team before effectiveness;
Enhance effectiveness of steering committees;
Promote placement of trainees graduated from Finance and other
sectorsManagement and procurement Training Centers;
Organize Fiduciary Clinic on FM, procurement and contract
management techniques;
Enhance skill-mix of Bank supervision Teams
Promote & Sustain working groups in arising development
areas;
Strengthen capacities of Aid Management Unit;
Support activities of Liberia Development Alliance;
Adopt Budget support or Pool funding mechanism for sectors
where conditions are met;
Foster dialogue with GoL and partners on accountability, anticorruption, transparency and justice &security issues;
Continue support to public financial management reforms
including procurement and Internal Audit;
Emphasize dialogue with GoL on the importance of reforms of
civil service including the payroll structure;
Restrain from financing or promoting activities not in line with
upcoming reforms;
Support initiatives the targets rationalization of the mandates
and functions of Ministries, Agencies and SOEs
Engage parliamentarians at early stages of the project
preparation. Clarify the project cycle;
Interact with parliamentarians on Bank rules and procedures in
sectors of their interest: environment and social safeguards;
promotion of local contractors; as well as loan repayment;

Measurable Indicator
Baseline- Target

Baseline
Jan2013

Target

Delay from approval to
effectiveness (months)

8

7

14.4%

18%

66%

83%

Annual disbursement rate

Project Procurement plan
prepared timely
Coordination meetings on
Budget Support
Merging of Finance and
Economic Plan. Ministries
% of Liberia Development
Alliance pledges satisfied
N° of Regional Justice and
Security Hubs created

Dec. 2014

GoL/
ADB

March
2014

Projects ADB

No

Yes

2014
Dec. 2013

3

June
2014

GoL &
Partners
GoL &
Partners

0

5

Sept. 2013

GoL

35000

45000

12

6

Staff payrolls cleaned and
run on IFMIS (HR
Module)

V

GoL/
ADB

June 2014 GoL/
ADB
GoL
Dec.

0%

Source

Dec. 2014

6

Procurement audit reports
published for high
spending Ministries6.

Public Works, Education, Health, Internal Affairs and Justice

Responsi
ble

0

1

Delay from signature to
Ratification (months)

Timeframe

35%

Sept. 2013
GoL

Dec. 2014

GoL/
ADB

ADB

AMU
Report
Official
Gazette
LDA
Report
Ministry
of Justice
PPCC &
IMF

IMF
Reviews

ADB

Annex 6: Liberia Portfolio Status – 03 May 2013

#

1
2
3
4
5
6
7
8
9

Project Title

Sector
and share

Urban Water and Sanitation Project
Fostering Innovative Sanitation and
Hygiene in Monrovia (FISH)
Rural Water Supply Sanitation and
Hygiene Program Study
Equity in Access Bank (and supplementary
Equity)
Payments System Development Project
(Liberia, The Gambia, Guinea, S.Leone)
Economic Governance and
Competitiveness Support Program
Integrated Public Financial Management
Reform Project
Fragile States Facility: LEITI, Medicine
School, PFM, Govern.Com, Public Works
Support to Liberia Institute for Public
Administration

10

Agriculture Sector Rehabilitation Project

11

Smallholder Agriculture Productivity
Enhancement and Commercialization

12

ECOWAS for Peace and development.
Project (Guinée, Guin. Bissau, Lib, SL)

13

Water and
Sanitation
(19%)

Finance
and
Banking
(4%)

Governan
ce (24%)

Agricultur
e and
Rural
Developm
ent (32%)

Closing
Date

Approv
ed
Amoun
t
(Millio
n UA)

Disbur
sement
Ratio

Performa
nce
Rating*

Appro
val
date

Effective
ness

Delay
Approv
alEffecti
ve

May-10

Jan-12

19.9

Jun-15

26.09

5%

Satisf.

Jan-13

Apr-12

3

Dec-15

0.71

40%

Not Yet

Oct-12

Jan-13

2.9

Feb-14

0.58

0%

Not Yet

Apr-08/
Dec-12

Oct-08

6.0

n/a

0.91

86%

Satisf.

Nov-10

Feb-11

2.7

Jun-14

5.00

5%

Satisf.

Jun-11

Dec-11

5.6

Jun-14

30.00

47%

Satisf.

Sep-12

Sep-12

0.3

Jun-16

3.00

17.5%

Not Yet

Apr-09

effective

1.8

June-14

1.67

57%

Satisf.

May-07

Nov.
2012

66**

Jun-13

0.07

80%

Not Yet

Apr-09

Mar-10

10.8

Jun-16

12.50

38%

Satisf.

May-12

not yet

n/a

Dec-17

33.80

0%

Not Yet

Pot.
Probl.

Sep-04

Nov-04

2.1

Jun-13

10.00

84%

Labor-Based Public Works Project

Social
Infrastructure

Dec-07

Apr-09

15.2

Dec-15

15.24

88%

Suppl.Grant to Labor-Based PWP

(21%)

Jun-11

Jan-12

6.7

Dec-15

5.00

23%

146

31%

Total / Average

6.8

Satisf.

Observations

Pre-construction activities on-going. Key
institutional strengthening started.
Project launched and first disbursed in April 13.
The entire Project team recruited before May 13.
Study Team recruited. Procurement of consultant
started. Delays due to management issues.
Banking activities expanded out of Monrovia.
Women are > 60% of 97 K clients.
All contracts have been negotiated or signed. IT
Infrastructure upgrading starts in May 13.
Second tranche planned for disbursement before
June 30, 2013.
Rapid ddisbursement mechanism in place. The
first coordinated supervision in May 2013.
Since 2012, FSF operations are exclusively
oriented to capacity building and diagnostics.
Training is on-going for about 100 Government
staff on different topics in Monrovia and Interior.
Disbursement rate targeted for December 2013 is
50%. Main contracts signed and under execution.
Ratification by Parliament under finalization,
twelve months from the approval date.
Former SL refugees resettled in Liberian hosting
communities and Ecowas Peace Corp supported.
Main social infrastructure under completion. A
fast tracking process for Paving Harper- Fish
Town is closely managed by OITC and LRFO

*Performance rating after assessment from supervision activities: Not yet: Not yet rated; Satisf.: Satisfactory; PPP: Potential Problematic Project; PP: Problematic Project;
** Operation approved on a Trust Fund, not signed after 5 years and revived after opening of LRFO
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Annex 7: Fiduciary Risk Assessment
1. Introduction
The Country Fiduciary Risk Assessment (FRA) assesses the inherent fiduciary risk associated
with the use of national Public Financial Management (PFM) Systems. The FRA establishes
whether the Bank can place reliance on the core PFM systems for the implementation of the
Bank’s aid initiatives, as well as indicate scope for capacity development where weaknesses
are identified, in line with the Bank’s commitment to operationalize the objectives of the Paris
Declaration. In assessing the fiduciary risk, the team used recent diagnostic reviews including
but not limited to the 2012 Public Expenditure and Financial Accountability (PEFA)
Assessment, the 2011 Country Policy and Institutional Assessment (CPIA), the 2011 Country
Portfolio Performance Assessment (PPA), World Bank’s Worldwide Governance Indicators
and the 2011 Mo Ibrahim Index of African Governance among others. The Team also had
discussions with Government Ministries, Departments, and Agencies (MDAs); as well as
selected development partners.
2. Overall Fiduciary Risk
The overall fiduciary risk for the Government remains high. The review identified the key
areas of fiduciary risk as follows: (i) Ineffective Payroll Management and Controls; (ii)
Unsatisfactory External Scrutiny and oversight arrangements that have not been buttressed by
the expected legislative review of audit reports and limited follow up of audit
recommendations; (iii) Ineffective Procurement monitoring and compliance exacerbated by
poor human capacity; (iv) Inadequate cash planning and poor control over the numerous
Government bank accounts.
3. Performance of the PFM systems
3.1
Budget: Despite significant strides in this sub system, the budget does not currently
incorporate donor financing (which is accounted for separately), and has struggled to capture
accurately non-tax revenues especially those accruing from natural resource concessioners.
An additional area of weakness relates to cash forecasting, which is made difficult by the
existence of a multitude of Government bank accounts, both at the central bank and with
commercial banks. Lack of timely information on the Government’s consolidated cash
position makes cash planning unreliable.
3.1.1 Current Risk – The main risks therefore currently associated with the sub system relate
to the failure to incorporate donor funding in the approved budget; the multiplicity of bank
accounts associated with ‘donor and other Government financing’; and the inability to
correctly forecast non-tax revenues. In mitigation, the Government is currently rolling out the
Integrated Financial Management Information System (IFMIS) which will enable the
incorporation of currently self-accounting donor projects into the main Government
accounting system. Integration of the Project Financial Management Unit (PFMU), currently
responsible for the financial management of the bulk of donor projects, into the Accountant
General’s Accounting Services Unit is envisaged in the short to medium term to complete the
transition. The IFMIS and its relatively advanced planning tools, coupled with current efforts
to resolve major sticky issues with existing concessioners, will help improve the
Government’s forecasting ability with regards to non-tax revenues, as well as enhance efforts
to establish a Treasury Single Account to address current issues hampering the management
of Government bank accounts.
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3.1.2 Risk Rating for the Budgeting Sub-system: Clearly more work needs to be done in this
area, especially regarding agreement with the major concessioners and their expected
contributions to the fiscus and bringing in all donor financing into the budget. But the
enactment of the PFM Act 2009 and related legislation, and the on-going roll-out of IFMIS,
means that this sub-system is on course for a much better performance in the very near future.
For now however, the assessment in March 2013 rated the sub-system risk as Substantial.
3.2
The Treasury Sub-System: The PFM Act (2009) also governs the treasury subcomponent. As noted earlier, Government bank accounts are maintained with a combination
of the Central Bank and Commercial Banks. One weakness associated with the use of the
commercial banks is that the credit to the Government is made net of any fees or charges,
meaning there is no record in the Government’s books of how much is actually spent in the
form of those fees or charges on an annual basis. In addition, although cashflow forecasts are
prepared annually, these tend to be done very late in the year under execution (often during
the second quarter), and they are not systematically updated on a monthly basis, meaning that
the usefulness of the forecasts is severely compromised. Allotments to MDAs, which
constitute the commitment ceilings, are made for a monthly period only, which means that
longer term cash flow planning is meaningless. Also, the GoL has not agreed procedures with
those donors providing budget support that would lead to a schedule of projected quarterly
disbursements. Consequently, budget support estimates are omitted from the consolidated
annual cash plan.
3.2.1 Current Risk – Clearly, the multiplicity of bank accounts and the lack of a
consolidated cash position poses significant risks and weaknesses to the cash management
process. In mitigation, the position will be addressed by the introduction of a Treasury Single
Account (TSA) system, as well as accounting for gross instead of net receipts.
3.2.2 Risk rating for the treasury sub-system: In light of the foregoing reasons, the risk
associated with the treasury sub-system was assessed as Substantial in March 2013.
3.3
Accounting Reporting and Internal Control: Accounting, financial reporting, and
internal controls are not yet at an adequate standard, although the introduction of the IFMIS
should bring significant improvements. The GoL has adopted the International Public Sector
Accounting Standards (IPSAS) cash basis of accounting. However, the MoF has yet to
establish systematic processes, based on these standards, for preparing quarterly in-year
reports and, more importantly, end-of year financial statements, and for publishing these on a
timely basis. The first set of Government financial statements, compliant with IPSAS, was
produced for FY2011, but these are yet to be audited. Bank reconciliations of treasurymanaged accounts are up-to-date, and there are no un-reconciled accounts maintained in the
general ledger, although the reconciliation process has yet to migrate to IFMIS. However, on
the negative side, information on resources available to service delivery units, such as schools
and hospitals, is not systematically tracked anywhere in the system. Of even greater concern
is the status of the payroll. The civil service payroll is processed on the Government
Accounting Payroll System (GAPS) operated by the CAG Payroll Division. The personnel
database on the other hand is maintained by the CSA. The CSA personnel database, which
serves as the control file to the payroll, is not reconciled with GAPS. Without this periodic
reconciliation, there is significant risk that the integrity of the payroll data could be
compromised without detection. Also, while the normal payroll is in Liberian Dollars, there
are significant top-up allowances as well as the salaries of certain Government agencies, both
of which are paid in US dollars that are processed outside of GAPS. This has created a
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shadow payroll processing system over which controls are no better. The IFMIS fixed asset
module has not yet been activated to improve the security and record keeping capacity of
Government on its assets. Internal Audit however is on a positive trajectory, with the core of
an effective unit in place and being deployed to the key ministries. The unit could however
benefit from an enabling legislation, as it is currently reliant solely on the Internal Audit
Charter, which is not enough to guarantee the unit security of tenure.
3.3.1 Current Risk – The key risk for this sub-system relates to payroll, in its various forms
and the delinquent controls associated therewith. Payroll makes up the bulk of Government
recurrent expenditure and the controls thereon need to be addressed as a matter of urgency. In
mitigation, a process to clean up the payroll is being discussed for implementation before the
payroll can be transferred to the IFMIS HR module.
3.3.2 Risk rating for Accounting Sub-system: Due to the large relative size of the payroll
compared to the overall budget, the risk associated with the accounting, reporting, and control
sub-system was assessed as High in March 2013.
3.4
External scrutiny and audit: Independence of the Auditor General (AG) was
enhanced by a 2005 review to the enabling legislation, which gave the AG a direct reporting
line to the legislature, which is in line with best practice. However, the same legislation
reduced the tenure of the Auditor General from 15 years to 4 years, and did not guarantee the
AG’s financial independence by creating a separate appropriation for the office. Despite
significant improvements in audit capacity, the effectiveness of external scrutiny and audit has
been held back by the lack of follow-up of audit reports in the legislature. None of the 70 odd
audit reports produced by the General Auditing Commission (GAC) to date have been
considered by the legislature‘s Public Accounts and Audit Committees (PAAC). It is therefore
unclear if any of this audit work resulted in remedial actions.
3.4.1 Current Risk – The key risk for this sub-system relates to the independence of the
office of the AG, which is a critical requirement for its effectiveness. In mitigation, a
proposed new bill would address the shortcomings of the current Act, however, it has been
awaiting presentation and debate in Parliament for a considerable period.
3.4.2 Risk rating for External Scrutiny sub-system- Due to the fundamental nature of the
identified weakness, the risk associated with the external scrutiny and audit sub-system was
assessed as High in March 2013.
4.
Procurement: The Government has made notable progress in improving the
procurement regulatory framework, most notable of which was the enactment of the Public
Procurement Concession Act (PPCA) of 2005. The PPCA was reissued and restated in 2010.
The PPCA established several structures such as the Procurement and Concessions
Commission (PPCC), Procurement Committees, Procurement Units and the Complaints,
Appeals and Review Panel (CARP) to aid effective management of public procurement. The
Bank’s assessment of the National Procurement Procedures carried out in 2011 concluded that
the legal framework for procurement in Liberia is robust and globally consistent with the
Bank’s Rules and Procedures. The PPCC is the public procurement oversight agency which
ensures that the various actors observe the principles of a sound national procurement system.
Currently however, the PPCC lacks capacity and has not been able to efficiently enforce
compliance by carrying out its monitoring and evaluation mandate. Due to this lack of
capacity, the application of the PPCA and related procedures is not always consistent with
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best practice. To compound this shortcoming, since the PPCA was enacted, the CARP has not
been constituted. Consequently, it is not and has never been functional. In addition, delays in
finalizing and approving the national budget often result in delays to finalization of the annual
procurement plans, from which the cash flow planning is supposed to be derived.
4.1
Current Risk – The key risk for this sub-system relates to the very low human capacity
which renders the proper functioning of the system questionable. In mitigation, the PPCC is
being encouraged to intensify its training program to ensure that the evaluation and
contracting phases of the procurement process include technically trained staff in all the key
spending units. Improvements to human capacity would be augmented with intensified expost reviews by the PPCC itself.
4.2
Risk rating for Procurement Sub-system- Despite the relative strength associated with
the country’s current procurement rules and regulations, the pervasiveness of weak human
capacity across the board means that the risk associated with the procurement sub-system was
assessed as Substantial in March 2013.
5.
Governance: While Liberia still performs significantly below world and regional
averages in many areas of governance, most indicators reflect positive governance trends
since President Johnson-Sirleaf took office in 2006. The Transparency International
Corruption Perception Index has improved substantially from 2.2 in 2005 to 3.2 in 2011 [0
(highly corrupt) to 10 (very clean) scale], but Liberia still ranks high at 91 out of 183
countries in 20117. The World Bank’s Worldwide Governance Indicators confirm these
positive trends, with Liberia scoring 39.8 on a 0 to 100 scale in 2011 in terms of control of
corruption compared to 14.1 in 2005. Both the Mo Ibrahim Index of African Governance and
the ADB’s CPIA indicator have shown marked improvement and Liberia has improved from
a rank of 47th in 2006 to 34th of 52 African countries in 2012 and in the Governance rating
from 2.1 in 2005 to 3.7 in 2011 respectively. The country’s score on the Open Budget Index
for the transparency of the Budget process jumped from 3 (out of 100) in 2008 to 40 in 2010.
Liberia scores high on indicators of governance that show the availability of de jure
instruments, and very low on those that demonstrate de facto existence of practices and
institutional behavior. While this is not unusual in developing countries, in fragile states such
as Liberia, inconsistencies between de jure provisions and de facto practices have been known
to undermine confidence in state institutions. Years of conflict have undermined domestic
governance structures and the rule of law, leaving the country in a state of economic chaos,
destroyed infrastructure, dysfunctional institutions, which in turn has resulted in widespread
corruption and unemployment. Low public sector salaries, lack of training and capacity,
insufficient and cumbersome regulations have created both incentives and opportunities for
corruption across the public sector. In addition, Liberia is endowed with vast mineral wealth
and in spite of progress made in this area (i.e. Liberia becoming the first African country to be
EITI compliant in 2009, and the only country that includes forestry and agriculture
concessions as part of the EITI process); natural resource management continues to face
major corruption and mismanagement challenges.
5.1
Current Risk – The key risk for this sub-system relates to the inefficient institutional
structures that lack accountability at nearly all levels. This is indeed impeding development
effectiveness. In mitigation, the country is already signed up to EITI, there is political

7

The methodology to calculate the CPI has changed in 2012 and henceforth be presented on a 0-100 scale. Therefore, while there are new
scores for 2012, this score is not comparable with previous editions.
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commitment, and most of the rules are in place, all that’s required next is to transform these
legal provisions into practice. Granted, this is the more difficult part.
5.2
Risk rating for Governance sub-system: In light of all the foregoing, the risk
associated with the governance sub-system was assessed as High in March 2013.
6.
Bank’s Fiduciary Strategy during the CSP period: This will entail continued use of
the PFMU for the financial management of the majority of donor financed projects; until such
time that the migration of this unit into the Accounting Services Unit of the Accountant
General is complete. With the IFMIS stabilizing and increasing coverage, greater use will be
made of country financial management systems during the new CSP period: it is proposed
that all new projects to be commissioned in ministries that have been connected to the IFMIS
account for any new Bank Group financing through the IFMIS. This will ensure that: i)
planning relating to Bank Group support is integrated into the MDAs strategic plans and
budget submissions; ii) Funds receivable from the Bank Group relating to those new projects
are incorporated in the annual appropriations approved by Parliament; iii) the said funds are
managed through Government treasury systems; and iv) accounting and reporting thereof is in
line with the Government’s classification system. A pilot to use the Government Auditing
Commission is already underway. The success or otherwise of this pilot will determine how
quickly the external oversight function relating to Bank Group financing is changed to align it
with the country PFM system during this new CSP period.
Procurement already uses country systems for “Shopping” but proposed capacity
development initiatives to plug human capacity gaps, during the CSP period will determine
how quickly country systems can be considered for NCB. An interim arrangement similar to
the PFMU might need to be considered in the short term with regards to building procurement
capacity within the MDAs and to ensure the PPCC then devotes its energies to supervision
and monitoring of compliance.
Management of fiduciary risks will obviously require the full support and cooperation of
Government, particularly since the risks belong to Government more than they do to the
development partners. The Bank will work closely with other development partners to ensure
that Government understands the concerns over particular fiduciary risk issues and in efforts
to mitigate same.

XI

Annex 8: CSP Results Framework
Agenda for
Transformation Goals
Energy Sector
Increase affordable
access to electricity by
households and
enterprises, including
vulnerable groups.
Improve energy policy
formulation and
implementation, with
expanded multistakeholder
involvement.
Increase access to
liquid fuels and to
alternate electric energy
technology for offgrid
areas, including
increased development
of hydropower &
renewable energy

Transportation Sector
Increase accessibility,
reduce transport costs
(including maintenance
of roads and vehicles),

MID-TERM
MID-TERM
OUTCOMES
OUTPUTS
(expected by 2015)
(expected by 2015)
PILLAR I - Promoting inclusive economic growth through transformative infrastructure investments.
Power infrastructure is
Increased reliability of
- Increased interImplementation of the Contractors recruited
derelict or non-existent
energy supply and access connected networks:
225 KV transmission
for CLSG project
in the capital, provincial to electric power with
560 km 225kV line 4
line started
cities, and rural areas,
reduced costs
substations
Fulfillment of all
leading to low and/or
- Telecommunication
conditions precedents
no access to electricity
Electricity access rate
560 km Fiber Optic
for first disbursement
services. Transmission
increased: from 2% to
line
in all four countries
lines outside Monrovia
25% nationwide
- Increased rural
(including
no longer exist.
communities
environmental costs
Increased volume of
electrified: 0 to 300
paid by four
The cost of electricity is energy trade: 80MW or
(100,000 ppl)
Governments,
too high. Hydropower
560 GWh
- Increase nr
ratification by
and other generation
households connected:
legislature)
options are lower-cost
Reduced Cost of
Monrovia:
power options, but
electricity: from 51 cents 17,000(2013) to
WAPP and
require expanded
to 30 cents
87,000
governments
investment.
Rural: 0(2013) to
personnel trained (9%
Environmental
14,000
of female staff
concerns call for
- 150 permanent jobs
trained)
development of modern
created at 4
hydropower and
substations &
Provisional report
renewable energy
managing renewable
available for master
sources
energy site(20%
plan
women, 30% youth)
- Gender responsive
Energy Master Plan
-40 ppl trained on
CLSG
-Renewable energy
generates 5 MW
Issues hindering the
achievement of Goals

Long travel distance
and high transport and
maintenance cost due to
inadequate accessibility
between counties in the

FINAL OUTCOMES
(expected by 2017)

Reduced travel time
between regions and in
urban areas (by 33%40%) Travel time
between Fish Town and

FINAL OUTPUTS
(expected by 2017)

146km primary roads
(FT – H) upgraded to
bitumen (paved)
standard
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Reduced travel time
between regions and
in urban areas (5%)
Reduced Average

130 km Gravel
Improvement (FT-H))
10km Bitumen
Improvement (FT–H)

ADB Interventions
expected to be ongoing
during the CSP period
Proposed:
CLSG Interconnection
2013
And Electrification of
communities along the
CLSG line
Energy Master Plan 2013
Energy Access Project
2014
Sustainable Renewable
Energy Program (SREP)
2015

Partners: WB, EU,
Germany, Norway, JICA,
USAID

Ongoing:
Labor Based Public
Works Project (FT-H
Road Rehab.)

and improve safety,
improve road
connections between all
regions of Liberia,
especially for southeast
counties.

South East.
There is poor
maintenance of roads,
especially in secondary
and feeder roads.

Harper of 2-3 hours
(2013) reduced to 1-2
hours
Reduced avg Vehicle
Operating Costs (VOC)
per vehicle-km by 25%
by 2017 on FT – H
Better access of rural
areas to main highway
corridors.

Improved Road sector
governance and
maintenance

Public Financial
Management &
Transparency:
Strengthen and increase
transparency and
accountability of public
institutions to ensure
revenues and
government assets are
well managed,
monitored, and free
from corruption

400 km feeder roads
rehabilitated
15,000 man-months of
labor in feeder road
rehab, 30% women,
60% youth

Vehicle Operating
Costs (VOC) travel
costs (5%)

100km Feeder Roads
rehabilitated

Better access of rural
areas to main highway
corridor

5,000 man-months of
labor in feeder road
rehab, 30% women

1000 jobs created in
construction, 500
maintenance primary
roads (25% women,
60% youth)
Roads Authority and
Road Fund established
and operational

500 jobs created in
construction, 250
maintenance primary
roads (25% women)

Implementation
Arrangements for the
establishment of the
Roads Authority and
Road Fund finalized

Legislation process
establishing Roads
Authority and Road
Fund finalized by
Legislature

PILLAR II – Enhancing governance and the efficient management of resources.
Weak processes and
Improved transparency:
In-year budget
In-year Budget
In-year budget
systems to manage
Increased transparency
executions, with
execution reports and
executions, with
revenues, budgeting
and predictability in the
detailed fiscal outturns end-year financial
detailed fiscal outturns
and expenditure
budget process
produced quarterly
statements posted to
produced quarterly
management,
and published outturns MoF in a timely basis
and end-year financial
procurement practices,
and budget reports on
increasing
statements produced
granting concessions,
the website plus
transparency
(no more than 45 days
combined with
outreach areas (i.e.
after the quarter)
ineffective processes
county community
for control of
Scope, Nature and
halls)
GAC completes audits
corruption and limited
Follow up of External
External audit reports
of all M&As within 6
oversight and
Audit, PI-26 from D+ to
No. of financial and
prepared & released
months of the end of
management capacity in C+; Legislative
procurement audit
timely & Govt.
the fiscal year
the government, private Scrutiny of External
reports produced
followup of
sector and civil society. Audit - PI-28 from D to
Baseline: 30%
Legislative
C
Target: 80%
recommendations
strengthened
Publish and advertise

XIII

Agriculture Sector
Rehabilitation Project
(ASRP) 2011-2015
Smallholder Agric.
Productivity Enhancement
& Commercialization
Project (SAPEC) 20132017

Proposed:
Fish Town – Harper (FTH) Road Paving Project
2013
MRU Trade Corridor
2015
Maryland OPP 2013
Partners: WB, EU,
Germany (KFW & GIZ),
Norway, JICA, USAID,
DFID, SIDA (Sweden)
Ongoing:
Economic Governance
and Competiveness
(Budget) Support Program
(EGCSP) 2011-15
Integrated Public
Financial Management
Reform Program
(IPFMRP) 2012-16
LEITI Support
Regional integration and
Growth Flagship Study
2013
African Legal Support
Facility (ALSF)
Proposed:

Improved business environment
Promote and sustain
Current regulations and
private sector
their implementation
development through
are onerous, including
enhanced economic
for trade
competitiveness and
diversification,
increased value
addition and an
improved
Financing for
administrative and
productive investments
policy environment.
for MSMEs is limited

contracts by M&As on
an annual basis

Improved procurement
through increased
compliance w/ PPCA &
its provision by all MAC
& SOE

%age of MACs &
SOEs procurement
compliant, base 50%,
target 100% (MACs),
75% (SOEs)

Increased
transparency of
government
procurement practices

Strengthened
participation of civil
society in policy dialogue
and monitoring of
Government revenues

Number of
recommended policy
reforms taken on
board by Government

Strengthened
participation of civil
society in policy
dialogue and
monitoring of
Government revenues

Improved business
environment: DB
ranking improvement
from 149 of 185 (2013)

2-3 reforms related to
DB indicators per year
(TBD in 2015 Midterm Review)

Increased access to
Financial services for
MSMEs, especially
women

Access Bank: 16,000
loans outstanding
(>=50% women
entrepreneurs)

Construction: 23
procedures (2013) to
20;
Property Registration:
10 procedures (2013)
to 8;
Days to import/export
28 & 15 (2013) to 20
& 10

Streamlined
procedures and
requirements for: construction permit, property registration
and 75% of import
and export permit
documents processed
by ASYCUDA

Improved access to
financing, especially
to women
entrepreneurs

Access Bank: 13,000
loans outstanding
(10,256 Feb 2013)
(>=50% women
entrepreneurs, 60.5%
Feb 2013)

Improved human capacity, water and sanitation institutions (Ongoing projects)
Increase access to safe
Water systems in cities
Portion of Liberians
water supply and
are not operational.
with access to potable
sanitation and improve
They have been
water increase from 77%
hygiene practices, and
damaged during the
(2015) to 79%
contribute to improved
war. The pipes are out
human welfare,
of use. They need to be Portion of Liberians with
development and
repaired and replaced.
access to
Liberia’s long term
environmentally-safe
sustainable growth
The entire sector
sanitation increase from

70% of population
accessing safe and
adequate water supply
in Monrovia, Zwedru,
Voinjama, Kakata,
Harper, Robertsport
and Saniquellie
14000 households

XIV

Portion of Liberians
with access to potable
water increase from
25% (2008) to 77%
Portion of Liberians
with access to
environmentally safe
sanitation increase

Number of events in
which CS actively
participate in policy
dialogue and
production of report
with recommendations

45% of population
access safe &
adequate water supply
Monrovia, Zwedru,
Voinjama, Kakata,
Harper, Robertsport
&Saniquellie
50% of existing public

FSF Support
Budget Support 20142017
ISP 2015-2018
Natural Resource ESW
PEFA/PEMFAR 2015
Partners: WB, EU,
USAID, SIDA (Sweden),
IMF

Ongoing:
EGCSP 2011-2015
Access Bank
WAMZ Payment Systems
Regional integration and
Growth Flagship Study
2013
Proposed:
PATSIL 2013 -2016
Maryland OPP 2013
Budget Support 20142017
Partners: WB, IFC,
Norway, USAID, SIDA
(Sweden), JICA
On-going
Urban Water and
Sanitation Project (20102016)
Fostering Innovative
Sanitation and Hygiene in
Monrovia (FISH) (20132015)
Rural Water Supply

requires enhancement
of the institutional,
operational and
management capacity to
ensure long term
sustainability of
services provision.

56% to 60%
Functional and improved
management of water
and sanitation facilities

with piped water
connections in
Monrovia
30% women
represent’n on water
management
committees

from 15% to 56%

toilet rehabilitated in
Monrovia, Buchanan,
Kakata and Zwedru

Sanitation and Hygiene
Program Study (20132014)

11000 households
with piped water
connections in
Monrovia

Partners: WB,USAID,
IrishAid

20% women
represent’n on water
committees.
NB: The Outputs and Outcomes for the new proposed projects to be financed from ADF-XIII and part of ADF-XIII are indicative and may be subject to refinement/adjustment during the
appraisal stage of the projects and/or CSP Mid-Term Review foreseen in 2015.
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