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EXECUTIVE SUMMARY



Introduction

The purpose of the Report is to provide an evatuati thelLiberia Private Sector Development in
Post Conflict Program(the “Program”) implemented by the IFC over the 602010 period. In
line with the Terms of Reference (TOR), the analysiaimed at assessingoth the efficacy of
[the] program in achieving its initial objectivesand the quantitative impacts generated from
program achievemerit§pages 2 and 3). In particular, the exercise ive® (i) aqualitative part
focusing on the relevance, effectiveness (outpuitd autcomes) and efficiency of the IFC
intervention, and (ii) ajuantitative part aimed at quantifying the impacts achieved boththey
Program as a whole (‘cross cutting’ impacts) andscific interventions (‘product or component-
specific’ impacts).

Program Overview

Objective and Overall Approach. The Program’sverall objectiveis “to reshape the business
climate to allow for investors (foreign and domeysto operate in Liberia. To achieve these aims,
this initial project will have three main work stnas: one to reduce barriers to formalization, one
to improve the investment policy framework, legisfaand institutions, and one to improve public-
private dialogue to underpin the PSD reform prote$during implementation, the range of
Program activities was expanded to incorporateglbimsiness reforms, as well as support to both
the creation of special economic zones (SEZ) aadntiprovement of the trade logistics system.

Timeline and Budget The first phase of Program became operation@awober 10, 2006. Phase
2 was launched in September 2007. Overall, therBrnogluration was set at 45 months, with the
expected completion date on June 30, 2010. Durmgementation, the Program completion date
was extended to December 2010, bringing the tatadtibn to51 months Upon approval of phase
2, the Program had an estimated budget of US$ 4B85As a result of the addition of two
components, the total amount of funds managed éytbgram is currently set dS$ 6,150,925
When in-kind contribution from the GoL and fundevyided by the Investment Climate Facility for
Africa are included, the total Program size reachealue olUS$ 8,880,925.

Components Initially, the Program was structured in threempmnents (or work streams)

targeting: (i) barriers to formalization, (ii) ins&nent promotion, and (iii) a cross-cutting

component, mainly including support to public-ptevadialogue (PPD) and communication
activities. Following the expansion of the crosstiog component to incorporate doing business
reforms and the addition of the two componentsidgalith SEZ and trade logistics, the Program
achieved its actual configuration, includiexx componentswhose objectives are summarized in
the table below.

Program Components
Component Objective
#1 — Business Registration | Reducing informality by streamlining the businesgistration process

Enhancing the capacity of the Government of Lib&riattract and promote qualityf
investment

Supporting all the other components and seekirigrtber strengthen the businesg
climate through: (i) improving public-private digloe and (ii) providing a robust
communications program to anchor awareness ofwéeab reform program

#4 — Doing Business Supporting efforts deployed by the government’siBess Reform Committee to
Reforms improve the investment climate

Reducing time and cost of import and export tratisas and supporting an
efficiently functioning trade logistics system thgh targeted reforms

#6 — SEZ Assisting the Government of Liberia in the creatidrspecial economic zones

#2 — Investment Promotion

#3 — PPD and
Communication

#5 - Trade Logistics




Program Environment. The Program was implemented in a country thatjhsidemerged form a
long armed conflict, and at a time when all othenats were focused on the provision of peace-
keeping and reconstruction assistance. TherefbeePtogram had to confront with an extremely
difficult operating environment, characterized largely dysfunctional government institutions,
lack of knowledgeable local counterparts, and akweeostly informal private sector. In particular,
weaknesses at the institutional level were paditylsevere, and this inevitably affected Program
activities, by making it unusually difficult to malate the advice provided into concrete actions.
This has obvious implications from an evaluatiomspective, as the results measured based on
standard evaluation metrics and criteria have tontezpreted considering the pioneering nature of
the Program.

Evaluation

Strategic Relevance All Program components timely addressed key Qgumptiorities, as
demonstrated byheir full alignment with the National developmergtrategy as defined in the
Poverty Reduction Strategy. The Program desighasacterized by more than adequate balance
between quick-wins and structural reformsnd many reform areas have been comprehensively
addressed, combining the achievement of adminigraeforms, technological changes, and legal
reviews. In most cases, adequate institutional ngements were set-up and productive
relationships established with local counterpddserational cooperation was revealed to be more
complex than initially envisaged with a single insttion (the NIC), whose lack of commitment
was not anticipatedCollaboration with other donorfias been largely maximizew raise Program
leverage vis-a-vis governmental authorities.

Delivery of Outputs. The Prograntimely delivered afair number of high quality outputs In
accordance with the implemented practical approachmited number of action plans for DB-
reforms were delivered on schedule, providing dmeciecommendations, with numerical
examples, demonstrating the likely impact of theppsed reforms (comparatively less structured
action plans were formulated with reference tonmaaimed at simplifying existing import/export
procedures). Acomparatively less positive performanaeas recorded with reference to the
delivery of outputs aimed at introducing legislagi\changeslargely due to overly optimistic initial
targets. As foother delivered outputs the assessmenpositive as (i) high quality reports paving
the way to the introduction of important structurgfiorms, such as the Five-Year Business Plan for
the National Investment Commission or the pre-fahbiyi study for the establishment of SEZ in
Liberia, were developed and largely praised by r@die and (ii)) a small number of training
initiatives, such as training on DB indicators focal economic journalists or risk management
workshops for custom staff, were implemented andatly appreciated by participantall
interviewed beneficiaries declared to be satisfmdvery satisfied with the assistance received by
the Program

Achievement of Development OutcomedOverall, the degree of acceptance and implementat
of recommendations formulated under the Prograrairty high, although there are differences
depending upon the nature of the actions. Sihecess rate was particularly high in the case of
administrative reforms with almost 40 improvements implemented over ge&@r period,
significantly contributing to increasing Liberia‘anking from 177 to 149 (beria was recognized
as a Top 10 Global Reformer in 201.0As a result of these administrative improvemeiats
significant reduction in both time and costs ofqadures to comply with business regulation has
been achieved, particularly in the following ared&sisiness registration, trade logistics and
construction permits. The introduction lefjislative changes was more problematihe passage
of a landmark piece of legislation such as the riewestment law required wholehearted,
multifaceted efforts from the Program Team. Theblobg and advocacy process took about two



years, far longer than initially forecast, but, gjivthe fact that the operating context was a cguntr
in the aftermath of a conflict, and the importan€@achieved outcome, this time span appears to be
reasonable and more than justified. Asdthrer structural reforms, a mixed picture emergdabe
Five-Year Business Plan aimed at transforming th@ddal Investment Commission into a more
traditional and effective investment promotion agehas not been implemented, while elements of
the model concessions agreement have been usdukhyinistry of Agriculture in negotiating
some new concessions.

Efficiency. A fully fledged assessment of Program efficiersciimited by conceptual and practical
considerations, given the heterogeneous natureeoduitputs (which makes comparison difficult or
misleading) and the lack of detailed data at thedpct/component level. Overalhudget
composition looks adequatand no major deviation between actual and budgekgenditures
exists (with the exclusion of SEZ, whose funds rema blocked for about one year). On the
positive side, astrong local team was recruitednd efficiency gains in the management of
financial resources were soughidy combining experts’ missions with a similar omgpproject in
Sierra Leone as well as by maximizing synergieshvather funds (namely, the ICF). On the
negative side, problems encountered with the pimvi®f institutional support to the National
Investment Commission and the finalization of ti&Z $aw negatively affected cost-effectiveness.

Impact Assessment

Introduction . The impact assessment exercise focused on fpestef impact, namely:

» two overall impacts relevant for all components or product areaduting: (i) the aggregate
private sector cost savings, and (ii) the privatet@ investment generated;

» threeproduct-specific impactsincluding: (i) the number of new businesses tegesl, (ii) the
new jobs created, and (iii) the increase in traoled".

Three methodological issues must be highlightetle@butset. First, the exercise required the use of
a variety of data, both of a micro and macro-ecaoamature, collected from a variety of sources.
Unfortunately, in a number of cases, the qualitgaifa is less than ideal and, therefem@netimes
only rough estimates could be produce8econd, the notion of ‘product-specific’ impace (
related to work carried out in a specific areandéiivention) is at times diminutive, as some impact
are in fact the result of more than one strand abiviies or components (as well as by other
external factors). Thereforehenever feasible, the analysis was extended tcsmhar all the main
contributing factors Third, the impact assessment exercise coverpdhed until end 2010. It is
well known that in many cases investment climafernes take time to produce effects, which
become visible only in the medium term. This igtigatarly the case for impacts on investment and
employment, as economic agents tend to respond awitime lag to the opportunities created by
changes in the legislative and regulatory framewadtkerefore, it is important to stress that the
guantitative estimates provided in this Report medaly to the initial impacts of the IFC
intervention, and do not consider the effects tlzatuld materialize in the future

Private Sector Cost Savings Private sector cost savings (PSCS) are definetheassavings
accruing to private economic agents as a resukfofms in the investment climate. They include:
(i) cost savings associated with the reduction in out-of-pockepensesincurred by private
enterprises thanks to the elimination/reductionceftain fees (stamp duties, service fees, etc.)
and/or the need to rely on service providers fotaie formalities (e.g. legal advice). A particular
category of cost savings refers to the eliminateghiction of ‘unofficial/facilitation costs’, i.e.

! The TOR also indicated two additional product-$fe@mpacts, namely (i) the number of new busimsssomplying
with tax regime, and (ii) the tax revenue generaktmvever, the assessment of these two impactsatasarried out,
due to the lack of Program components specifidaligeting tax policy and administrative issues.



bribes paid to facilitate/fasten administrativeqadures or to maintain informal status. These kinds
of costs emerged as significant and fairly wellwoented in Liberia; (iijime savingsreferring to

the gains in terms of opportunity cost of lalesulting from regulatory simplification and/ooin

the adoption of improved organizational modelsdertain services Over the 2008 — 2010 period,
the PSCS generated by the reforms supported bfPriigram can be estimatedadtout US$ 4.7
million. Overall, about two thirds of total PSCS are cate@ with one single reform, i.e. the
reduction of the pre-shipment inspection (PSI)ffeen 1.5% to 1.2%. Another 15% of benefits are
linked to the streamlining of business registraiwacedures for corporations and the reduction of
facilitation costs associated with the increasthexnumber of businesses shifting from informal to
formal status.

Private Sector Investment GeneratedAs stated before, the implementation of the insanal
capacity building program for the NIC was discongd due to a lack of commitment from the
beneficiary. On the contrary, the model concessigieement developed within the framework of
the assistance provide to the Ministry of Agrictdticertainly constitutes an important tool for
attracting or retaining foreign investment. Howeas the values of concession deals also depend
on a variety of other factors, no quantificationtbé impact achieved by the Program under the
investment promotion component could be made. Gn dther hand, the impact on private
investment linked to the enterprise formation pssceas assessed (see below). Based on average
investment parameters in newly formed enterprighe, value of incremental private sector
investment associated with the reforms promotethbyProgram can be estimated in the region of
US$ 11 to 13 million for the 2008 — 2010 period

Number of New Businesses Registeredhe pace of business registration acceleratesiderably

in connection with the introduction of reforms soped by the Program, with the number of newly
registered enterprises growing from about 5,200%,3n 2006 and 2007) to more than 7,000 in
2008 and 2009. Extrapolating the data for the fiise months to the whole year, the number of
new business registrations is expected to be irotder of 9,700 for 2010. When allowances are
made for firms previously operating informally, thember of newly established businesses linked
to the Program can be estimate@&00 — 4,100 for the 2008 — 2010 period

Number of Jobs Created The increase in the number of new businessesafflscted employment
levels. Based on average parameters for employlaeals in newly established enterprises, the
number of jobs associated with the reforms supddstethe Program can be estimated&B00 to
20,400 for the entire 2008 — 2010 period

Increase in trade flows No quantification of the Program impact is poksillue to a variety of
factors, including the ongoing status of many &gy implemented under the trade logistic
component, the lack of data required to make usscohometric techniques and the impossibility
of distinguishing the Program impact from that caroeconomic developments.

Recommendations
The Program is expected to be followed up by amoitméative currently in the drafting stage.

Evaluation results provide elements which may besictered in the design of the new initiatives. In
particular:

2 A third type of PSCS is typically estimated ase fmancial savings related to the reduction in fihancial burden
shouldered by private operators as a result of gdsin the payment modalities for a certain feéagr with ensuing
cash flow advantages. However, no similar reformgehbeen facilitated by the Program, and, therefiis type of
PSCS has not been addressed by the Report.



in order to improve effectiveness, anhanced assessment of riskstentially arising from a
lack of either commitment or understanding on thent side must be preliminagonducted,
and relevant mitigation measures planned;

an improvement of efficiency could be achieveddeyining exit strategies during the initial
stage This could help to reduce the size of operatioagpenditures incurred for the
implementation of activities which do not delivespected results;

as pertains to monitoring, an effort should be mixmcrease the clarity and information
content of project reportingandimprove the M&E systemThe information basis available for
the M&E could be improved by establishing a strarmgd¢ationship with the national bureau of
statistics.
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1 INTRODUCTION

This Liberia Country Report (the “Report”) is theufth deliverable to be submitted to the
International Finance Corporation (IFC) within finemework of the “Investment Climate in Africa
Program - Four-Country Impact Assessment” (herénaktferred to as “the Assignment” or “the
Study”). The Report was prepared Bgonomisti Associatiin collaboration with theCenter for
Economic and Social ReseareimdThe Africa Groupcollectively referred to as “the Consultant”.

The purpose of the Report is to provide an evatuati thelLiberia Private Sector Development in
Post Conflict Program(the “Program”} implemented by the IFC over the 2006 — 2010 petiiod
line with the Terms of Reference (TOR), the analysiaimed at assessingoth the efficacy of
[the] program in achieving its initial objectivesand the quantitative impacts generated from
program achievemerit§pages 2 and 3). In particular, the exercise ive® (i) aqualitative part
focusing on the relevance, effectiveness (outputd autcomes), and efficiency of the IFC
intervention, and (ii) @uantitative part aimed at quantifying the impacts achieved byRhmgram
as a whole (‘cross cutting’ impacts) and by spedifterventions (‘product or component-specific’
impacts).

The Report is based on a combination of primarysewbndary sources. Secondary sources consist
of a variety of project documents including approval documents, supervision repd8f),
progress reports to donors (PR) as welkasstantive report®n various topics produced by IFC
staff or consultants during implementation. Primamformation was collected during #eld
mission carried out in July 2010 as well as on subseqtaoitfinding project carried out by the
local consultant from July to October 2010. Througihthe implementation of the Assignment, the
Consultant enjoyed thiill support of the relevant IFC staff which kindly supplied background
documents and, most importantly, provided clartfamas and contributed their views on various
aspects of Project activities. In this respect,cgpethanks goes to Ms. Maria Miller (Program
Coordinator), who was instrumental in the orgamrabf the field mission and, more generally,
provided valuable support in collecting data onos aspects and, most importantly, interpreting
these data.

An earlier version of this Report, submitted in @mr 2016, was subsequently extensively
commented by IFC staff. In some cases, comment® \@ecompanied by the provision of
additional documentation, which had not been ma@dable at earlier stages. As a result, several
parts of the Report were extensively reworked.

The Report is structured as follows:

» Section 2 provides an overall presentation of tfegyRAm (timeline, budget, components, etc.);

» Section 3 provides detailed analysis of Progranviéies, focusing on individual components;

e Section 4 provides a qualitative evaluation of thegram, focusing on issues related to
relevance, effectiveness and efficiency;

» Section 5 provides a quantification of Program’patis, focusing on ‘cross cutting’ impacts as
well as some component specific impacts;

» Section 6 provides concluding remarks.

The Report also includes four Annexes. In particula
* Annex A, listing the documentary sources used;

% Three interrelated projects are collectively inmpéated under the Liberia Investment Climate Progrmamd namely:
(i) the Business Enabling Environment (BEE) — Phag®oject (#550945), (ii) the Trade Logistic pj€#562147),
and (iii) the Special Economic Zone project (#56224
* Report #4 - Liberia Country Report, October 24120
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* Annex B, listing the persons and entities intenaevduring fieldwork;

* Annex C, providing a detailed analysis of one @& timpacts, the so called private sector cost
savings;

* Annex D, providing a detailed analysis of the otingpacts.

The Report was written by Enrico Giannotti (Senkbraluator) with substantial support from
Roberto Zavatta (Team Leader) and research assesteam Tommaso Grassi (Senior Evaluator)
and Elena Esposito (Research Assistant). Factnigndiork in Liberia was carried out by Enrico
Giannotti, with the assistance of Alex Cuffy (Lo€&dnsultant). As indicated above, the Consultant
greatly benefited from inputs provided by IFC staffolved in various capacities in the Program.
However, as is customary for consulting reportpeerlly in the case of independent evaluation
assignments, the views expressed in this Reporthaxse of the authors only and should not be
attributed in any way to the IFC, its staff andgemeral, the World Bank Group.
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2 PROGRAM OVERVIEW
2.1 Objective, Timeline and Scope

Objective. The Liberia Private Sector Development in thetfmnflict Program is one of the
initiatives of the Investment Climate Advisory Sees (IC) program of the World Bank Group,
which provides technical assistance and adviceotmities seeking to improve their investment
climate. This multi-year initiative, implemented two subsequent phases, aims at the dual
objectives of (i) supporting the Government of ltiban regulatory reforms, and (ii) attracting and
promoting quality investment. As stated in approdatument for the first Phase, the Program’s
overall objectivds “to reshape the business climate to allow for inuass{foreign and domestic) to
operate in Liberia. To achieve these aims, thisahproject will have three main work streams:
one to reduce barriers to formalization, one to oy the investment policy framework, legislation
and institutions, and one to improve public-privdialogue to underpin the PSD reform process
Intended outcomedvecome more specific in the second Phase andtedleiberia’s inclusion in
the Doing Business Survey, starting in 200¥dditional activities which further contributed the
achievement of the overall objective were addedui@ course. These initiatives, specifically aimed
at supporting the creation of special economic zcared the improvement of the trade logistics
system, were managed as stand-alone projects. Howawractice, all activities were collectively
implemented as a single program.

Timeline. After a pre-implementation phase running betwEehruary and September 2006, the
Program became operational on October 10, 2BBé&se lof the Program, conducting preliminary
activities and laying analytical foundations, wasnpleted by July 2007. After two months of pre-
implementation activitied?hase 2vas launched in September, 2007. Overall, the Brogluration
was set at 45 months, with the expected completaia on June 30, 2010. During implementation,
the Program completion date was extended to Decef(i), bringing the total duration &l
months Two subsequently added projects jointly impleradninder the Program have different
completion dates. In particular, the deadline eftitade logistics project, initially set on Decembe
1, 2010, was later extended to June 30, 2011. Tmepletion date for the SEZ project was
repeatedly extended, and the project was officiethged on November 30, 2010.

Components Initially, the Program was structured in threenponents (or work streams): (i) one
addressing barriers to formalization, (ii) one deawith investment promotion, and (iii) a cross-
cutting component, primarily including support fgublic-private dialogue (PPD) and a
communication program. As stated above, during @mgntation, the cross-cutting component was
expanded to incorporate doing business reforms, taml components dealing with Special
Economic Zones (SEZ) and trade logistics were adéada result, at the time of writing, the
Program includesix componentswhose objectives are summarized in Table 2.1vbelo

Table 2.1 Program Components
Component Objective
#1 — Business Registration Reducing informality by streamlining the businesgistration process

Enhancing the capacity of the Government of Libariattract and

#2 — Investment Promotior promote quality investment

> PDS Approval, October 13, 2009ntended outcomes are: (1) an increase in new lessirregistration numbers
(reduction in informality), (2) promoting investntegeneration by strengthening the investment ingeliaries,
addressing sector-specific reforms, and reachingtowattract increased investments in Liberia'sdieg industries; (3)
establishment of an effective public private dialegand business reform committee, reinforced byeswale
communications to develop an improved businesatdifincluding in ways measured by Doing Business)”
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Supporting all the other components and seekirgrther strengthen the
#3 — PPD and business climate through: (i) improving public-@ie dialogue and (ii)
Communication providing a robust communications program to an@wareness of the

overall reform program

Supporting efforts deployed by the government's iBess Reform

#4 — DB Reforms Committee to improve the investment climate

Reducing time and cost of import and export tratsas and supportin
an efficiently functioning trade logistics systemdugh targeted reforms

4

#5 — Trade Logistics

Assisting the Government of Liberia in the creatairspecial economi¢

#6 — SEZ Jones

2.2 Organization and Budget

Program Counterparts. In Phase 1, Project documents indicate the Minisf Commerce &

Industry as thel'ead Client. In Phase 2, in unison with the expansion of ttiviies and the

increased complexity of the Program, the Governnwntiberia (GolL) is referred to as the

‘Client’. Indeed, in line with its broadened scope, thegRnm interacted with a variety of other

government counterparts. Key counterparts (andeflaged Program component), include:

» the Office of the President/Minister of State with®ortfolio (overall Program, DB reforms and
SEZ);

* the National Investment Commission (investment prtoom, DB reformsand SEZ);

* the Ministry of Commerce & Industry (business lisgrg reform and PPD);

» the Ministry of Finance (trade logistics);

* the Minister of Agriculture (investment promotion).

Program Organization. During Phase 1, Project activities were cooraéidaby a Task Team
Leader (TTL) based in Johannesburg. Actually, fdifflerent TTLs alternated between 2006 and
2008. Starting from November 2006, a locally baBedgram Coordinator was hired and by the
end of 2008 the recruitment of a local team in Mora was completed, including, in addition to
the Program Coordinator, a coordinator for the putivate dialogue forum (LBBF), a program
economist (supporting both LBBF and the entire oy, a communications assistant, a program
assistant and an LBBF short-term assistant. Thel lmam has been directly managing many
activities as well as coordinating the activiti€svarious missions/teams visiting the country to
work on different work streams.

Budget Funds initially allocated to the Program (Pha3ehdd an estimated budget of US$
635,016. Following the development of Phase 2,hidget was expanded to US$ 4,685,000 on
February 1, 2008, and subsequently revised downteatdS$ 4,600,925. Budget sources include
primary various IFC funds or IFC-managed facilit{€$AS, PEP-Africa, CASA, FMTAAS, etc.)
and, to a lesser extent, directly donors (SIDA $930,000, and The Netherlands - US$ 100,000).
During 2008, the total budget was raised by US$niilfion, to include funding for the newly
added trade logistics (US$ 850,000) and SEZ (USH0B®) components. The budget allocated to
the latter component was repeatedly revised upwardeach the sum of US$ 700,000 in the first
half of 2009. All in all, the total amount of fundsanaged by the Program is currently sdt/8$
6,150,925 When in-kind contributions from G8L(US$ 230,000) and funds provided by the
Investment Climate Facility for Africa (ICF) to dga and implement the new business registry

® The value is the sum of US$ 100,000 to cover mssimegistry staff costs, US$ 100,000 to accourBfi financing
of the SEZ joint steering committee, and US$ 30,@08ccount for the Ministry of Finance staff time.
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(US$ 2.5 million) are included, the total Prograimesreaches th&JS$ 8,880,925value. The
estimated breakdown of funds by component is pexvid Table 2.2.

Table 2.2 Program Budget

Component IFC-managed Additional Total
Budget Contributions Budget
#1 — Business Registration 450,000 2,600,000 3,050,000
#2 — Investment Promotion 1,700,000 0 1,700,000
#3& #4 — PPD, Communication & 2.450,000 0 2 450,000
DB Reforms
#5 — Trade Logistics 850,000 30,000 880,000
#6 — SEZ 700,000 100,000 800,000
Total 6,150,000 2,730,000 8,880,000

2.3 Project Environment/Parallel Initiatives

Many of the themes dealt with and the reforms supgoby the Program have seen the active
involvement of other donors and institutions. Imtjgalar:

the Investment Climate Facility for Africa (ICF)has been providing financial support for the
establishment of both the business registry (Cormapb#l) and the computerization of manual
paperwork systems in the Custom House and theatlearagencies in the port of Monrovia
(Component #5;

through targeted programs to create joUs|DP, ILO and theWorld Bank have provided
support to the Government’s efforts to reduce imiality;

in addition to the above, the implementation of thiéatives foreseen under Component #5
benefited from the concomitant support provided: tfie African Development Bank,
financially sustaining, through direct budgetarypport, the realization of the ASYCUDA
World project; (ii) theEuropean Commissionassisting to the Ministry of Finance towards the
modernization of the Liberian custom code, andl (IEAID, providing assistance to support the
Bureau of Customs and Excise in the developmerih@fsingle-stop building at the Port of
Monrovia;

through the US$ 37 million Agriculture and Infragtture Development Projecthe World
Bank has favored the introduction of policy reformspyded institutional support and favored
investments in the infrastructure and agricultueetars since 2007. Some of the activities
undertaken under Component #2 have been closé&lgdiwith this project. Other aspects of the
team’s work under Component #4 were also suppdryeaingoing World Bank support for the
Government on land reform and support for the Gitilonrovia;

a key role has been played by tMF , first under the Staff-monitor program (SMP) andren
recently, under the 3-year PRGF-supported progrpmyviding technical assistance and
advisory services to the Ministry of Finance oncdis policy, including tax and customs
administration.

The existence of several donors and institutiordressing the same reform areas is commonly
deemed to be beneficial to spur the reform paceveder, this may also originatéifficulties in
coordination Indeed, whenever different players hold differeigws on the required solutions
and/or on the approaches to be adopted to taakigasiissues, this may well lead to conflicting
signals to Government counterparts, and, in tutoywv down the implementation of reforms.
Furthermore, for the purposes of this exercise pttesence of several actors pointing in the same

" The US$ 300,000 grant provided by ICF to compaéethe clearance agencies in the port of Monravizot included
in the Program budget as these funds have not dieectly managed by the IFC and, indeed, were ecbtnded as an
additional contribution in the project documentstfte trade logistics component.
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direction poses amttribution problem as it is difficult to disentangle the contributi@f the
Program from that of concomitant initiatives. Howevboth the operational and the analytical
issues appear to be of rather limited importandbencase of the Program under evaluation, mainly
due (i) to the pioneering role of the Program iivgte sector development, while other actors
started addressing this theme only in late 2008, (@nthe collaborative relationships established
by the Program with other actors, which minimizéé tisk of overlapping. An example of this
coordination is provided by activities in custonaform, with the IMF and WB programs targeted
at governance and infrastructure, and the Progoaumsking primarily on trade logistics aspects.
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3 PROGRAM ACTIVITIES
3.1 Component #1 — Business Registration

Phase 1During February — March 2007, amformality Surveywas conducted aimed at providing
a better understanding of existing barriers to fdimatiorf. The survey covered over 1,000 totally
informal, partially/completely formal businesseslaommunity leaders in six regions of Liberia,
and highlighted the importance of streamlining aadlucing the costs of the business registration
process, raising awareness in the business comyrabout start-up procedures and reducing taxes
as key measures to promote business formalization.

Phase 2.A comprehensive approach was adopted by the Rrogpaassist the GoL in easing
business registration, addressing technical, aditnative and legislative obstacles. In particuiae,
Program Investment Climate Team (the ‘IC Team’vpted useful support to:

« the launching of acomputerizedbusiness registryn Monrovia, to be followed by at least two
satellite locations, enabling decentralized busnegistration. Starting from initial assistance to
secure a US$ 2.5 million grant from the ICF fording the design and implementation of the
system, the IC Team has been constantly assistaay duthorities, and, in particular, the Joint
Steering Committee (JSC), through the various stéfise new registry set-tp

« the streamlining and decreasing of time for busisesegistration by eliminating and/or
combining existing procedures (e.g. co-locationtisdé agencies involved in the process,
introduction of standardized forms for articlesio€orporation) and setting a fixed time for
approval of documentation by relevant governmegdthorities (i.e. the Ministry of Commerce
and the Ministry of Foreign Affairs). Technical etance for the introduction of these
improvements is actually provided under Compondn(sée below);

« the review of the legal foundations of business isttation, namely theéAssociations Law

Some delays have occurred with reference to theclang of the new registry and the drafting of
the amended Associations Law. In the former casételd availability of local counterparts was the
main cause. In the latter case, the request t@postthe revision of the legislation came as altresu
of a GoL shift in priorities. Indeed, given the adéh of the addressed law, covering far more than
business start-up, the effort that would be reglicegain consensus would further delay the launch
of the registry. Therefore, the Government madeadegyic decision to table the revision in favor of
a joint set of regulations governing the busineggistry. The achievement of both outcomes is
currently forecast for the end of this year.

3.2 Component #2 — Investment Promotion

Phase 1 Program activities under Component #2 focusetivon interrelated areas:

» the review of the investment regulatory framewo¥éktechnical review ot.iberia’s investment
law and related legislatiohwascompleted in December 2006 and ensuing recommemdati
formulated based on international best practc&ubsequently, the IC Team provided

8 FIAS, Liberia — Removing Barriers to Enterprise Formatipa, June 2007.

° This assistance included: (i) identification ogfidition of the contractual relationship with, aedpervision of the
activities implemented by the service provider (May Registers Development AS), (ii) capacity builgliactivities
aimed strengthening of JSC capacities (organizatioa study tour of the Norwegian Business Regjistayd (iii)
assistance to locate and finalize the procuremethiecfacility (and necessary hardware and furmigg) that will house
the registry.

91t includes the legal investment regime dictatgdHe Constitution, the Investment Incentives Cotl¢973 and the
1979 constitutive statute of the National Investtr@ammission.

1 iberia, Summary Review of Investment Law of Liberia antialnProposals on Considerations for Refgrm
December 2006.
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assistance to a working group from the NIC to catepla technical drafting of a new
investment law. This involved the review of all ethrelevant pieces of legislation defining the
investment climate, such as the Companies Lawjnimeigration laws and the labor law, to
ensure consistency between the revised investrodetand the supporting legal framework;

» institutional strengthening of the National Investent Promotion Agency Initially,
preliminary activities aimed at developing a fuédged capacity building program for the NIC
were carried out, including: (i) an institutionaets assessméftwhich highlighted the need
for corporate restructuring to reduce the regulatosle and focus more on investment
promotion; and (ii) a 3-year corporate plan, tasigie institution in this transformatibh

Phase 2 Based on the corporate plan designed in Phagecdmprehensivastitutional capacity
building program for the NIC (including staff training, acquisition of adequdfe tools and
investor tracking systems, development of promaiionaterials, etc.) was planned. However, only
a training seminaf was organized in the first half of 2008, as theCNlid not engage in the
restructuring process and continued operating witlodedicated investment promotion division,
thereby minimizing the effectiveness of capacityiding activities. A second business plan for the
NIC was developed, addressing the Commission’s conaaves the release of its regulatory
function®>. Despite its formal endorsement, the NIC did naket actual steps towards its
implementation, and as a result, this element ®Rfogram was discontinued. On the positive side,
the new investment lawwas finalized and recently enactedespite strong opposition to the law
from a section of the business community, agaimstaiimination/reduction of reserved business
sectors for Liberiart§ The achievement of this outstanding result reglizonstant efforts by the
IC Team, including many lobbying efforts, repeatedsultative activities to agree on revisions to
be introduced (including the organization of a jpuipblicy forum and research support to review
investment codes from other countries in the regj@mee Component #3) and subsequent support
for redrafting of the law.

Assistance originally dedicated to NIC was rededctowards the Ministry of Agriculture, which
required support to attract and retain foreign stoes in the tree crop sector. Initial assistance
focused on: (i) the development otancession policy and model concession agreemenguide

the granting of concessions of existing plantatiamsl new land for plantations, and (ii) the
provision of support to identify attractive siteée, package investment opportunities and assist in
negotiations with investors, through tloperational servicesof an ad-hoc recruited oil palm
industry expert. In accordance with the recommeadstincluded in the consultation rep8rthe
GoL requested further support to design a sustknfitamework and policies for amall-
holder/out-grower schemeA draft options paper is currently being finatzéy the retained

2 The Institutional Needs Assessment of Nationaéftment Commission of Liberia was undertaken imdan2007.
13 A draft of the 3-year corporate plan for the NRebuilding Liberia through Investment Attractioretétion, and
Reform) was prepared bRexis Consulting Groupinder the supervision of FIAS and delivered in Astg2007. This
plan highlighted the lack of a governance structr¢he NIC and the need to refocus activitiesgegively biased
towards screening and approving applications ramgecentives and monitoring incentives contra@somotional
activities were largely carried out by the Chairman

14 Effective Investment Promotion Seminar to NIC fskefld on February 26-29, 2008.

!5 Five-Year Business Plan for the National Investn@smmission (NIC) of Liberia, 2008- 2013, Draftpil 4, 2008,
prepared by Louis T. Wells and Etienne Kechichi@his document suggests that NIC will continue awayd
incentives, at least for projects of more than 28dmillion, but under a new organizational struetusetter matching
the needs for investment promotion.

'8 1n 1975, the government promulgatedLibérianizationPolicy”, an Act amending the General Business tawet
aside 12 business activities exclusively for Libag. An amendment in 1998 increased the numbeusihéss areas
reserved for Liberians to 26.

o Report on regulatory regime comparative analysisytorm investment code revision, conducted by TherDoe
Nah, April 2, 2008.

18 |FC, Model Concession Framework Project, Consultatiopdte September 2008.
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consulting firm Cardno Agrisystems However, the viability of the proposed schemeyrba
qguestioned by the comprehensive smallholder tre@ cevitalization support project, currently
being designed by the IBRD. In order to ensure miee between the two projects and to use
synergies to their full advantage, IBRD staff ahd tC Team are in regular contact at a working
level.

3.3 Component #3 — PPD and Communication

Phase 1 Activities largely focused on setting-up the kafsir a structured dialogue on reforms.
Consultations with key stakeholders were carriet toureach consensus on th&ucture and
design of a public-private partnership foruras well as on key issues to be addressed to peomot
private sector developmeénit Five thematic areas were selected, namely: (ijaecement of the
legal and regulatory framework; (ii) facilitatinghe improvement of physical and social
infrastructure; (iii) streamlining of administraéiv processes; (iv) institutional enhancement,
including capacity building; (v) trade and exparbmotion.

Phase 2 TheLiberia Better Business Forum (LBBFWwas officially launched on July 11, 2007 as
a “structured partnership that brings together the &wowvnent of Liberia and the private sector for
the purpose of engaging in constructive dialoguaea at identifying, prioritizing and resolving
key constraints to private sector developmerirbm an operational point of view, the LBBF
created five working groups, specifically addregsihe thematic areas identified during Phase 1.
After defining the operational framework and gowerce structure, the Program ensured the
effective functioning of the LBBF by managing itedependent Secretariat and conducting policy
research and analysis. Areas of activity have ol (i) advocacy for legislative reforms, namely
for the passage of the contentiously debated imesst law, the review of the Association and
General business law, and the development of a @voiah code; (i) PPD initiatives, such as the
facilitation of private sector input at the Cabitetel Business Reform Committee (see below) and
the organization of the annual private sector dag @ii) communication activities, such as the
provision of support to the establishment and inginfor the Liberian Economic Journalists
Association(LEJA) and the implementation of a multimedia &gy, including the sponsorship of
a twice weekly radio program (“Business World”)daan LBBF page every 2 weeks in the most
widely read Monrovia newspaper.

3.4 Component #4 — DB-Reforms

In November 2007, following Liberia’s inclusion snthe World Bank Group’s Doing Business
Survey, theBusiness Reform Committe@BRC) was created by the President of Liberia and
mandated with the task of identifying and suppagrtithe implementation of short-term
administrative and legislative reforms aimed at rowing the investment climate and its
performance as measured by Doing Business indgaidithin the BRC a total of four Technical
Working Groups (TWG), chaired by line ministriesene established to focus on four DB areas,
namely: (i) ‘starting a business’, (ii) ‘construai permits’, (iii) ‘trading across borders’, and)(i
‘property registration’. The IC Team and the DB &efi Team jointly provided technical and
operational assistance to all the TWG, includemgalytical support with the formulation of
recommendations on administrative reforms to beerttallen and the sharing of best practice
analyses and key lessons learned, as wddlcas logistics supporfor all BRC and TWG meetings.
As aforementioned, a key factor in the successdatalche of the BRC was provided by the LBBF,
facilitating the participation of the private sector at the TWG, andonducting
outreach/communications activitiesThanks to the comprehensive support provided iy t

¥ Two focus group meetings organized in JanuaryMag 2007.
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Program, a large number of administrative refornesenwintroduced, falling under all four targeted
DB areas, as illustrated in the next section.

3.5 Component #5 — Trade Logistics

This component was not specifically addressed uRtase 1. It was introduced into Phase 2 and is
managed as a separate project from a financiat pbwiew. In addition, it should be reiteratedttha
its timeline slightly differs from that of the owal Program: its completion date, initially settle

end of 2010, has been recently moved six monthwafar (i.e. June 2011). Therefore, this
component has still one year to go, with the exademt of achieving many positive outputs and
outcomes.

Work under this component has thus far concentranettiree areas:

» the implementation of a customs risk managementineg This has involved: (i) a review of
the existing regime and the development of a gyat@an to reduce the need for 100%
inspection of all imported goods, (ii) facilitatiaf set-up of a Risk Management Unit within
the Bureau of Customs & Excise, (iii) developmehaagisk management database to facilitate
collection, storage and retrieval of data, and {wmplementation of training/workshops to
officers involved at different stages of the borderarance process (e.g. operational officers at
the Freeport of Monrovia, senior officers of ther®au of Customs and Excise);

» the simplification of import and export proceduretrough streamlining and/or elimination of
unnecessary steps and documents (e.g. eliminatiotheo Ministry of Commerce permit
previously required to conduct a destination inipag, and the reduction of trade-related costs
(e.g. reduction in the pre-shipment inspection ,feemoval of the requirement for shipping
companies to pay customs overtime). Progress snatga benefited from activities undertaken
under the cross-cutting Component #4;

» the assistance to the implementation of electroaigdomation which includes (i) assistance to
secure a US$ 300,000 grant from the ICF for fundivggprocurement of the computer for back
office functions of key border control agencieshst Monrovia Freeport, and (ii) the provision
of IT training, which, in turn, should facilitatbe launching of ASYCUDA Customs software
system. A pilot version of this automated custofearance system was launched in November
2009, with financial support from the African Despinent Bank. The IC Team has secured
close collaboration with the in-country ASYCUDA teain particular for the development of
risk profiles and targets to be entered into tretesy.

Additional support has also been provided to thé o the re-drafting of th€ustoms code

3.6 Component #6 — SEZ

As in the case of trade logistics, this componeas wdded as a separate Program component in
March 2008, following a request for assistance ftbia President’s Office to properly address a
proposal received by a Chinese group to establ8BzAin Buchanan. This component was initially
structured in three, sequential phases and fordoastompletion by October 2009, but the
completion date had to be extended to November .201®hase 1 (i) key concepts of SEZ
developments to build consensus among policy makeassensitize private sector representatives
were introduced, and (ii) the creation of a SE£8tegy committee, to lead the implementation of a
national zone program, was facilitated. Subseqyeatre-feasibility stud§’ was prepared by the
Global SEZ Team. The main findings of this stuadgether with policy recommendations to move
forward, were summarized in a brief for the Presigdereview.

2 Establishment of Special Economic Zones in LibheAi@re-Feasibility Study, Final Report, Februa®pg.
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Following a request from the SEZ Steering Committaeed November 25, 2008, the Global SEZ
Team continued providing assistance durifttase 2to develop & sound and legal institutional
framework for establishing SEZA SEZ Law was timely drafted, but following waning interest
from the Chinese investor and the shift from a stecific to a national regime (as recommended in
the pre-feasibility study), the SEZ steering coneitwas disbanded and the NIC entrusted with the
management of the initiative. Despite repeatedrisffahe Global SEZ Team could not secure the
second-round of consolidated comments from differ@overnmental entities, and, therefore,
finalize the draft text of the Law. This obviouglyevented the implementation of other activities
foreseen under Phase 2 and urfdlease 3. After remaining in stalemate for about one yéais
component was officially terminated on November@01

2L Under Phase 3, the possibility of providing assise to conduct the actual transaction/concessianplanned.
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4 PROGRAM EVALUATION
4.1 Introduction

This section is devoted to the ‘qualitative’ pafrtlee assignment, i.e. the evaluation of the Pnogra
in terms of four evaluation criteria (i) strategic relevance, (ii) delivery of output§ii)
achievement of development outcomes and (iv) efficy. The aspects to be analyzed for each
evaluation criterion (the so called “evaluation spiens”) are listed in Box 4.1 below.

Box 4.1 Evaluation Question¥

Strategic Relevance:

* Did the intervention fit each country’s politicahdeconomic conditions? Was the right timing selét
for the program’s start?

e Did the program address the most acute problerhasimess environment or has selected “low-hangiing
fruits™?

* What was the demand for this program? Were the pagftners selected given program objectives?

Delivery of Outputs:
» Were key outputs of the appropriate quality achdesed timely delivered?
* To what extent were clients satisfied with the stasice received?

Achievement of Outcomes

* Did the various government agencies implement g@®mmendations provided? Did the governmjent
pass new laws/regulations recommended by/draftddthe assistance of the project?

¢ How did the recommendations implemented/new laveptedl translate into effective improvements
the investment climate and/or in other relevantaldes (e.g. increased capability of entities ndoei
support)?

n

Efficiency:

* How reasonable were costs vs. benefits?

* How economically were funds, expertise, time, etsed?
e Were there less costly ways to achieve objectives?

The aspects relevant to the above evaluation ieritee analyzed in the following four sections,
while a fifth section summarizes the key resultstee aspects are worth highlighting at the outset.
Firstly, the Program was implemented in a country that joat emerged form a long armed
conflict, and at a time when all other donors wiused on the provision of peace-keeping and
reconstruction assistance. Therefore, the Prograth tb confront with an extremely difficult
operating environment, characterized by largelyfudygional government institutions, lack of
knowledgeable local counterparts, and a weak, masfbrmal, private sector. In particular,
weaknesses at the institutional level were paditylsevere, and this inevitably affected Program
activities, by making it unusually difficult to imalate the advice provided into concrete actions.
This has obvious implications from an evaluatiomspective, as the results measured based on
standard evaluation metrics and criteria have totepreted considering the pioneering nature of
the Program.Secondly as already indicated in the previous section, Pinegram underwent
significant changes during implementation, with thdding of new components and the

22 A list of standard evaluation questions was pregigh the TOR. The list presented here is an ataptaf what
found in the TOR, to reflect the nature of the pobjunder consideration (e.g. elimination of questirelated to capital
investment, addition of reference to capacity boddactivities, etc.).
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reformulation of others (with the ensuing changethe list of output and outcome indicators). On

the one hand, the dynamic nature of the Programesses the ability to adjust to changing

circumstances and capacities to promptly address emerging needs of the Client. On the other
hand, it has some negative implications from auat®n perspective, as it makes a proper ‘before
and after’ assessment more complex and, to sonmantexhore exposed to subjective judgment.

Thirdly, given the complex nature of the Program, whicboempasses a wide range of actions in

several areas as warranted and feasible, generaidenations regarding the Program as a whole
are complemented with a more detailed analysissficific components. The presentation of

findings is accompanied by a summary assessmesgiréa by the approach used by IFC in the

case of Project Completion Reports, which involve tise of a four-levels rating system, ranging
from “excellent” to ‘unsatisfactor§®,

4.2 Strategic Relevance

Strategic relevance refers to the overall qualityPoogram design at the moment of approval as
well as to the ability to adjust to changing cir@iances. In this context, three aspects are of
particular importance: (i) the appropriateness had tntervention to country conditions; (ii) the
balance between ‘quick wins’ and more structurébrma efforts and (iii) the appropriateness of
institutional arrangements. The analysis of thésenes is complemented with component-specific
considerations.

Appropriateness to Country Conditions Upon approval, the Program’s objectives were
consistent with the priorities of the national nestuction and development agenda as outlined in
the interim Poverty Reduction Strategy Paper (iPR®Rich guided the development management
process of Liberia from July 2006 to June 200&adrticular, the Program supports achievement of
the key objective of thePRSP second Pillar “Revitalizing the Economy’i.e. ‘to rapidly
accelerate the pace of economic growth as the fatim of poverty eradication and sustained
developmerit by assisting the GoL in addressing some of thiéical structural constraints
hindering the recovery and development of the peivsector, in particular: (i) the exceptionally
large informal sector, (ii) the outdated and umative investment code and (iii) the variety of
administrative and regulatory practices and proeesiuhat penalize economic activities and
investments.The tie between the Program and tieal Liberia’s Poverty Reduction Strategy
(PRS) implemented from April 1, 2008 to June 30, 2014,even stronger, with priority
interventions aimed at creating an enabling envirent for private sector investment and exports
in non-traditional activities, largely mirroring &gram components. This almost perfect alignment
is not surprising, given that the IC Team providadbstantial input to the drafting of these
provisions of the GolL's strategies to ensure thiatape sector focus was appropriately reflected, a
clear sign of the Government’'s endorsement of ttegfam. The Program also played a positive
role in the achievement of the objectives pursuedeu thePRS third pillar (*Strengthening
governance and the rule of law;)such as ifivolving broader participation in the governance
process, and reducing corruptigrin fact, by increasing transparency and busieessvareness of
many administrative and regulatory procedures, @nothoting an open dialogue between private
and public sector, the Program has also been batitrg to the promotion of a culture of
accountability.

The appropriateness of the Program’s actions toctintry’s real conditions, as well as to
Government needs, is further reinforced by thdaiihjt adoptedparticipatory approach® and the

% For a summary presentation of the rating systese, Isuba Shara, “How to Improve the Quality of Pcoje
Completion Reports”, presentation at a PCR traimmgkshop, Johannesburg, July 27, 2009.

24 Between June and September 2007, the IC Teamtoollea series of visit to Liberia to meet with resgve line
ministries, in order to agree on implementatiomgties.
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truly demand-driven nature of many initiatives undertakewith detailed requests for assistance
directly formulated by the beneficiaries and backggreliminary analyses and discussions. Only a
minority of specific, administrative reforms achégiunder Component #1 were apparently more
geared towards the improvement of Liberia’s rankingterms of DB indicators rather than
addressing the most pressing needs voiced by iva@isector. Some considerations in this respect
are provided in Table 4.1.

Balance between ‘Quick Wins’ and Structural ReformEfforts. In the preliminary stage, the
Program was primarily geared towards the achievéwfestructural reforms, such as the set-up of a
business registry, the institutional strengtherohthe NIC and the amendment of the drafting of a
new investment code. During the preparation ofRhegram, following the inclusion of Liberia in
the DB Survey and the ensuing request of assistéoroeulated by the GoL to improve DB
rankings, the weight of attributed administratieéorms was raised. Nevertheless, Bniegram has
maintained a more than adequate balance betweenckwiins and more structural reformsin
fact, many reform areas have been comprehensivddyeased, combining the achievement of
administrative reforms, technological changes, #ghl reviews (as in the case of business
registration and trade logistics) and other sugubntitiatives, such as the development of SEZ and
the advisory services provided to the Ministry ajrisulture, were clearly not aimed at achieving
quick wins. A similar opinion was also voiced by aiterviewed beneficiaries, who simply
attributed the comparatively smaller results aohiein addressing structural reforms to their more
complex nature.

Appropriateness of Institutional Arrangements. In most cases, fruitful relationships were
established with Ministriesnandated by the Government (in some cases, tlsadBn¢ directly) to
take the lead on different initiatives. In someesaghe set-up of dedicated structures, such as the
Risk-Management Unit or the Joint Steering Commijttevas promoted to facilitate the
implementation of the envisaged activities. Newelghs, some problems were experienced due to
lack of commitment or weak operational capabilitiEer instance, the launching of the business
registry was significantly delayed by lack of aadility of local counterparts fiembers of the JSC
have not always been able to dedicate as muchtbntiee initiative as had been hopéd. In a
more limited number of casesooperation with GoL counterpart institutionstuatly with one,
single institution (the NIC), proved more problemaindinstitutional constraints revealed more
important than initially foreseen In particular, under Component #e existence of significant
risks linked to the limited local knowledge and thaatility of Government’s dedication, largely
triggered by the possibility of exploiting an adtwgpportunity rather than a genuine interest in
developing the SEZ economic policy tool, were rigldentified in the project documen$This
component adopted a very prudent approach, witlhasgd structure, and the passage to each
subsequent phase conditioned according to theagispi commitment and establishment of an
agreement with the beneficiary. However, no meascoeld be realistically foreseen to prevent the
risk of the President reassigning this initiatieea different, less committed counterpart, i.e. the
NIC. In the case of Component #a limited understanding of assistance implicajoon the
beneficiary side, and an underestimation of NIQig&nce to forgo its regulatory function and to
adopt a more formally structured organization, lo@ Program side, were pinpointed as the main
reasons for failure of the institutional capacityling program.

% SR#7 for the BEE Phase 2 project, page 2.

% ppDS Approval, February 6, 2009THe team is facing a number of risks concerning fhioject. First, there is
possible lack of commitment from government copatés, especially in the case of decreased levéhtefnational

investors' interest in a specific SEZs such asptitential one in Buchanan. [...].Second, there igatéd number of
public officials and private sector stakeholdersondre well versed in SEZ issues. [...] Third, in gwential later

stages of this project, it would be important tratt private operators to manage SEZs in the cgurand there is a
risk that there would not be much interest, esghcia light of current global economic circumstas”
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Collaboration with other donors was actively souglm order to raise Program leverage vis-a-vis
governmental authorities. For instance, the sufglesaplementation of reforms improving DB
rankings was favored by the fact that their impletagon helped Liberia to become eligible for the
Millennium Challenge Corporation funds. In the sawegn, a supportive role was played by the
IMF, which included the passage of the investmeanecas a condition of Liberia reaching the
HIPC decision point and ultimately debt relief, asetting program benchmarks fully consistent
with expected outcomes of the IFC Program undertthde logistics component, such as the
implementation of ASYCUDA in Monrovia Free Portdaive removal of import permit declaration
(IPD). However, lately different views emerged e ttase of SEZ law, whose passing was opposed
by the IMF.

Component-Specific Considerations Considerations regarding the strategic relevaoicghe
various components are presented in Table 4.1 below

Table 4.1 Strategic Relevance — Component-Specifionsiderations

Component Description
#1 - Busi_ness * As reported in several project documents, estimbyethe World Bank suggest
Registration that 80-90 percent of the labor force operatedrmédly in Liberia in 2006Given

the size of the informal economy and the strongatieg impact it has op
economic growth, as documented by the Informalityv8y, the relevance of the
Component’s objective — the reduction of informaliis valid.
e According to the Informality Survey, Liberianbdsinesses decide to operate
informally due to high start-up costs, lack of imf@tion and tax issué$.
Therefore,activities implemented have been largely consistaiith the stated
aim of this componentin particular, the awareness campaign efficieaddresse¥

the lack of information issd® whereas the simplification of the busingss
registration process reduced the likelihood thdbrmal businesses trying {o
formalize fail to accomplish; this issue has be@mmonly experienced by
informal businesses in the pAst
* Neverthelesssome minor remarksnust be made: (i) taking into consideration that
sole proprietorships and partnerships representgbemajority of businesses, the
introduction of administrative reforms primarilynaed at streamlining the procegss
to register corporations looks somehow biased byr&iking considerations; (if)
the reduction of taxes to stimulate business fomaabn has not been supported
despite the fact the Informality Survey clearlytiighted its utmost importante
However, it has to be mentioned that the policyomaf agenda in the field gf
taxation was largely dictated by the conditionaditispecified in the agreements
with the IMF.
* The combination of administrative reforms, techgatal changes and the revigw
of the legal foundational documents can be regasdednadequate approach,
properly balancing quick-wins and more structuraéforms

#2 — Inyestment * Given the high potential to attract new FDI anche®d to encourage re-entry |of
Promotion investors who left the Country during the confli800 of the 850 pre-war foreign
enterprises were no longer operational in Liberia2007) theComponent’a

2 FIAS, Liberia - Removing Barriers to Enterprise fatization, Part |: Survey Report, June 2007 (ptRje

% The majority of completely informal businesses me¢ well informed about the necessary steps tmmecfully
formal (only 6.2% of surveyed businesses claimekhtmw exactly what to do).

2 According to the Informality Survey, almost everther completely informal business has tried, arittda to
become formal (45%) due to expensive and complicatecedures and lack of informatiorstéps are too expensive
(24.9%), ‘steps are too complicateé¢R2.7%) and touldn’'t comply with necessary requiremén0.4%).

% Reduction of taxes was mentioned among top thoemdlization stimulants by over 80% of respondeants!
indicated as the single most important stimuland8% of interviewees.
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objectivedefinitely matches Country’s development priorities

The initial design, addressing both regulatory changes and complemg
capacity building needs of the NIC, walkefinitely appropriate Likewise, a
sensible operational approacivas retained to reinforce the NIC, conditioning
provision of technical assistance to its interredrganization. Nonetheless, w
the benefit of hindsight, additional, preliminanyitiatives aimed at raising th
beneficiary understanding of the operational amdhritial implications of th
designed institutional capacity building programulebhave been useful.

In spite of its addition in due course, thelevance of the assistance to t
Ministry of Agriculture is undisputable First, the importance of the developm
of the tree crop sector to the overall economicetigyment of Liberia can b
hardly overestimated, as it is clearly highlightedthe DTIS™. Secondly, thq
requests for assistance formulated by the MoA tathkey sector needs identifis
in the comprehensive assessment of agriculturatyptéd by the Ministry, with
support from FAO, the World Bank and IFAD
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#3 — PPD and
Communication

Public-private dialogue is an effective tool to pnote private sector developme

and investment climate improvements to the meastagilitates the introductiof

of better designed, more sensible reforms. Furtbegnit represents agfficient
tool to promote nation buildingespecially in post-conflict countries.

The relevance of selected thematic areas was grantedthwy participatory
approachadopted for the establishment of the LBBF, wit &mgagement of th

private sector in the reform process, thereby émgua better design of refornjs

and shared ownership of outcomes. However, durimgiementation, activitie
tended to concentrate on a few thematic arease(thfrBve WG, i.e. infrastructure
institutional enhancement and trade/export, hawpp&td functioning) due to th
high LBBF's dependency on the Program.
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#4 — DB
Reforms

Given the strong political will of the Governmentrhake reforms happen and fhe

need to achieve some quick-wins in a post-conflaintry to build momentun
and appetite for reforms, both thedevance andimeliness of this Component an
positively assessed

The selection of reform areasvas agreed with Government and looks larg
consistent with (i) the existing opportunities thieve fast improvements (Liber
ranked at the very bottom of DB rankings with refexe to ‘property registratiof
and ‘construction permits’ indicators), and (ii)etmeed to tackle the lack
transparency in administrative processes, conségligrcontributing to fighting
corruption (one of the biggest obstacles to doingiriess in Liberia, as illustratg
by the World Bank Enterprise Survey).

1
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#5 - Trade
Logistics

In the Liberia’ developmendtrategy trade is mentioned as a lever for growtids
poverty reduction More specifically, trade logistics was identifiets a key
priority among DB areas based on the possibility amhieving immediats
improvements (i.e. administrative reforms) as deteed by the technical tear
This selection looks somehow at odds when compaiigd the fairly positive
ranking in terms of ‘Trading across Borders’ indorain the DB Survey 200
(Liberia ranked 98 out of 178 countries). However, this initial pogitassessmer|

= o0

performed by the DB Survey revealed largely mistaked flawed by undul

3L DTIS: “One tree crop (rubber) accounts for over 90 peragnturrent exports and rubber, oil palm and coadter
the best opportunity for widespread, direct pagation by the poor in export activityas its development could
benefit some 450,000 households, i.e. almost otfeshtne rural population.

32 Republic of Liberia, Ministry of Agriculture, Comphensive Assessment of the Agriculture Sector (SAAb),
2007: ‘To enhance the contribution of tree crops to theetian economy short-term priorities should inclyaléblic—
private sector dialogue aimed at arriving at sodutts to critical issues that impinge on tree cropalepment, such as
[...] the role of the out-grower plantation schemegvdloping a model concessions contract and [...].tHa
medium/long term the emphasis should be [...] a msclestate-cum-smallholder strategy for oil palm grehthe
global demand for biofuels offers exciting oppoities) and rubber (Executive Summary, page xvi).
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optimistic numbers, therefore, confirming the appiateness of the decision majde
the Program.

e A comprehensive approachincluding actions aimed at rapidly addresging
anomalies in the border clearance regime (quiclsas well as at setting up an
integrated, efficient border management systemgiractural reforms, such as the
introduction of risk-management procedures, andctivaputerization of custonys
management system) was adopted.

* Complementarities with the vast array of donors amtlernational organizations
providing support to address trade logistics pnaisiesuch as UNCTAD, ADB
and the World Bankwere duly taken into consideration and synergiesrav

19%

maximized
#6 — Special » In a post-conflict country, where mobilizing thevatte sector and reforming ti
Economic Zones broad regulatory framework represent daunting taies development of a SE

regime which can be used: (i) to attract investors, égucing the high level @
perceived risk and lack of confidence in the coynémd (ii) as a platform fg
reforms that would later be extended to the resa afountry,can be rightly
considered as an adequate tool to spur economictigpment

e The launching of the initiative was determined bryequest coming directly fror
the GoL and theProgram provided timely, initial assistancegreventing the
potential risk of entering into speculative trangat In contrast, there adoubts
about the appropriateness of subsequent actiooace the interest of Chine
investors had largely vanished (in itself, a predite result of the decision
avoid commitments before a comprehensive reguldtarpework had been put
place).

ﬁ—hl\]m
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Overall Assessment Overall, the strategic relevance of the Progran be regarded adsghly
satisfactory based on positive or extremely positive perforoeatisplayed by all components.

4.3 Delivery of Outputs

This part of the evaluation is essentially concdrméth the quality and timeliness of the outputs
delivered by the Program. Detailed listings of am$pare provided in the Supervision Reports.
However, given the extremely heterogeneous natlutieeooutput indicators used (number of new
laws/regulations/amendments/codes drafted or danéd to the drafting, number of participants in
workshops, number of entities receiving advisoryises, etc.), this information is of limited
usefulness for an overall assessment, and theréhereanalysis is carried out at the level of
individual components. This is complemented byieflatiscussion of client satisfaction.

Component-Specific Considerations Considerations regarding the various componemés a
presented in Table 4.2 below.
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Table 4.2 Delivery of Outputs — Component-Specifi€onsiderations

Component

Description

#1 — Business
Registration

Timely, practical and successful assistance hasrbpeovided to the set-up of

new modern business registrfi.e. proposal to secure funding from the IC

request for proposal to select the service proyigsiew of registry design, etc.).
Proposals for several short, medium and long ternefarms aimed af
streamlining the business registration process hde=n timely formulatedby the
DB Reform Team and the IC Team and a large numbentities have receive
advisory services.

A technical review of the Association Law has beanried out by an extern
consultant retained by the IBXC while the drafting of the revised law wa
postponedas aresult of a government shift in priorities.

o

=

#2 — Investment
Promotion

Most of the outputs forecast under the institutioheapacity building program
for the NIC were not deliveredbecause the beneficiary did not take neces

steps towards corporate restructuring. Deliverefhuia include: (i) two corporate

plans, the second representing an improvementdimg a better explanation
the rationale behind proposed reorganization amdatipnal indications; and (ii)
tailored “Effective Investment Promotion Seminad NIC staff. Participan
attendance and appraisal of the training were Higl,the actual relevance
covered topics was limited, as the majority ofrtesis were not directly involved
investment promotion activities.

Quality outputs aimed at reviewing investment lasuch as a technical review
the legal regime and its presentation at high lewseting, were promptly
delivered but needed to be modified to duly take into aotdéacal concerns.
Outputs concerning the development of a model casien agreement wer|
promptly developed and appreciated by the Cliefihe quality of the servicg
provided the IFC-retained industry expert is cheaitlustrated by the MoA
reiterated request for his assistance.

The framework for a small-holder/out-grower strgtég currently being finalize]i
he

and, given the increasing demand for assistanth,successive requests from
client, this slight delay is acceptable.

sary
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#3 — PPD and
Communication

A slight delay in the delivery of PPD-related outpwas recorded during Phase

(the design of a blueprint for implementing theufor was not completed d
schedule), with the effective launching of the LBEBIking place at the start
Phase 2. Since themany outputs have been achieved by this foruiccording
to the last supervision report available, as oBJ2010, the number of participar
in workshops, training events and conferences vié&s (8ompared to a target
300), and based on anecdotal evid&hdbe number of meetings organized 3
private sector participation were significantlyieased over tinfa
The LBBF provided technical and financial suppoot the review of the
Associations Law, as well as to the drafting of themmercial Code and th
establishment of a Commercial Court, including smoimg a study tour fo
principal Liberian stakeholders to Ghaktbwever as of June 2010, the numbsg
of laws/regulations/codes drafted or contributed doafting was lagging behingd
expectations, i.e. 2 compared to a target &t 6

Other relevant, delivered outputs include: (i) astreach campaign, providin

ts
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information about reforms, including a prominenspay within all relevan

3 Legal Review and Commentary. Title 5: Associatibas of the 1976 Liberian Code of Laws Revised, Na2009.
3 The information is based on field interviews halilh private sector representatives and LBBF stasf,detailed
information on this indicator is not included irethupervision reports.
% For instance, a vast network of Parliamentari@msyernment officials and private sector leaders wagaged to
support the revision of Investment Law.

3% According to comments received on the first varsid the Report from the Program Manager, the 8inas likely
to have improved in recent times, as a result ®fhactment of the Commercial Code and the ComaleZouurt Bill.
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Ministries of wall-size posters describing the nemplified procedures, and (i
the provision of training on DB indicators to abdl@ members of the new
formed LEJA. According to the Interim Presidenttioé association, the trainin
was useful to improve understanding of both DB meéthogy and busines
climate issues.

na<T=

#4 - DB Reforms

As llustrated by key outputs indicatorshis component performed abov

expectations. In fact, 9 targeted procedures/policies/practitasfiards wereg

proposed for improvement or elimination, and thenbar of entities receivin
advisory services doubled initial expectations (i2vs. 6).

A limited number of action plans for reforms werelidered at the right time
providing specific recommendations, with numerieshmples, showing the like
impact of the proposed reforms.

The above tangible outputs were complemented byctrginuous, hands-on
assistanceprovided by the IC Team and the DB Reform Teanth#® BRC to
implement the agreed reforms.

#5 - Trade
Logistics

Many outputs were delivered with reference to thetroduction of a risk
management regimgincluding training workshops for customs staffiadium-
term risk management strategy action plan, handgmtracted assistance for t
development of risk profile and database). The iuadf the training was
appreciated by all 30 Customs officers, who attdmik management worksho
in October 2008, as documented by the positive/pasitive assessments of t
various workshops features included in the paicip’ evaluation sheets.

As far the automation of the customs system is aamned, useful assistance ha
been provided under the Prograrnncluding assistance in securing funds from
ICF and the provision of IT Training, which was {i@pated in by more than 9
customs officers and brokers.

Concerning the assistance aimed at simplifying dixig import/export
procedures, only a few outputs are indicated in theupervision reports
Available, supporting documentation is rather seamonsisting of a couple
succinct action plans, not backed by well specifindlytical foundations. This wa
reportedly a deliberate choice of the Program, dirat delivering measurab
results in the shortest possible time and takingathge of the dynamism of log

counterparts. The reforms contained in the actlangwere identified in respong

to consultation with a range of stakeholders alsdudision with the GoL, with th
final aim of implementing international best praes to improve time and cost f
private sector importing and exporting. Neverthglagiven the lack of a soun
information basis (as illustrated by incorrect DRde-related indicators), th
Consultant is not in the position to fully asseskether the most pressir
administrative reforms were actually identified.

1S

#6 — Special
Economic Zones

All outputs foreseen under Phase, lincluding sensitization and consens
building workshops, attended by some 100 particgyaand a comprehensive p
feasibility studywere promptly delivered

Two major, positive elements on Phase 1 outputst rhashighlighted: (i) the
promptness in providing a quick response to the Gokhich prevented th
Government entering into a one-off transaction W@tfinese inventors and (iife
excellent quality of the pre-feasibility stugdproposing a very sensible approack
SEZ development, based on major international Ipeattices and legal ar

institutional standards, addressing country-specitigal policy issues (e.g.

naturalization, land tenure, amendment of the iegstindustrial Free Zon
Authority Act) and providing a clear, well-artictdal implementation plan.

132
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The key output to be delivered under Phase 2,%EZ Law draft, was drafted orr

schedule, but all other outputs were not deliverpending its finalization
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Client Satisfaction. The level of satisfaction of entities receivingpport from the Program was an
important theme in interviews. The overall assesdgme definitely a positive one, witlall
interviewed beneficiaries declaring to be satisfied very satisfied with the assistance received
This very positive assessment is further corrolearéty hard facts, such as formal letters expressing
satisfaction with the IFC assistance and reitereg¢gdests for assistance sent by many beneficiary
institutions. Both quality and timeliness of theiatance were generally praised. In particulary ver
positive comments were formulated on the commitnoérthe IC Team and the extremely useful
and constant guidance provided to implement refgfitiiee hands-on assistance provided to BRC
has been instrumental to the implementation of meigrms). Quite surprisingly, even the
Chairman of the NIC positively rated the assistamem®ived from the Program, praising the high
quality of the second corporate plan, reportediyer@lorsed due to lack of funding, as well as the
excellent job done on the investment code. Thetipesperception is also substantiated by the
reiterated request for capacity building suppodradsed by the NIC to the Program.

Overall AssessmentThe Program delivered a high number of substaotigputs, most of them of
very good quality and usually submitted on schedDieerall, also considering the views expressed
by interviewees, the performance of the Programenims of delivery of outputs can be regarded as
highly satisfactory

4.4 Achievement of Development Outcomes

The evaluation of development outcomes refers &atthievementof the intended short and
medium term effects In practice, the analysis focuses on (i) the llesE acceptance of
recommendations provided by the Program, in termkswes passed or amended, administrative
procedures reformed or eliminated, improved org#tional models adopted and the like, and (ii)
how the recommendations translated into concreprawements in the investment climate (e.g. in
a reduction of the time required and/or expensesried to complete a certain procedure). The
level of acceptance of results is reviewed in gantgrms, while the achievement of concrete
results is analyzed at the level of individual caments.

Acceptance of RecommendationsThe degree of acceptance of recommendations fatetl
under the Program is quite diversified, dependiagyynuch on the counterparts and the nature of
reforms. Theacceptance rate was extremely high in the case dimaistrative reforms with
almost 40 improvements im_}%lemented over a 2-yeaogesignificantly contributing to raising
Liberia’s ranking from the 177to the 148 position (Liberia was recognized as a Top 10 Globa
Reformer in 2010). In contrastegislative changes had much more cumbersome padis
illustrated by long period of about 3 years reqiiite enact the new investment law. However, this
less than positive assessment requires some ekiplanaOn the one hand, there was an initial
over-optimism in setting the timeframe for goal iaglement. On the other hand, the passage of
such a sensible, landmark piece of legislation aoantry in the aftermath of a conflict should be
definitely regarded as an outstanding outcome, kvbauld be hardly achieved in a shorter period.
As for other structural reforms, a mixed picture emergesith the five-year strategic business plan
aimed at transforming the NIC into a more tradiibmvestment promotion agency (IPA) never
being implemented, while elements of the model essions agreement were used by the MoA in
negotiating some new concessions.

Improvements AchievedAccording to the last supervision report, a toted 7 improvementsvere
implemented in three years. As a result of sevarmbduced administrative improvements, a
significant reduction in both time and costs ofgadures to comply with business regulation was
achieved, especially in thieusiness registrationtrade logisticsand construction permitareas.
However, it should be noted that not all these rrefocan be entirely attributed to Program

29



activities, especially in the case of trade logsstifor instance, the role played by the Prograthen
creation of a one-stop-shop at the Freeport of haarcan be regarded as auxiliary, since this
initiative had already started when Component #Babwe operational). Comparativelgss
outstanding results have been achieved in the prypé&ansfer area.

Component-Specific Considerations Considerations regarding the development outcomes
achieved by the various components are presentédhle 4.3.

Table 4.3 Development Outcomes — Component Specifonsiderations

Component Description

#1 — Business e At least 10 proposals for improving the businessgistration process wer

Registration enacted’. As a result, according to the DB survey, the numbmrsteps, the cos
and the time necessary to register a business hsigaificantly decreasedrom
10 steps, 447.3% of income per capita and 99 aayssteps, 52.9% of income per
capita and 20 days, respectively.

* In practice, theactual impact of the introduced reforms is smalldfirstly, the
actual duration of the registration process mdiséll exceed a one-month perigd
due to the limited responsiveness of the Minisfrizareign Affairs not respectinp
its commitment to deliver incorporation documentghim 5 working days
Secondly the reduction in compliance costs actually aakieis definitely lowet
than that indicated by the DB reports, as manyrtassies still use lawyers (and day
legal fees), despite the introduction of stand&diZforms for articles of
incorporation.

* Regardless of the efforts made to assist and raitentiveness among lodal
counterparts (as the organization of a study toud8C members, largely praisgd
by participants),the actual launching of the new business registhas been
delayedand should now take place by the end of the year.

* No legislative reform has been enactdde to the postponement of the revisiory of
the Association Law.

1%
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#2 —Investment | «  The second corporate plan developed by the Progwas formally endorsed b

Promotion the NIC, but the restructuring of the Commission dlinot actually occur
Therefore, the achievement of related outcome atdis, such as the increase|in
the number of investor enquiries in targeted secfinom 20 to 33), was ngt
applicable.

* The passage of the Investment Law actually tookgaleover 2 years later thah
initial expectations, but it represents a major aeliementof the Program, givep
the significant, countervailing interests at play dahe achieved opening up of hhlf
the 26 sub-sectors until now closed to foreign stwvesnt.

* The Client endorsement of the model concession agreetmgrconfirmed by itg
utilization in the negotiations with foreign invest.

* The quality of the draft small-holder strategy h&gen praised by the Clienbut
its actual viability may be compromisday the final design of the tree crop support
program currently being drafted by the IBRD.

#3—-PPDand |« The LBBF provided crucial advocacy support for firel passage of theew
Communication Investment Law,as well as technical and financial support topghmess recentl

3 Implemented reforms include: (i) co-location o&@encies involved at the MoC; (ii) standardizedrierfor articles
of incorporation; (iii) reduction in number of sigres for business registry approvals; (iv) haraation of tax
identification numbers across Government agendies;streamlining of documentation at the NASSCORWH)

clarification and documentation of requirements tloe EPA for business requiring an EIA; (vii) elimation of an
annual re-registration at the MoC; (viii) five wamg days period to get incorporation document fidoFA, (ix) five

working days period to get signed documentatiomftdoC; (x) elimination of the previous practice the MoC of
physically inspecting all new business sites.
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leading to the enactment of both the Liberi@mmmercial Codeand the
Commercial CourtBill *®,

The LBBF also played aninstrumental role in attitude changeby raising trusi
between stakeholders, improving Government accbilitya and increasing
private sector willingness to engage in the refpnocess, thereby contributing
nation building, as emerged during interviews widpresentatives of busine
associations and business managers.

fo

#4 — DB
Reforms

Aside from reforms achieved under the businessstiagion and trade logistig
componentssome additional 10 reforms were implementedfigure in line with
the indications about opportunities for short-teaforms formulated by the IC ar
DB Reform Teams.

In regards to property registration, nearly all (5)ecommended short-terr
reforms were enactedvhereas long-term reforms, such as the digitizatiand
consolidation of all property records, had not yetaterialized.According to DB
reports, the duration of the property transfer psscremains at 50 days (againg
targeted reduction to 8 days). However, this dasgake into account the rece
adoption of a standard deed form.

Six administrative reforms were introduced to eadhe attainment of
construction permitsfollowing the IC and DB Reform Teams’ recommenoliasi.

A significant reduction of both the duration (froB98 to 77 days, largely
D

overachieving expectations — target of 300 days) e cost (from a share

income per capita of 65,846% to 28,296%) of the@dare is recorded by the [
reports over the analyzed period. However, thegpeduements were only partial
induced by Program-supported short-term reformsfabit, key drivers for DB
improvements consist of better access to the iesilifnot supported by th
Program) following (i) the reopening of the national phonempany (with g
reduction of the time to obtain a landline conrettirom 270 to 7 days) and (
the decrease of the cost to buy and install a gémrefrom US$ 84,000 to US
46,000.
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#5 - Trade
Logistics

According to Program documentsiore than 20 administrative reforms weJie

enacted since the launch of this component, but tiek between outputs an
outcomes is not always clea©n the one hand, no specific reference is foun
the action plans to some of the introduced refqerg. the removal of the Ministr
of Transport requirement for motor vehicle impostey obtain a permission lett

to import or the elimination of Ministry of Agricture permit for import/export).

On the other hand, some of the suggested reforms hat been fully achieve
(e.g. elimination of the IPD, harmonization of @mt declaration forms to g
international single administrative document).

As a result of the number of administrative refoimtsoducedpoth time and cos
to export and import have been significantly redwutceln particular, the
reduction/elimination of some trade-related feeshsas PSI fees (reduced frg
1.5% to 1.2% of FOB shipment value) and the feeltain the IPD (eliminated
has certainly reduced costs to import. Howeverse¢hgositive achievements ha
not been properly reflected in DB reports, which,paeviously stated, are flawg
by severe errors and optimistic numbers as far Taading Across Borders
indicators are concerned. In fact, DB reports iagican increase in the impg
costs per container from US$ 1,032 to US$ 1,21&dseh 2008 and 2010

In contrastputcomes related to other, structural reformise. the introduction of
risk-based regime and the automation of the cus®myatem,are expected to b
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achieved during the next fiscal yeaHowever, some related outcomes, such a
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% These two pieces of legislation were not mentioinethe first version of the Report, due to theicent enactment.
According to comments received by the PM on thst faersion of the Report, these legislative changesived the
passage of 8 laws, thereby raising the ‘numbeecémmended laws/regulations/amendments/codes dh&oia O to
8, exceeding the envisaged target, set at 6.
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set-up of a risk management unit and the implentientaf the ASYCUDA World
software, have already materialized.

#6 — Special » Following Program recommendationsSBZ Steering Committee was establish¢d
Economic Zones providing a reliable, local counterpart for the immpentation of the envisaged
activities.

* This committee accepted all key policy recommendatianglined in the pre
feasibility study. In particulathe Government agreed to adopt a unified, nationjal
legal framework, as opposed to an ad-hoc concesgigrtoncession approagho
govern Liberia’s country-wide SEZ regime. This eg@nted a significant positiye
outcome, in line with international best practiéeand eliminated the high risks
(and likely monopolistic tendencies) potentiall\s@sated to according exclusiye
rights to the Chinese investor to develop the BoaheSEZ sit®.

* On the negative sidehe finalization of the SEZ law and of the institional
structure for a Liberia zone program were not ackied as result of the lack gf
commitment of the NICand difficulties encountered in collecting consolidated
comments on the second draft from relevant loeddestolders. l

Overall AssessmentOverall, the Program efficacy to achieve expectiedelopment outcomes is
rated asatisfactory This must be considered as an ‘average’ assesswidnthe variations across
components, with Components #1, #3, #4 and #5alispl an excellent/good performance and less
positive performances observed in the cases of Goemg #2 and, especially, of Component #6,
primarily due to lack of commitment from the benédry.

4.5 Efficiency

Efficiency measures the extent to which the resssidevoted to a certain initiative are reasonable
in light of the results achieved. In principle, #uealysis of efficiency would require the calcudati

of cost effectiveness ratios comparing the outpletsrered/outcomes achieved with the associated
expenditures. However, in the case under considar#is type of analysis is largely precluded,
due to data limitations concerning both the nunograhd the denominator of the cost effectiveness
ratio. In fact, Program expenditures are neithelgeted nor tracked by component or work stream
and strong interrelations exist among activitiesriedl out under different componefitsThese
problems are further amplified by the heterogeneityoutput/outcome indicators, reducing the
comparability of cross-component considerations.

3 as clearly stated in the pre-feasibility studinternational best-practice experience teachhatta unified national
legal framework, as opposed to an ad hoc concedsjetoncession approach, is the preferred coursaation to
establish a solid legal foundation to foster a cefitive country-wide SEZ regime. Such a proactivategy allows
host countries to evaluate all SEZ proposals ctéestly on a case-by-case basis in accordance witform economic
development criteria clearly spelled out in thetsta. Such an approach promotes consistent andrenhéecision-
making and outcomes, because public administraapmy the same transparent criteria on a case-bsechasis. By
contrast, a reactive transaction-by-transactionagégy can lead to inconsistent host-governmentsaetimaking and
result in public administrators applying a diffeteset of criteria on a case-by-case basis. The Itiegulack of
uniformity, which can contradict the host countrgational economic policy in a particular transamti, typically leads
to zone regime failure. For these reasons, it isormmended that the GoL adopt a unified, nationaZ $&gal
framework, as opposed to pursuing an ad hoc cormessy-concession approactipage 27).

0 According to DTIS 2008: The Government of China has recently offered tabdish a “Special Economic Zone”
(SEZ), alongside the port of Buchanan, apparerdlyake advantage of the port rehabilitation to bedertaken by
ArcelorMittal. Although, on the face of it, thisfaf looks attractive, there are potential pitfall§he proposal is
apparently not welcomed by Arcelor Mittal. A similaone in Freetown, Sierra Leone, does not opeiata
transparent fashion, and is currently focused opantiing. It is not clear what activities the Chiresould actually
wish to establish in the proposed Buchanan zongages 25 and 26).

“1 For instance, the increased number of registetsinbsses should be measured against resources/eplnder
Component #1, but also under Component #4. Simdasiderations apply to Components #4 and #5.
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Budgetary Aspects.All in all, the total cost of the Program is setk8$ 6.15 million, with yearly
appropriations between US$ 1.1-1.4 million. Ashaf &nd of FY 2010, 84% of the allocated budget
has actually been disbursédo significant deviations between budget and acteabpenses have
been detectedDistribution among actual staff, operating anchadstrative costs account for 14%,
78% and 5% of total costs respectively, substdptialigned with one of the other technical
assistance projects. Frequent recourse to shodrerpussions inflates travel costs, however an
effort has been made to achieve savings by shaonge key consultants with the ongoing similar
Program in a neighboring country, Sierra Leone.

Table 4.4 Program Budget, per cost category - as dtine 31, 2010

Cost Category Total Budget, as of Actual Expenses, Total Budget
June 31, 2010 as of June 31, 2010
US$ Share US$ Share US$ Share
Staff 711,957 14% 746,822 17% 896,557 15%
8?5\;?;‘)?}? costs 4075535 | 80% | 3,321,341 | 78% | 4,799,600 | 78%
Consultants* 2,650,778 52% 2,044,303 48% 3,191,722 52%
Travel Costs** 1,131,258 22% 1,101,208 26% 1,243,379 20%
Contractual Services 293,499 6% 175,830 4% 364,499 6%
Administrative Costs 279,211 5% 214,157 5% 435,797 7%
Contingency 10,000 0% 0 0% 18,971 0%
Total 5,076,703 100% 4,282,320 | 100% 6,150,925 | 100%

* Includes ET consultants and temporary
** |Includes staff representation & hospitality

Organizational Aspects.As far as staff management is concernedgsressive rotation at top
management level was detected in the initial phageProgram a crucial moment for creating
momentum, building strong relationships with thée@i and defining Program objectives. On the
positive side, once the Program became fully opmral, a solid team was locally recruited. In fact,
the professionalism and dedication of tbeal key staff (i.e. Program Coordinator and LBBF
coordinator)was indicated by many beneficiaries a key factor behind the achievement of many
reforms. Synergies have been maximized with other funds (efynthe ICF) providing
instrumental financial support to cover for the raln of both the business registry and the
automation of the border clearance system.

Component-specific considerationsA rough allocation of the budget to different campnts as

of mid 2010 was performed based on two very simples: (i) administration and management
expenditures was reallocated among the three depprajects, for which detailed budgets are
available, based on their relative importance aaswmed by the share of staff and operational costs,
and (ii) the budget was allocated to the first foamponents jointly covered by one single project
based on their relative share of the total budgeindicated in the PDS approval document. In
particular, the following percentages were adop(gdusiness Registration: 10%; (ii) Investment
Promotion: 37%, and (iii) PPD, DB reforms and Commations: 53%. As illustrated by Table 4.5
below, there are no major deviations between bedgeind actual expenditures for different
components, with the notable exception of the S&B@ponent, which remained in stalemate for
about one year before recently closing down.
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Table 4.5 Program Budget and Expenditures, per Congnent - as of June 31, 2010
Component Total Budget, Actual Expenses, Share
as of June 31, 2010 as of June 31, 2010 Spent
#1 — Business Registration 353,971 315,502 89%
#2 — Investment Promotion 1,337,225 1,191,898 89%
#3& #4 — PPD, Communication & 1,927,177 1,717,736
DB Reforms 89%
#5 — Trade Logistics 732,025 627,322 86%
#6 — SEZ 726,305 429,862 59%
Total 5,076,703 4,282,320 84%

Based on the above figures, some tentative coraides on the cost-effectiveness of each single
component are summarized in Table 4.6.

Table 4.6

Efficiency — Component-Specific Considet@ns

Component

#1 — Business
Registration

This is smallest component of the Program. Usefimiaistrative reforms wer
introduced and timely assistance was provided tase business registry. Even
Component #4 played a key role to the achievemétheoformer, and some dela

were experienced with the launching of the latteg, efficiency of this Component can

be assessed as positive.

if
/s

#2 — Investment
Promotion

With a value of incurred expenditures in the ord&$ 1.2 million, this is the secor
largest component. The passage of the new investlmenand the development

concession model, utilized by the GoL in negotiataiome major concessions, sho
definitely be regarded as major achievements. Neeterss, the discontinuation of t
institutional strengthening program for the NICteafhaving deployed consideral
resources, and delays experienced in deliveringmetendations to the MoA on ti
development of a small-holder strategy, somehovsefithe positive assessment of
cost-effectiveness of this component.

d
Df
Lld
he
le
e
the

#3-4 — PPD,
Communication
& DB Reforms

This is definitely the largest component, with alueaof incurred expenditursg
estimated at over US$ 1.7 million. This amount fpesly compares with the hug
number of initiatives conducted by the LBBF, inghglits crucial lobbying role in th
final enactment of the new investment law, andhieds-on assistance provided to
BRC, which led to achievement of some 40 reforms.

#5 - Trade
Logistics

Only very preliminary indications about the codeefiveness of this component ¢
be formulated, as most of the outcomes will be@aad during the next fiscal yea
Nevertheless, based on the high number of admatiigtr reforms achieved and t
number of outputs already delivered with referemcethe introduction of a ris
management regime (training workshops, risk managestrategy action plan, ), an
initial positive assessment can be formulated.

#6 — Special
Economic Zones

Due to the limited collaboration extended by theCNthe draft SEZ law was n
finalized, and the project is now closed. Thereferen if the importance of avoidin
entering into a potentially, speculative transactshould not be underestimated,

g
he

present assessment of this component is less #tiafastory.

Overall Assessment The lack of detailed information on expenses andt items makes an

assessment at the component level duly tentativigiest to this caveat, Components #1, #3, #4 and
#5 appear to offer a higher value for the moneyilenesults are comparatively less satisfactory in
the case of Components #2 and #6. Overall, theiefity of the Program can be considered as
satisfactory
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4.6 Summing Up

A summary assessment of the Program is providedlaisle 4.7. Overall, the Program can be
regarded asatisfactory The rating is accompanied by some comments regattie variance
across the various components.

Table 4.7 Summary Evaluation

Evaluation Criteria Summary Component Specific Comments
Assessment
Strategic Relevance Highly Performance was particularly positive in the casenost
Satisfactory | Components (#1, #3, #4 and #5), which could bedrats
Highly good/excellent with reference to all evaluationtesia.

Delivery of Outputs Satisfactory | Comparatively less positive performances were olesdr

Development Outcomes|  Satisfactory | in the case of Component #2 and, especially,| of

Efficiency Satisfactory | Component #6.

Overall Assessment Satisfactory
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5 PROGRAM IMPACT
5.1 Introduction

This Section is devoted to the ‘quantitative’ paftthe Assignment, i.e. the assessment of the

impacts achieved by the Program. In accordance thghTOR, the impact assessment exercise

focuses on five types of impact, namely:

» two overall impacts relevant for all components or product areaduding: (i) the aggregate
private sector cost savings and (ii) the privatg@eanvestment generated,

» threeproduct-specific impactsincluding: (i) the number of new businesses tegesl, (ii) the
new jobs created and (jii) the increase in trade$i*?

The two overall impacts are analyzed, respectivielySection 5.2 and 5.3, while the remaining
three impacts are discussed in Section 5.4. Theoapp adopted in estimating impacts builds upon
the methodological work done in the earlier stagiethe Assignment and presented in a separate
report. This Section also takes into account th@erous studies and methodological documents
developed recently by the IFC.

A few methodological and practical aspects are lwhbighlighting at the outsefirst, in principle,
the analysis would require the comparison of sibuat ‘without and with’ the intervention.
However, as recognized by the TOR, in the casaipivéersally based interventions such as IFC'’s
[investment climate] programsthe recourse to control groups is generally anilele. Therefore, it
was accepted that the exercise would rely on aesasgent of ¢hanges in business environment
before and after each projédfTOR, page 6)Second as already mentioned in previous Sections,
in some cases the reforms promoted by the Projex ®lso supported by other donor initiatives or
were influenced by other factors. Under these dard, as again acknowledged by the TORIs*
difficult to determine the impact of reforms onvate sector that can be attributed solely to TFC
Again, efforts were made to isolate the effecté~af-supported reforms from concomitant factors,
but, in general, this was possible only in the cak@rivate sector cost savings, for which the
linkage between cause and effect is easier tordeter In the case of other impacts, the various
donor initiatives were so intertwined that theifeefs could not be estimated separatdliird, the
analysis of impacts focuses primarily on the 20020 period, using the year 2006 as a baseline.
However, it is acknowledged that in many casesstment climate reforms take time to produce
effects. An attempt was made to assess to likelgiume term evolution of impacts, but in general
this could be done only in qualitative terms. There, it is important to stress that the quantreti
estimates provided in the Report refer primarilyvisat could be regarded as the initial impacts of
the Program, which represent only part of the tmtgdacts. Fourth, the exercise required the use
of a variety of data, both of a macro and microneenic nature, collected from a variety of sources.
Unfortunately, in a number of cases, the qualitgata is less than ideal and, therefore, only rough
estimates could be produced.

5.2 Private Sector Cost Savings

Definition. Private sector cost savings (PSCS) are defineshwaags accruing to private economic
agents as a result of reforms in the investmentatk. These reforms may concern a wide range of
themes, ranging from the simplification of procezhito obtain a certain permit or authorization to
the elimination of certain fees or taxes. For theppses of this exercise, two types of PSCS can be
identified, and namely:

*2The TOR also indicated two additional product-#fieampacts, namely (i) the number of new busimsssomplying
with tax regime, (ii) the tax revenue generatedweleer, the assessment of these to impacts wasanatd out, due to
the lack of Program components specifically targetax policy and administration issues.
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e cost savings associated with the reduction in out of pockepemsesincurred by private
enterprises thanks to the elimination/reductiorcetain fees (stamp duties, service fees, etc.)
and/or of the need to rely on service providersdertain formalities (e.g. legal advice). A
peculiar category of cost savings refers to thmiaktion/reduction of ‘unofficial/facilitation
costs’, i.e. bribes paid to facilitate/fasten adstnative procedures or to maintain the informal
status. This kind of costs emerged as significadtfairly well documented in Liberia;

* time savingsreferred to the gains in terms_of opportunitytaidaborresulting from regulatory
simplification and/or the adoption of improved angaational models for certain servicés

PSCS were estimated based anethodologyinspired by the guidelines recently developedHhsy t
IFC to quantify the savings associated with investinclimate operatiofi§ The information
required was retrieved from a variety of primaryl aecondary sources. In some cases, reference
was made to data published in the DB Reports amt#far produced by the Program. Data retrieved
from secondary sources were extensively complerdearid augmented with information collected
through interviews with a wide range of subjectsivgde firms, lawyers, accountants, public
officials, etc.). The methodology and the sourcesduare illustrated in detail in Annex C, while a
summary presentation of key aspects is providétbi5.1 below.

Box 5.1 - Estimating PSCS: Key Methodological Aspés

In essence, estimating PSCS involves the multijidioaof a ‘price element’, i.e. the savings achotue one
particular case multiplied by ‘quantity element&.ithe number of relevant observations.

The nature of therice elementdepends upon the type of reform under consideratiothe case of cosgt
savings benefits can generally be measured directly (begregistration fee is reduced from X to Y). he
case of time savingshe value to be considered is itself the resulbe multiplication of the amount of time
saved (typically, expressed in hours) multipliedy relevant unit labor costs.

The quantity elementlso varies depending upon the nature of the mefmmsidered. In some (most) cases,
reference is made to the number of enterprisestatfeby the reform (e.g. the number of enterprises
benefiting from the simplification of registratigmocedures). In other cases, reference is made toumber
of transactions facilitated by the reform (e.g. thember of shipments not undergoing inspectionhat] t
border).

PSCS are calculated for the entire life span oRttogram. As benefits may occur at different pointsme,
in order to properly aggregate annual values nidsessary t@ompound taking the terminal year of the
Project as reference point. This is done usingetevant real interest rate.

Sources of PSCSPSCS have been achieved thanks to reforms ukdarwithin the framework of
three Program componentsconcerning (i) business registration, (i) DoiBysiness-related
reforms and (iii) trade logistics. The reforms gatieg PSCS considered in the analysis are
summarized in Table 5.1.

3 A third type of PSCS is typically estimated: thieahcial savings related to the reduction in thericial burden
shouldered by private operators as a result of gdsim the payment modalities for a certain feéagr with ensuing
cash flow advantages. However, no similar reforagehbeen facilitated by the Program. Therefore, typpe of PSCS
has not been addressed by the Report.

* IFC, Guidelines for Aggregate Cost Savings templatei¢has.d. (but August 2010), hereinafter referred dathe
‘IFC Guidelines'.
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Table 5.1 Summary of Reforms Generating PSCS

Reform | Specific Measures Generating PSCS | Timing
Component #1 — Business Registration

Business + introduction of standardized forms for Aol, poteiti Early 2008
Registration — eliminating legal service fees

Corporations » elimination of the obligation of all new busine#gs to be

physically inspected by the MoC
» improvement of services through the establishméatane-
stop-shop structure

Business + improvement of services through the establishméatane- Early 2008
Registration — stop-shop structure
Sole Proprietorships
& Partnerships

Unofficial costs — » reduction of bribes paid annually for maintainingiaformal Early 2008
All businesses status
Component #4 — DB Reforms
Building Permit » reduction of fee charged by the Ministry of PutWorks for Reforms introduced
System building permits starting in early 2008,
« replacement o&d valorentee levied by MCC for constructiony with additional
authorizations with a lower fee (per square foot) measures adopted in
« introduction of a standard check-list for gettirstruction 2009 (i.e. MCC fee
permits replaced in May 2009)
» elimination of the need to obtain a tax waiver ptmobtaining
a permit

* reduction of both value and incidence of bribesl far getting
a construction permit

Property « elimination of the obligation for entrepreneursitiiify Bureau | Early 2009
Registration System of Internal Revenue of title transfer upon regisbra
» elimination of the US$ 10 ‘unofficial’ fee to getcapy of seller
deed
Component #5 — Improving Trade Logistics
Import procedures » removal of the fee to be paid to the MoC to obtairimport Reforms introduced
Permit Declaration (IPD) starting in mid 2008,
« removal of the requirement for shipper to pay dwestfor with additional
custom officers attending arrival/off-loading ofifsh measures adopted in

« reduction of the pre-shipment inspection (PSI) fees 1.5% | 2009
to 1.2% of FOB value

The aforementioned reforms represent a share ofefdrms introduced during the period of
Program implementation. Motivations for the examsof some reforms introduced can be grouped
under three major categories:

no/limited impact on PSCSThis category includes many reforms that reduited overall
length of some procedures and raised efficiencyhengovernmental side, without generating
significant cost and time savings to entreprenesush as the reduction in number of signatures
for business registry approvals;

lack of results achievedThis category includes few reforms that have yeit materialized,
such as the elimination of the annual re-regisgiratat the Ministry of Commerce, which is
expected to become fully effective only when thesiBass Registry is operational, or the
introduction of a standardized deed for propertysteation, which was only achieved recently
(May 31, 2010);

lack of available dataFor a limited number of reforms, mainly fallingder the trade logistics
component, the assessment of generated PSCS auube estimated due to sheer lack of data.
For example, this is the case of time savings @&s®ot to the elimination of destination
inspection requirements for strategic imported cadities and cost savings arising from the
creation of a tiered fine structure for violatiohRSI requirements for imports.
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Quantification of PSCS The PSCS generated by the reforms supported dyPtbgram were

guantified using the above mentioned methodologser@ll, during the 2008 — 2010 period, PSCS
attributable to the Program amountaioout US$ 4.7 million expressed in 2010 value. The results
of the exercise, with the breakdown by componeiatine and type of savings, are summarized in

Table 5.2 below.

Table 5.2 Summary of PSCS Generated (US$, 2010 Vaju
Reform | Cost Savings | Time Savings | Total PSCS | Comments
Component #1 — Business Registration
BUSINESS 'r:he :ers],stgsslrr:jent ?f tchostI sell(vinfgs is somey hat
: . ypothetical due to the lack of precise
Eg?ézt::;'ggs_ 239,221 204,616 443,837 information on the actpal reduction in the
recourse to legal services
Business
Registration —
Sole Proprietorships ) 90,530 90,530
& Partnerships
Unofficial costs — Results are based on the suppqs_ed increfise
. 261,523 - 261,523 in the number of businesses shifting from
All businesses .
formal to informal status
Component #4 — DB Reforms
Parameters for the representative
Building Permit commercial/industrial building are derived
SysterrfJ 239,620 7,356 246,976 from data provided by MCC and MoPW
(not fully consistent)
Inflated results, since the number of
Property. 21,972 4,010 25,982 transactions also include property transfe[s
Registration System ' ' ' L . y
by individuals for private purposes
Component #5 — Improving Trade Logistics
Import Fees — Reliable estimation, based on actual data|
IDP 416,927 i 416,927 | fom the MoC
Import Fees — Reliable estimation, based on actual data|
Overtime payments 99,788 i 99,788 from MoF
Import Fees — Reliable estimation, based on actual data|
PS| 3,105,586 - 3,105,586 from BIVAC
Total 4,384,637 306,512 4,691,149

Main remarks as follows:

» the total estimated value of PSCS is largely tniggeby a limited number of reforms. Indeed,
one single reform(i.e. the reduction of PSI feeagcounts for about two thirds of all PSCS
Another 15% of benefits are linked to the streamgnof business registration procedures for
corporations and the reduction of facilitation sbsassociated with the increase in the number
of businesses that shifted from informal to forrst@tus. Finally, an additional 9% of benefits
are generated by the elimination of the IPD fed.ofther reforms appear to have yielded very
limited benefits (accounting for 1%-2% of total iaghs each). This is particularly evident in
reforms dealing with the property registration amdgilding permit systems, falling under
Component #4,

e it is important to note thatmpacts of the reforms undertaken under Componens, #
cumulatively providing 77% of all estimated bengfiare largely based on actual figures and
can therefore be safelggarded as sound estimatégice versa, a higher degree of uncertainty
characterizes major results achieved under Compengh and #4. In the case of the
introduction of Aol, its actual impact on the retdan of fees paid for legal services is not

4 According to the Informality Survey, about half the informal businesses had to annually pay aeboibover L$
9,000 (about US$ 150) for maintaining an informadibess.

39



known and was estimated based on qualitative egaldn the case of construction permits, key
parameters for the representative constructiordimgllwere derived from not fully consistent
data provided by relevant, local institutions, avete set at significantly lower levels compared
to the ‘case model’ used by the DB Survey. Indedtknever uncertainty arose, conservative
assumptions were made, therefaual impacts are likely to have been underestiethtas
opposed to overestimated

« finally, it is worth noting thatime savings are rather minimalaccounting for 7% of total
PSCS only. Some measurement errors may exist &stamties characterize the estimation of
both the reduction of time induced by reforms (ttuéading memories) and the unit labor costs.
However, the key variable affecting the time sasingalue is the number of relevant
transactions, which is largely based on actuakégu

Quantification of Future PSCS The possible value of future PSCS due to thermescsupported
by the Program can only be guess estimated, dileetexistence of too many variables. On the one
hand, the value of PSCS is expected to increaseod(iethe increase in the time and cost savings
associated with the launching of the business tmygamd (ii) the implementation of a customs risk
management regime, which is expected to resultost and time savings for traders with good
cooperation records, who will undergo less custamterventions. No estimate is possible for the
still ongoing business registration reform, butceirthe savings are largely attributable to time
savings, they are likely to be rather modest. Thpaict of the trade logistics related reforms is
likely to be more significant, but their preciseagtification is unfeasible at the time of writir@n

the other hand, following the approach adoptednieylEC Guidelines, the impacts associated with
the earlier reforms should be gradually elimindtedh calculations, the rationale being that, aéter
certain number of years, the reforms would havenhbeglemented even without IFC support.
Based on these considerations, it seems reasottabtclude that over the 2011 — 2013 period,
the total value of PSCS attributable to the Progcamd be assessed at vahreadly similarto the
estimated value for the 2008 — 2010 period

5.3 Private Investment Generated

The private sector investment generated (PSIG)nis af the so called ‘overall impacts’, the
rationale being that the improvements achievedhim investment climate through the various
components should ultimately be reflected in higheels of private sector investment. In assessing
the Program impact, two main potential determinaft8SIG were taken into account, namely the
(i) acceleration in the enterprise formation precesnd (ii) the activities specifically aimed at
attracting foreign investors.

Enterprise Formation. The reform of the enterprise registration meckrangreatly facilitated the
establishment of new enterprises and this certdiaty a positive effect on investment levels. The
total number of newly established businesses attiile to the Program is estimated in the 3,300 —
4,100 range (see below), whereas the averagel imtiestment of a formal business is set at US$
3,260, based on the data collected from differantey$°. Based on these parameters, the value of
incremental private sector investment associatéd thie reforms promoted by the Program can be
estimated betweddS$ 11 and US$ 13 million for the 2008 — 2010 pekiof which US$ 2.2 — 2.7
million in 2008, US$ 2.7 — 3.3 million in 2009, ab$$ 5.8 — 7.2 million in 2010. The US$ 11 — 13
million can be regarded as tkbort term impactof the Program. In principle, the medium term
impact could be estimated using the same apprdadghthis would require strong assumptions
regarding the growth in newly formed businesses.

“% In particular data from the National Establishm@ensus and the Informality Survey, both carrietim2007 were
analyzed and compared. For more information, saeRD.
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Investment Promotion. As indicated above, the provision of support #€ Nvas discontinued in
the early stages of implementation, and therefareamgible result can be credited deneral
investment promotion activitiednstead, some positive results were achievedégdctor specific
assistanceprovided to the MoA for the development of a mocd@hcession agreement in the tree
crop sector. Used in negotiations for the renewalesting concessions and for the granting of new
ones, the model agreement certainly constitutaspanortant tool for attracting or retaining foreign
investment, and in this respect the impact is defina positive one. However, as the values of
concession deals also depend on a variety of fdltars, any attempt to quantify the impact would
be excessively arbitrary.

5.4 Other Impacts

Number of New Businesses Registered his is classified by the TOR as a ‘product-sjpeci
impact’, primarily linked to the reform of the busss registration system undertaken as part of
Component #1. In reality, the process of entergrisation and formalization depends on a variety
of factors which, in turn, depend on reforms addpteder various Program components. However,
the actual feasibility of adequately accountingtfoe existence of multiple causal linkages (and of
their interactions) through the development of adetdinking all the various aspects of the
investment climate (and of related reform effotts)he impact variables is prevented by the lack of
data. Under these conditions, the quantificationtha$ impact was performed focusing on the
reforms supported by the Program that have theg#si and most direct causal linkage with.&.
measures specifically aimed at facilitating entisgregistration.

In fact, in Liberia, the pace of business regigirabiccelerated considerably in connection with the
introduction of reforms starting in 2008. During0®and 2007, the number of newly registered
businesses has been fairly stable, at about 5,30800. This value significantly increased starting
from 2008, when a total number of more than 7,008inesses were registered. A similar figure
was recorded in 2009, while a second jump is resmbid 2010, when more than 7,300 businesses
registered in the first nine months. Extrapolating figure to the whole year, in 2010 the number
of new business registrations is expected to beroappately 9,700. Based on the above
considerations, the number of business registrataitributable to the reforms facilitated by the
Program can be estimated by comparing the pre@603 value with actual values recorded in the
following years. This yields a total afore than 8,100 additional registrations for the @8 — 2010
period However, it is important to note that the inceeams business registrations does not
necessarily translate in an increase in the nurabeew businesses in operation, as a significant
share of newly registered businesses are entitsgsatere previously operating informally. In 2007,
the Informality Survey assessed this proportionbéo over 60%. Once a similar proportion is
subtracted, the number of new businesses whosélisstaent can be linked to the reforms
promoted by the Program can be grossly estimatej3@0 — 4,100 for the 2008 — 2010 period
These figures are likely to be somewhat inflatedhay do not account for the fact that not all the
newly registered entities become operational andsfi mortality rate, especially for micro and
small businesses, is fairly significant in thetfiysars of operations. However, no estimate coald b
made regarding the share of both non operatiorthldead’ firms.

Jobs Created The number of jobs created is regarded by the &R ‘product-specific impact’,

logically linked to the reform of labor legislatiowhich, by making the labor market more flexible,
is expected to contribute to growth in the numbkfjobs. However, as discussed above, this
appears to be a rather diminutive approach, astingber of jobs can also be affected by other
investment climate reforms. Therefore, despite fdt that no single reform addressing labor
legislation has been facilitated by the Prograne, itnpact of job creation associated with the
creation of new businesses was estimated follovairlggic similar to the logic used above for
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estimating the private investment generated, iye.nultiplying the number of newly formed
enterprises by the average employment at starfHag.average number of employees of a formal
business at start-up is set at 5 people, baseleotata collected from different survéyBased on
these parameters, the number of jobs associatbédowstiness registration reforms promoted by the
Program can be estimated in the ordet@&B00 to 20,400 for the entire 2008 — 2010 period

Increase in Trade Flows This product-specific impact refers to the refermupported by
Component #5, focusing on the simplification of tonss and other trade related procedures.
However,the assessment of the impact of IFC supported reisivas prevented by a combination
of practical and conceptual factorsvhich would make any attempt of quantificatiotilés First,
trade flows are affected by a variety of factorsl assessing the relative importance of each
requires the use of econometric techniques tha¢xtremely data intensive. In the case of Liberia,
the data required for such an approach simply deerist. Second, even if data were available, it
would be impossible to separate the contributiothefProgram from that of other donor initiatives
and external factors that contributed to the stigang of customs procedures. In addition, there is
no unanimity regarding the influence of customspdification on trade flows in literature. In fact,
while there is a growing body of literature acknedding the importance of the ‘time factor’ in
general (i.e. inclusive of transport time, custartearance, port handling, etc.) in the determimatio
of trade flow4®, some recent work suggests that the time requietlear customs may have a
relatively modest influence compared to delays agpeed in other phases on the import — export
process. The problems related to the estimateeointipact on trade flows were discussed with the
IFC trade logistics team, which fully concurrediwihe unfeasibility of the exercise at this stage.

5.4 Summing Up
A summary presentation of the Project impacts avipled in Table 5.3 below.
Table 5.3 Summary of Impacts

Type of Impact Short Term Prospects for Medium Term Impact (3-4 years
Impact horizon)

Overall Impacts
Private Sector Cost

USS$ 4.7 million Medium term impact expected to be in the same ovfler

Savings magnitude
Private Investment US$ 11— 13 | No estimate for medium term impact is possible. dotp
Generated million primarily associated to the process of businesadton

Product Specific Impacts

No estimate for medium term impact, although theagin
Number of New rate of business formation is likely to furthererias 3

Businesses Registered 3,300 -4,100 result of the launching of the business registry| in
Monrovia and in satellite locations

Number of New Jobs 16.300 — 20 400 No estimate for medium term impact is possible. dotp

Created ' ' entirely associated to the process of businessafioom

Increase in Trade Positive but not | No estimate for medium term impact is possible.

Flows quantifiable

*"In particular, data from the National Establishim€ensus and the Informality Survey, carried ouR@®7, were
analyzed and compared. For more information, saeeRD.

“8 In this respect, classical references are Humri€ime as a Trade Barrier”, Purdue University, momduly 2001;
Simeon Djankov, Caroline Freund, Cong S. Pham,difigaon Time”, mimeo, January 26, 2006; and Poittugaerto
and John Wilson, “Why Trade Facilitation MattersAérica”, World Bank, Policy Research Working Papéir19,
20009.
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An indication of the Program’s ability to generatgacts can be derived from the ratios between
the expenses actually incurred as of mid-2010 (WS3$nillion) and the estimated impact values. In
the case ofPSCS the ratio is about 1:1.1, i.e. one dollar spenttbe Program generating
approximately 1.1 dollar of cost savings for prevaperators. In the case pfivate investments
the ratio is in the order of 1:2.5 — 1:3, with ai@lar spent generating between 2.5 and 3 dollfars o
investment. Regarding thn monetary impactsratios are in the order of US$ 1,000 — 1,300 per
newly created business and of US$ 210 — 260 pecrjpdted. The impacts quantified are generally
linked only to asubset of Program activitiesvhose budget was a fraction of total Programscdst
the ratios were calculated with reference to theswities, results would be much more favorable
for some components and much less for others.
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6 CONCLUSIONS AND RECOMMENDATIONS
6.1 Summary Assessment

The Program is widely regarded as a successfudting and positive comments were provided by
stakeholders and observers. The evidence reviewedis Report broadly confirms this positive
assessment, nevertheless with some qualifications.

Program achievements are typically symbolized gy @ountry’s inclusion among the Top 10
Global Reformers for 2010 according to DB Survegwdver, this excellent performance in terms
of DB-indicators should not diminish the importarfeother major results achieved (or likely to be
achieved) by the Program.

The simplification of the business registrationtegs and the awareness campaign focused on the
required procedures promoted by the Program largmiyributed to the acceleration of the business
establishment process, consequentially exertingséipe influence on private investment and job
creation. The numbers resulting from the impaceéss®ent exercise appear fairly positive. Even if
no impact can be demonstrated in terms of tradesflahe Program certainly contributed (along
with other initiatives) to significantly reducinbe time and costs associated with import and export
procedures.

The assistance provided in the field of investm@oimotion was somehow less successful, as the
NIC proved to be unwilling in undergoing the recoemded restructuring process. Nevertheless,
the Program displayed flexibility in promptly slmity support to the MoA, which demonstrated
more receptivity. The passage of a new investrmeamtrequired more time than initially foreseen,
but it must be regarded as a great achievemerdciedly for a post-conflict country, and will exert

a long term positive influence on the investmeiate. In the same vein, the model concession
agreement constitutes an important tool for atitngadbr retaining foreign investment.

The assessment regarding the development of SEXich less positive, as the draft law prepared
by the Program was not finalized. In general, trmgRam encountered significant difficulties in the
adoption of legislative reforms, which is largely c@nsequence of the difficult operating
environment, but also an indication of the sensiimd complex nature of some the problems being
addressed. In this respect, the Program’s ingiggdts were probably over-optimistic, suggesting a
less than full appreciation of the challenges tdaoed.

The positive achievements were the result of a @oatlbn of factors, including the strong
commitment to reform displayed by most of key goweent counterparts, on the one hand, and the
full dedication and high professionalism displaysdthe Program local team, on the other hand.
The tight link between the BRC and the LBBF alsdiniely played a positive role in the
achievement of many reforms. However, the huge ntgrecy of the LBBF on IFC support
translated into a rather unbalanced work plan,ariing the IFC Investment Climate agenda, with
all activity areas falling outside the Program matedporoducing no results.

The Program is fairly expensive, and when the amotiexpenses incurred thus far is compared
with Program estimated impacts a mixed pictureeari©perational problems encountered with the
NIC for the implementation of the institutional gram and the finalization of the SEZ law as well
as a purely structural aspect, i.e. the small sizihe Country inevitably reducing the amount of
achievable PSCS, contributed to the reduction efrall efficiency. However, this assessment has
to be regarded as largely preliminary, and is Yikel improve in the near future, when some
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significant structural reforms, such the launchaighe business registry and the introduction of a
customs risk-management regime, are expected &ctbeved.

6.2 Recommendations

The Program is expected to be followed up by amotperation currently being drafted. The
findings presented in this Report suggest the féatimn of recommendations which may help in
the orientation of future work.

Recommendation #1 — Better assessment of risks afehtification of suitable mitigation
measureslin post-conflict countries at the beginning of damiprojects, the lack of knowledgeable
counterparts and weaknesses in implementation itgggpically represent a major threat. In this
context, all relevant risks potentially arisingrfraa lack of commitment or understanding by the
client must undergo preliminary assessment andgatitin measures must be planned for. These
may include: (i) conduction of several preliminangetings and discussions with beneficiaries to
increase understanding of reform implications andrisure capacity and commitment to act in the
required role; (ii) constant clear, result-baseditaoing reporting (e.g. a short monthly letterthe
Government), summarizing key steps, achievemerntsstones and actions to be taken, useful for
exerting pressure on delivery of goals and maiiriginpeople constantly informed; (iii)
identification of suitable measures aimed at reglyithe potential diminishing of client’s interest
(for instance, in the case of SEZ components, astgdmed at attracting other investors could have
been useful), and (iv) maximization of donors’ ahoation, based on preliminary mutual
understanding about the solutions to be adoptemjiging a strong, non-contradictory signal to
governmental counterparts.

Recommendation #2 — Design exit strategies at th&al stage It is necessary to better articulate
exit strategies. In some cases, counterparts sitdreappeared (e.g. SEZ) or was never really there
(e.g. NIC restructuring). In these cases, a clear @ut aimed at reducing the amount of operational
expenditures incurred from the implementation dfvétees which do not deliver expected results
should be defined. One of these lessons learnedbbkas specifically included in the last
supervision report for Component #8ne of the key lessons learned during this projgdhe
need to establish upfront clear client benchmatkat twill enable us to continue to provide
assistance. With cleared benchmarks, we could pavieaps closed this project early or put it on
hold based upon the client's changing prioritiesirtg forward, we will look to more clearly define
and agree on deliverables due from the client. Thikenable us to immediately respond by either
putting the project on hold or closing it eaflyHowever, it must be acknowledged that deterngnin
the exact moment when to stop assistance is ragistforward. For instance, repeated, enduring
deployment efforts finally ensured the enactmenthefnew investment law, one of the Program’s
major achievements.

Recommendation #3 — Improve the M&E systeRDS approval documents lack many targets and
baseline values. In the early stage of the Progitamrelevant information basis was extremely
meager, nearly inexistent, as vividly stated by Pmegram Coordinator:ttie project started with
absolutely no data As a result, the effectiveness and impact of eamportant initiatives can
hardly be assessed after the fact. For instancéhencase of Component #1, the Program was
initially expected to reduce the share of inforrhatinesses from 80% to 60% within a couple of
years after Program completion, but this indicates soon abandoned due to the lack of available
data. The situation only marginally improved ovard. In fact, supervision reports make extensive
use of DB-indicators, which are likely to inflatesults achieved by the Program in terms of
outcomes, and continuously add/eliminate indicatoreccommodate for the activities actually
implemented. Under these conditions, there apgeds significant room for improvement of the
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M&E system, in particular by ensuring greater dighin the set of indicators used and by avoiding
using DB-indicators, which may result in inflatednnbers.

Recommandation #4 — Enhance exploitation of infortian sources.This recommendation is
clearly linked with previous recommendation. Timedaesources were devoted to conduct the
Informality Survey in 2007, but data collected frdims extensive survey have not been used in any
Program document to set baseline and/or targeesalm the same year, the Liberia Institute of
Statistic and Geo-Information Services conducted\ational Establishment Census, which
collected useful information on several, relevansibess parameters, such the value of initial
investment and the workforce size for all locallyecating units, including all government and
business establishments (regardless whether favmaformal). As similar initiatives are likely to
be repeated in the near future, better coordinatloyuld be achieved with the national bureau of
statistics, allowing the retrieval of useful dadaabling to link business environment constraiots t
firm-level costs and productivity measures.

Recommendation #5 — Improve clarity and informativeontent of supervision reports.
Supervision reports did not always provide a cla@ature of Program developments. As they are
currently structuredit is extremely difficult to get a full understandiof which different outputs
and outcomes were achieved, and when. Efforts ditberefore be made to enhance the clarity of
these documents. In addition, detailed informatmm the financial resources allocated and
disbursed for component should be added. This wallddv for the calculation of cost ratios for
different types of activities/components, therebyaking it possible to assess their cost
effectiveness.
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ANNEX A — DOCUMENTARY SOURCES

Project Files — Approval, Supervision and ProgresReports

Liberia Private Sector Development in Post-Conficogram - Phase 2 - Progress Report for
January — June 2008 (undated)

Liberia Private Sector Development in Post-Conficogram - Phase 2 - Progress Report for
July-December 2008 (undated)

Liberia Private Sector Development in Post-ConfRcogram - Phase 2 — Progress Report for
January — June 2009 (undated)

Liberia Private Sector Development in Post-Conficogram - Phase 2 - Progress Report for
July-December 2009 (undated)

Liberia PSD in Post- Conflict Program - Phase 1 AA%-PDS Approval (version dated
October 10, 2006)

Liberia PSD in Post- Conflict Program - Phase 2AA%-PDS Early Review (version dated
October 19, 2007)

Liberia PSD in Post- Conflict Program - Phase DSPpproval (version dated April 6, 2010)

Liberia PSD in Post- Conflict Program - Phase 2DSPApproval (version dated October 13,
2009)

Liberia Private Sector Development in Post-Conflobgram - Phase 1 — TAAS Supervision #1
— 2007

Liberia Private Sector Development in Post-Conflobgram - Phase 1 — TAAS Supervision #2
— 2007

Liberia Private Sector Development in Post-Conflobgram - Phase 2 — TAAS Supervision #3
— 2008

Liberia Private Sector Development in Post-Conflobgram - Phase 2 — TAAS Supervision #4
— 2008

Liberia Private Sector Development in Post-Conflobgram - Phase 2 — TAAS Supervision #5
— 2009

Liberia Private Sector Development in Post-Conflobgram - Phase 2 — TAAS Supervision #6
- 2009

Liberia Private Sector Development in Post-Conflobgram - Phase 2 — TAAS Supervision #7
- 2010

Liberia Private Sector Development in Post-Conflobgram - Phase 2 — TAAS Supervision #8
—2010

Liberia Trade Logistics Project — TAAS Supervisith— 2008
Liberia Trade Logistics Project — TAAS Supervisigih— 2008
Liberia Trade Logistics Project — TAAS Supervisigh— 2009
Liberia Trade Logistics Project — TAAS Supervisivh— 2009
Liberia Trade Logistics Project — TAAS Supervisigh— 2010
Liberia Trade Logistics Project — TAAS Supervisigh— 2010
Liberia Trade Logistics Project — Advisory serveBS Approval (version dated May 25, 2010)
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Liberia Trade Logistics Project — TAAS-PDS Approgatrsion dated January 10, 2008)
Liberia PSD growth support through SEZs — TAAS Sus®n #1 — 2008
Liberia PSD growth support through SEZs — TAAS Sus@éon #2 — 2009
Liberia PSD growth support through SEZs — TAAS Sus®n #3 — 2009
Liberia PSD growth support through SEZs — TAAS Sus®n #4 — 2010
Liberia PSD growth support through SEZs — TAAS Sus®n #5 — 2010

Liberia PSD growth support through SEZs — AdvisBeyvices Approval (version dated June 2,
2009)

Liberia PSD growth support through SEZs — TAAS PBSproval (version dated April 11,
2008)

Project Files — Substantive Matters

FIAS, Liberia, Removing Barriers to Enterprise Faliration, Survey Report, June 2007
Liberia Better Business Forum (LBBF) Presentation

Legal Review and Commentary - Title 5: Associatibag of the 1976 Liberian Code
of Laws Revised — (version dated March 2009)

Business Reform Committee: Outcomes and Next Stéfpresentation (November 11, 2008)

Doing Business Reform Unit - Presentation to théekin Business Reform Committee
Monrovia, Liberia (December 11, 2007)

Next Steps on Reforms - Mission to Liberia, Refortmsmprove the ease of doing business
(December 10-14, 2007)

Summary Review of Investment Law of Liberia — Preagon (December 12, 2006)

Regulatory Regime Comparative Analysis Researcldwcted by: Thomas Doe Nah (April 2,
2008)

Summary Review of Investment Law of Liberia andti#tiProposals on Considerations for
Reform (December 2006)

Establishment of Special Economic Zones in Libefi&re-Feasibility Study - Final Report -
February 2009

IFC - Bureau of Customs & Excise, Liberia Risk Mgement Project — Draft Report (version
dated October 2009)

Action Plan - Reforming Liberia Trade Logistics &ya - 2010-10-20
BTOR — Liberia (August-September 2009)
BTOR — Liberia (November 9-21, 2009)

United Nations Department of Economic and Socialaid Statistics Division — Country
Presentation — Customs-Liberia (August 30 — Sepeerfp2005)

IFC Model Concession Framework Project - ConsutaReport (September 2008)

Republic of Liberia — Ministry of Agriculture — Colusions from the Consultation Process IFC
Model Concession Framework Project (October 2008)
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Five-Year Business Plan For The National Investn@armmission (NIC) of Liberia 2008-2013
— Draft (April 04, 2008)

Rebuilding Liberia through Investment AttractiorgtBntion, and Reform - National Investment
Commission (NIC) of Liberia - Three-Year Corpor&ian (October 2007)

Effective Investment Promotion Seminar - Natiomaldstment Commission — NIC - Monrovia,
Liberia (February 26-29, 2008)

Out grower Strategy for Liberia — Draft Options BafiNovember 2009)

Out grower Strategy for Liberia — Options Paper tfteg Government of Liberia (November
2009)

Out grower Strategy for Liberia — Options Paperthe Government of Liberia (March 2010)

Other Documents

Central Bank of Liberia, Annual Report 2009, Jag0, 2010
Poverty Reduction Strategy, Republic of LiberiayiRp008

IMF Country Report No. 07/60, Liberia: Interim PoyeReduction Strategy Paper, February
2007

IMF Country Report No. 10/199, July 2010
Liberia, Diagnostic Trade Integration Study, Decem®008

Republic of Liberia — Ministry of Agriculture — Cgrehensive Assessment of the Agriculture
Sector — Volume 1 — Synthesis Report (undated)
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ANNEX B — PERSONS AND INSTITUTIONS INTERVIEWED

Institution Name Position
SIDA Dr. Gun Skoog Mission Director
IMF Mr. Yuri Sobolev Resident Representative

Ministry of Agriculture

Mr. James Logan

Deputy Minister — Planning &
Development

Executive Mansion

Hon. Natty B. Davis

Minister of State without Portfolio

Ministry of Public Works

Mr. Edsel Smith

Assistant Minister

Ministry of Lands Mines and
Energy

Mr. George Miller

Assistant Minister

Ministry of Commerce and
Industry

Mr. Frederick Norkeh

Deputy Minister

Ministry of Commerce and
Industry

Mr. Abu Kamara

Division of Domestic Trade

Ministry of Finance

Hon. Elfreida Tamba

Deputy Minister

Ministry of Finance — Bureau o
Customs & Excise

[ Ms. Decontee T. King-
Sackie

Commissioner of Customs

NIC

Richard. Tolbert

Chairman

Monrovia City Corporation

Mr. Frank A. Krah

Management Specialist

Environmental Protection Mr. David Wah
Agency
CNDRA Ms. P. Bloh Sayeh Director General

Liberia Institute of Statistics &
Geo-Information Services

Mr. Lawrence Varpilah

Assistant Director

BIVAC

Mr. Henry Bernard

Deputy Managing Director

Liberia Economic Journalists’
Association

Mr. Zoegar Jaynes

Interim President

Liberia Chamber of Architects | Mr. F. Augusts Caesar, Jr. | President

Liberia Business Assertions

(LIBA)

Chamber of Commerce Monie Captan Chairman
Langley Kialain Analyst

National Custom Brokers Mr. Y. Weagba Seeboe President

Associations of Liberia

IFC Ms. Jumoke Jagun-Dokunmu Resident Representative

IFC Ms. Maria Miller ICAS Program Manager (Program
Coordinator)

IFC Mr. Kobina Daniel Business Simplification leader

IFC Ms. Mary Agboli* former TTL and PPD leader

IFC Mr. Gokhan Akinci* SEZ leader

IFC Mr. William Gain* Trade Logistics leader

Private Sector
(Pierre, Tweh & Associates)

Mr. N. Oswal Tweh

Counsellor-at-Law

Private Sector

Nagbale Warner

Counsellor-at-Law

Private Sector

Hilton Powo

Counsellor-at-Law

Private Sector

Sylvester Rennie

Counsellor-at-Law

Private Sector Mr. David Vinton Accountant
Private Sector Mr. Theo Wiaplah Giple Accountant
Private Sector Mr. Joseph Nimely Accountant

* Telephone interview

In addition to the above, during fieldwork, inteawis were held with other counterparts in the peissctor
who asked that their name be kept confidential.
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ANNEX C — IMPACT ASSESSMENT — PRIVATE SECTOR COST SAVINGS
C.1 Introduction

In this Annex, we provide detailed presentatiorih&f data used and the approach adopted for the

estimate of private sector cost savings (PSCS) Armex is structured as follows:

» Section C.2 briefly recaps the methodological appino

» Section C.3 presents some general parametersmugieel analysis;

* Sections C.4 through C.6 deal with the calculatbRSCS in, respectively, Components #1, #4
and #5.

C.2 Methodology

Overview. The methodology adopted for estimating PSCS builobn the preparatory work done
in the earlier stages of the Assignment and presieinta separate repSttThe approach presented
here also takes into account the work done by Hi& dn the refinement of M&E indicators for
investment climate projects and, more specificalhe methodology developed for estimating
aggregate cost savings accruing to private operatém this respect, it is worth noting that the IFC
methodology is developed in an ex-ante frameworkereas this exercise adopts an ex-post
perspective. As shown below, this involves someifieadions in the definition of variables and in
calculation procedures.

Taxonomy of PSCS Two types of PSCS can be identified in Liberiad aamely:

* reduction inout of pocket expenseassociated with the abolishment/simplificationceftain
procedures (“cost savings”);

* reduction in theiime spent by private operatoia dealing with certain procedures that have
been abolished/simplified (“time savings” or “saysnn the opportunity cost of time”).

Cost savinggefer to two items, namely: (i) the eliminatiorduetion of certain fees (stamp duties,
service fees, etc.) and (ii) the elimination/reduttof the need to rely on service providers for
certain formalities (e.g. legal advice). These @ffects are found for different areas of interventi
from the construction of buildings (i.e. reductiohthe fee charged for construction permits) to
import/export procedures (i.e. elimination of fee d@btain an Import Permit Declaration). A
particular category of cost savings refers to thmieation/reduction of ‘unofficial/facilitation
costs’, i.e. bribes and gifts paid by private emtemeurs to facilitate/fasten administrative
procedures or to maintain the informal status.

Time savingsrefer to the gains in terms of opportunity costlaifor resulting from regulatory
simplification and/or from the adoption of diffetesrganizational models for certain services. This
is, again, relevant for a wide range of areas derwention, from business registration (e.g. as a
result of the establishment of a one stop facility) property registration (e.g. following the
elimination of the obligation to notify the BIR tfle transfer upon registration).

Estimating PSCS In analytical terms, estimating PSCS is a quitaightforward exercise, as it
essentially involves the multiplication of a ‘priedement’, i.e. the cost savings achieved in one
particular case, times a ‘quantity element’, itee humber of relevant observations, referred to as
‘transactions’.

9 Report #2 — Methodological ReppAugust 12, 2010.
%0 |FC, Guidelines for Aggregate Cost Savings templatei¢has.d. (but August 2010), hereinafter referred dathe
‘IFC Guidelines'.
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The nature of therice elemenidepends upon the reform whose PSCS are beingataduln the
case of cost savings.g. the elimination of a certain fee or tax, ithpact can generally be directly
measured. However, when the fee or tax is expressetl valoremterms (e.g. construction
authorization fee equal to a certain percentagehefvalue of the construction project), it is
necessary to make reference to the value of thd/tyansaction on which the fee or tax is levied.
The value of_time savings the result of the multiplication of the timeved thanks to a certain
reform (expressed in terms of hours) times the valie of labor (expressed in hourly total labor
costs, i.e. inclusive of benefits, social secutyd taxes).

The nature of thguantity elementi.e. the number of transactions, also differseteling upon the
nature of the reform considered. In certain caseg, the registration of newly established
businesses, the number of transactions coincidiéstia@ number of economic agents affected by a
certain reform. In other cases, e.g. the inspeabioshipments at the border, there isan@riori

rigid relationship between the number of econongerds and the number of procedures, and the
number of transactions must be measured indepdgdent

Two further aspects are worth highlighting:

* PSCS are calculated for the whole life of the PaogrAs benefits may occur at different points
in time, in order to properly aggregate annual @alill is necessary fwoceed to compounding
taking the terminal year of the Program as refexgmuint. This is done using the relevant real
interest ratg"

e some costs incurred by private operators (e.g. &e®b taxes on specific transactions) are
deductible for profit tax purposes, and this reduttee burden of complying with regulations.
Therefore, in order to calculate the net impactedbrms, it is necessary ajust the savings
considering the relevant profit tax rateHowever, this does not apply to economic agents
registered under ‘simplified’ tax regimes, typigalhvolving the payment of turnover taxes
and/or of flat taxes, as well as to reforms invadya reduction of ‘unofficial costs’. Therefore,
the application of the corporate tax (set at 35%iberia) has been assessed on a case-by-case
basis, based on the type of reform assessed artehemic agents affect&d

Practical Issues While the method of calculating PSCS is relagvaimple, significant practical
problems arise due to various reasons. This isceseevident in the case of cost savings and time
savings. In particular:

» Cost SavingsThere are two main issues related to this typploigPSCS. Firstly, sometimes
data for the baseline situation refer only to @élstirelevant situations. For instance, in the case
of the registration of businesses, the benchmagk feovided by the DB Report refer to the
case of a limited liability company. However, inbkeria the majority of newly formed
enterprises are sole proprietorships and partressiihis inevitably means that baseline data
have to be reconstructed. Secondly, in certainscaaeings are merely theoretical and do not
actually accrue to businesses. An example is peovir/ the hypothetical cost savings accruing
to private entrepreneurs no longer required tolegal services following the introduction of
standardized forms of Articles of Incorporation, igth has not yet materialized, since the
majority of these still prefer to obtain legal ackvi In these cases, an attempt must be made to
ascertain the effective degree of application & televant savings, and calculations are
inevitably approximate;

*1 The approach adopted here is different from theindicated in the Guidelines, which recommenddiseounting of
values to baseline year. This is due to a diffezeincperspective. In fact, the Guidelines desctiteeapproach to be
used ex-ante, whereas this Assignment concerrextpest assessment of impacts.

2 For instance, for reforms indiscriminately affegtiall formal businesses, the incidence of the aate tax rate was
set at 30%, to reflect the share of corporationbtotal new registered businesses.
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* Time SavingsIn this case, baseline data are usually misdd) Reports typically record the
delays, not the time spent in performing the vagidasks) and reconstructing the baseline
situation after 3 to 5 years is made difficult lagihg memories. Data obtained from companies
and professionals are often at odds, and widelyabla. This means that calculations are
inevitably based on fairly rough estimates. Alsaherent data on labor costs are also difficult to
gauge, given the huge differences in wage levelssacthe various types of businesses. In
principle, there is also a conceptual problem temheining the hourly wage of an entrepreneur,
who ‘by definition’ is not getting a wage. But thslargely a theoretical problem, because in
the countries covered most of the entrepreneursnarely ‘survivalist entrepreneurs’, whose
income is often lower than that of employees inftrenal sector.

C.3 Basic Assumptions and Key Parameters

Baseline Year and Reference PeriodThe baseline year i2007, as the second Phase of the
Program was approved on January 2008. The refepmrazd for the calculation of PSCS2808 —
2010 No attempt was made to estimate future PSCS.

Exchange Rate and CompoundingAnnual, averagexchange ratedo transform L$ values in
US$ terms are taken from the Central Bank of Léo@mnual Report (2009). Theal interest rates
used for compounding purposes was calculated aglifference between the average nominal
annual lending rate to businesses and the anriletion rate. Also in this case, data are takemfro
the same report. However, in accordance with consnegceived from IFC staff on the first
version of the Report, a floor of 3% was set, asedufor compounding the value of PSCS in years
2007 and 2008. Data are presented in Table C.ivbelo

Table C.1 Exchange Rates and Real Interest Rates

Year | Exchange| Lending | Inflation | Real Interest | Real Interest
Rate Rate (A) | Rate (B) | Rate (A-B) Rate Used

2007 60.77 14.3% 11.4% 2.9% 3%
2008 63.29 14.3% 17.5% -3.2% 3%
2009 67.81 14.24% | 7.2% 7.04% 7.04%

Time Savings For the calculation of time savings, references waade to the key parameters
indicated in the IFC Guidelines, namely: (i) 250rkmng days per year and (i) 8 working hours per
day.

Unit Value of Labor. Four professional profiles were considered, ngmel
* high level staff (management);

* medium level staff (office manager/secretary);

* low level staff (newly recruited clerk);

* independent small trader.

The unit value of labor is expressed in terms airlyogross wage/earnings, inclusive of income
taxes and social security contributions (when apaplie). Estimates of the value of labor fagh,
medium and low level stafare largely based on th&orld Bank Enterprises SurveYWBES)
carried out in 2008. The WBES collected informatimm employment levels, and of particular
interest are the data on: (i) the ‘number of permanfulltime employees (all employees and
managers included)’ (question L.1); (ii) ‘the numbef fulltime seasonal/temporary workers
employed’ (question L.6); (iii) ‘the average lengtli employment of all fulltime temporary
employees (in months)’ (question L.8); and (iv)e'thalue of total annual cost of labor (including
wages, salaries, bonuses, social payments)’ (quelsiti2). All data refers to fiscal year 2007.
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The total level of employment per business wad fiedculated by summing up the number of
permanent employees and the temporary workers ssguien terms of their fulltime equival&ht
Then, the total annual labor cost per employeecabilated for each business by dividing the total
level of employment by the value of the total arinalor costs. Since the range of variation of data
is extremely high, reference was made to the agljusverage, with the elimination of outliers. To
account for the sample bias affecting the WBES ctvlziovers only formal businesses with at least
5 employees, and based on locally retrieved inftonathe average value was increased by 50%
to obtain the reference value for high level staffl decreased by the same percentage to obtain the
reference value for medium level staff. Based as pmocedure, thenonthly salary for medium
level staff was assessed at some US$ Wbch appears to be a sensible figure when cotdtbn
with minimum salary for any Liberian in the civiewice, set at US$ 50 as of July 1, 2807
Finally, the reference value for lower level stafis calculated as a fraction of the value retained
for medium level staff (divided by 3). Given thgmsificant variability of and the limited number of
valid observations (130) for WBES data, as wellttees strong assumptions made, results were
compared with the GNI value for 2007 to check thegic. Data are summarized in Table C.2
below

Table C.2 Monthly Total Labor Cost, 2007 (US$)

Professional Monthly Labor Times

Profile Cost of GNI

High Level 289 23.1
Medium Level 116 9.3
Low Level 39 3.1

In the case oindependent small tradersearnings were estimated based on informatiorecielt

by the National Establishment Censu¢NEC) and thelnformality Survey (IS). Based on data
provided by the former source, the average anmgaine (i.e. value of sales minus intermediate
consumption) for small businesses (less than 3 @yepk) operating in the trade sector could be
estimated at some US$ 950. A higher value is dérikam the latter source, above US$ 3,000, but
this figure refers to the annual turnover and thevesy sample includes medium-large large
businesses. As we are interested in the valueadit,pas opposed to turnover, the lower value is
considered as a more appropriate estimate.

The above values refer to the year 2007. In ordesstimate values for the following years, 2007
values were inflated using coefficients based @ahnual average of consumer price (IMF data)
for the relevant years (2008: 17.5; 2009: 7.4; 2016). The hourly rates retained for the analysis
are presented in Table C.3 below.

Table C.3  Unit Cost of Labor (US$) — Data Retainefbr the Analysis

Professional Profile 2008 2009 2010
High Level Staff 2.0 2.2 2.4
Medium Level Staff 0.8 0.9 0.9
Low Level Staff 0.3 0.3 0.3
Independent Trader 0.6 0.6 0.6

%3 This was simply done by dividing the product o thumber of temporary workers and the average heofjtheir
employment by 12 (months).
**In 2010, the minimum monthly salary of civil sentsis expected to rise from US$ 55 to US$ 80 pamntm
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C.4 Estimating PSCS for Component #1

In the case of Component #1, PSCS have been daldwhth reference to following reforms,

namely:

» the reform of business registration procedured) wéparate calculations for corporations and
for sole proprietorships/partnerships;

* the unofficial cost savings associated to the emeein the number of businesses shifting from
the informal to the formal status.

Reform of Business Registration — Corporations This is a composite reform, involving the
adoption of a series of successive legal, admatigt and organizational measures entailing: @) th
simplification of registration procedures, with temination of certain steps, the streamlining of
required documentation and the concentration giaesibilities in a newly established one-stop-
shop type of structure and (ii) the reduction a@fisgation fees and other out-of-pocket costs. This
part concerns only the registration of enterpris@gng a corporate form. The relevant number of
transactionsis given by the number of corporations that hagstered during the reference period
or to a share of them, depending upon the typefofm (see below).

PSCS relate to both cost and time savings. Inqudati:

» Cost savingsefer to the elimination of legal fees as a restithe introduction of standardized
forms for Articles of Incorporation (Aol), whichniprinciple should enable businesses to
register without an attorney. This results in at@@ing of US$ 500 per business registration
(i.e. the average lawyer’s fee), starting from 2008

* Time savingsnclude:

o the reduction in the time required to go throughesal steps of the registration process (i.e.
name search, filling of Aol and making paymentjdaling the creation of the one stop center,
with an overall saving grossly estimated at 2 @ialys (16 hours) from 2008

o the elimination of the previous practice by the MaiCphysically inspecting all new business
sites, with the saving of 12 hours day from 200@faratory activities included)

The following points have to be highlighted:

* in regards tatime savings the number otransactionssimply refers to the total number of
businesses that actually registered as corporatior2908-2010 (branches excluded). As for
cost savingsthe situation is less clear-cut. Qualitative ewice collected suggests that the
impact of the introduction of standardized forms Aml has been fairly modest so far, with
most of the interviewees acknowledging a margirarelase in the use of legal services only.
Our conservative estimate set the share of releavam$actions at some 10% of the total number
of businesses that actually registered,;

» the analysis did not consider other aspects sorastimmentioned in Program documents and/or
in DB Reports. In particular no consideration wagqg to: (i) reforms that shortened the overall
length of the registration process, i.e. tleeluction in number of signaturedor business
registry approvals, thénarmonization of tax identification numbers across Government
agencies, and theetting of a predefined, short time to obtain docemtation from relevant
ministries, as these reforms did not generate PSCS, (ii)etimination of the annual re-
registration at the Ministry of Commerce and tleémination of NASSCORP requirement to
produce copies of AP, as both reforms are expected to become fullycéffe only when the
Business Registry is operational, and (iii) theifization and documentation &nvironmental

%5 At present, businesses are still required to g:NASSCORP and submit Business Registration (BR) Aod
Whether the requirement for Aol is dropped or ttsinesses will still have to go to NASSCORP wihkit BR to
complete the registration process.
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Protection Agency proceduregor those businesses requiring an Environmentagbalth
Assessment.

A summary presentation of key parameters is pravidd able C.4 below.

Table C.4 Reform of Business Registration for Compdes — Parameters
Years Cost Savings Time Savings
Transactions| US$ | Transactions | Hours
2008 226 500 2,258 28
2009 212 500 2,119 28
2010 260 500 2,603 28
*estimate

Reform of Business Registration — Sole Proprietorsps/Partnerships. This concerns the
registration of businesses not having a corporaiem,f basically partnerships and sole
proprietorships. Registration procedures for tHases were reformed in parallel with those used
for corporations, although the scope of reform mase limited. In fact, the only discernible impact
consists of the reduction in the time required dotliyough some steps of the registration process
(i.e. name search and payment) following the cpeatif the one stop center, with an ovetilie
savingof 8 hours from 2008The relevant number ¢fansactionsis again given by the number of
enterprises actually registered in 2008-2010.

A summary presentation of key parameters is pravidd able C.5 below.

Table C.5 Reform of Business Registration for SoleProprietorships/Partnerships —
Parameters
Years Time Savings
Transactions Hours
2008 4,588 8
2009 5,034 8
2010 6,356° 8
* estimate

Reform of Business Registration — Unofficial/Facitation Costs The Informality Survey
conducted in 2007 highlighted that about half c¢ thformal businesses claim they have paid a
bribe over the previous one year for maintainingrdarmal business. These unofficial costs were
estimated at about 10% of annual revenues, on geera. a little over L$ 9,000 per year (about
US$ 150). The awareness campaign carried out witlérbusiness community, together with the
simplification of registration procedures, triggerhe rate of formalization of the Liberian private
sector. The totahumber oftransactions i.e. the number of businesses shifting from infak to
formal status as a result of Program initiativess heen estimated as a share (55%) of the increased
number of new registered companies compared tbdbkeline. The share was set at slightly smaller
value compared to the proportion of partially/coately formal businesses that admitted operating
informally before formalizing according to the Infoality Survey (62.2%). Unofficial costs savings
were assumed to accrue to half of these businesses.

A summary presentation of key parameters is pravidd able C.6.
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Table C.6  Reform of Business Registration — Unoffial Costs

Years Transactions Cost Saving (US$)
2008 282 150
2009 378 150
2010 1,029 150
* estimate

C.5 Estimating PSCS for Component #4

In the case of Component #4, PSCS have been estimath reference to following reforms:
* the reform of the system for the issue of buildiegmits;
» the reform of procedures for property registration.

Reform of the Building Permit System This reform concerns increased transparency and
simplification of procedures and reduction in cofis the issuance of building permits and
authorizations. PSCS relate to both cost and tamangs. In particular:

* Cost savingsnclude:

o the reduction in the fee charged by the MinistryPablic Works (MoPW) for building permits
from US$ 0.1-0.25/sq. ft. to US$ 0.05/sq. ft. pemenercial building. This results in a unit
cost saving of about US$ 250 in 2008 and US$ 5G®{9 and 2010

o the replacement of theed valoremfee (i.e. 3% of the value of the construction ect) levied
by the Monrovia City Corporation (MCC) for consttien authorizations with a fee of US$
0.04/sq. ft. This results in an estimated averagt saving of some US$ 800 per authorization
starting from May 1, 2009

o the reduction in the size of the ‘facilitation c®sfollowing increased transparency in the
permit issuance process. According to informatioaviged by local key informants, the
average value of the “gift” reduced from US$ 500U8%$ 50 per permit, resulting in an
unofficial cost saving of US$ 450 starting from 800

e Time savingdnclude:

o the reduction of the time required to businessesnéke corrections and add documents
following official denial of approval, as a resoftthe implementation of a standard check-list,
detailing all required forms, with an average sgsinf 2 days (16 hours), starting from 2008

o theelimination of the requirement to obtain a tax veaiprior to obtaining a permit, with an
additional savings of 8 hours starting from 2009

The following points must be highlighted:

* key parameters for a representative commercialgindl building in Liberia were estimated
based on data provided by the MCC and the MoPW. édew significant inconsistencies
emerged from these two sources, in particulath@)number of authorizations yearly issued by
the MCC is roughly double of the number of pernswied by the MoPW, which is in contrast
with the fact that the latter apply to all constror projects within the Republic of Liberia,
whereas the former are required for activities iedrrout within the limits of the City of
Monrovia only; and (ii) the average dimensions vildings, as inferred from data on collected
fees, is much bigger in the case of MOPW companeBl€C. It is, therefore, likely that data
received from MCC include, in addition to authotiaas for construction, authorizations for
reconstruction and renovation, for which smallezsfeare charged. Based on data from the
MoPW, theaverage size of a commercial/industrial buildingas estimated at 5,000 square
feet in 2008 and 10,000 square feet in 2009 and.20khe average value of a construction
projectwas estimated, based on MCC data (the only avaikdurce), at some US$ 20,000 in
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2008 and US$ 40,000 in 2009 and 2Z510hese parameters constitute a significant deviati
from the ‘case model’ adopted by the DB Survey,ohassumes a commercial building of
14,000 square feet, with construction costs of @34 000;

» as for theotal number of transactions(i) the actual number of construction permitsiess for
commercially oriented buildings was retrieved bg MoPW, (ii) the number of authorization
permits issued by MCC has been set at slightly lemahare (95%) of the number of
construction permits, to account for the wider gapgical scope of the latter; and (iii) the
number of permits for which unofficial costs hadlb® paid was been set at a decreasing, but
extremely high share of the number of construcpemmits (i.e. 70% in 2008, 65% in 2009 and
60% in 2010). In fact, interviews with private smctrepresentatives indicate bribes and
corruption as the rule rather than the excepfiomut also highlighted some positive
developments in the last years.

A summary presentation of key parameters is pravidd able C.7 below.

Table C.7 Reform of Building Permit System — Paramers

Years Construction Construction Unofficial
Permits Authorizations Costs
Transactions Cost Time Transactions Cost Transactions Cost
Savings | Savings Savings Savings
(US$) | (hours) (US$) (US9)
2008 44 250 16 - - 31 450
2009 66 500 24 42 800 43 450
2010 92 500 24 88 800 55 450

Reform of Property Registration. Cost savingsoncern the elimination of the US$ 10 ‘unofficial’
fee charged to obtain a copy of seller deed, fallgwthe imposition to all relevant agencies to
clearly post procedures for property transfer alb ageto indicate relevant feeime savingsefer

to the elimination of the obligation for the entrepeur to notify Bureau of Internal Revenue oétitl
transfer upon registration and are estimated tacnkibe order of 4 hours starting with 200Bhe
number oftransactionsrefers to the actual number of property transfecorded by the Center for
National Documents & Records Agency (CNDRA) in 2088d the first six months of 2010
(extrapolated to the whole year).

The following points should be highlighted:

» data on transactions provided by the CNDRA do mstirdyuish betweetransactions made by
individuals for private purposes anttansactions made by businessder industrial or
commercial purposes. In principle, only the lagbould be taken into consideration, as PSCS
refer only to savings accruing to private businessa real estate deals for private purposes are
believed to constitute the majority of transactjotigs results in an overestimation of related
PSCS;

» the analysis did not consider other aspects mesdian Program documents and/or in DB
Reports. In particular no consideration was giver(i) thesurveyor certificationreform, based
on qualitative information collected, its net imp& likely to be null. Indeed, the benefits in

%% In 2008, MCC reportedly earned about US$ 11,5@@nfissuing some 20 construction authorizations thsfee

levied before the reform was set at 3% of the valuthe construction project, the average valuepgueject could be
estimated at some US$ 20,000. In accordance wittblohg of the average size of the representativilding, this

figure was raised to US$ 40,000 in the followinguyge

" This information is largely confirmed by the Woiénk Enterprise Survey 2009, setting the shaferos expected
to give a gifts to get a construction permit ashhig 62.9% in Liberia, significantly above the ager for the Sub-
Saharan African region, set at 27.3%.
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terms of lower transaction costs arising for pevanterprises from the eased access to the list
of certified surveyors made publicly available egportedly offset by the higher fees typically
charged by certified surveyors; (ii) the introdoatiof astandardized deedvhich may enable
businesses to register without an attorney, asréi@em was only recently achieved (May 31,
2010), and effects have not yet materialized; aindr¢forms that shortened the overall length
of the property transfer process, i.e. thaification of the notice period that must be primed

by surveyorsand thesetting of a defined deed approval time for the Pate Courf as these

did not generate PSCS.

A summary presentation of key parameters is pravidd able C.8 below.

Table C.8 Reform of Property Registration — Paramedrs

Years | Transactions | Cost Savings (US$) | Time Savings (hours)
2009 1,281 10 4

2010 826* 10 4
*estimate

C.6 Estimating PSCS for Component #5

Reform of import/export procedures. An impressive number of administrative reformsenheen
facilitated by the Program, involving (i) the strdaning and/or elimination of unnecessary steps
and documents, and (ii) the reduction of tradeteelacosts and other out-of-pocket expenditures
costs. However, in some cases, their actual imjpaéérms of PSCS appears fairly margifal
whereas in some other cases, their impact couldaastimated due to a sheer lack of available
data.

Based on the abovegst savinghave been estimated for the following major refeirm

* the removal of the fee to be paid to the MinistfyGommerce to obtain an Import Permit
Declaration (IPD). This results in a cost savingJ&3$ 25 per IPD starting from 2009

* the removal of the requirement for shippers to pagrtime for customs officers attending
arrival/off-loading of ships. This results in a teaving of US$ 500 per shipment starting from
mid 2009;

* the reduction of the pre-shipment inspection (R&s from 1.5% to 1.2% of FOB value. This
results in an average cost saving of US$ 15 p@nsdt in the second half of 2008 and US$ 7
per shipment in 2009 and 2010

The following points should be highlighted:

* The number otransactionsrefers to: (i) the number of IPD yearly issuedtbg MoC. This
figure was steady at about 9,000 for both year 2892010, based on the data received from
the MoC on the number of IPD monthly processed betwOctober 2008 and July 2010; (ii)
the number of shipments making overtime paymerased on the actual value of related fees

8 |ndeed, some of the facilitated reforms seemiraigiressed very specific issues. For instance, npaaject
documents count among support reforms0% reduction (from 3% to 1.5%) of customs clegdnd administration
fees. However, according to the DTIS this vaguely defi reform turned out to refer to feduction of the charge for
special serviceprovided to import shipments that require urgerdgessingdue to specific circumstances ascribed to
irreqular or sensitive goodssuch as emergency, perishability, unsafe packagtc., from 3% to 1.5% of the CIF
value of the shipmehf{under lineationadded to emphasize the highly peculiar naturdefréform). Detailed data on
the number of relevant transaction could not beenstd. However, the impact of this administratieéorm is likely to
be minimal given the particular nature of the repw¥ee, whose actual application seems to be egtyenarrow. In
contrast, several other reforms, such as the ditioin of the Ministry of Transport fees and persrin the clearance
process or the elimination of various security fiows and other non essential staff at the Nati®uwait Authority gate,
improved efficiency on the governmental side, hdtrebt generate PSCS.
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collected by the Ministry of Finance, (iii) the aat number of shipments undergoing PSI in
2008 and 2009. Figures for 2010 was conservatestiynated at the same level as 2009;

» the requirement for shippers to make overtime payseas introduced in mid-2008, when the
Program was already operational. Therefore, it dmeseem appropriate to include its removal
among the positive impacts of Program. On the olbi@erd, as previously anticipated, other
relevant reforms, such as the elimination of desitim inspection requirements for strategic
imported commodities and/or the creation of a tefme structure for violation of PSI
requirements for imports, involving a reduction fofe for first and second-time offenders,
could not be estimated due to a lack of data. Alkll, theoverall impact achieved by the
Program under this component is likely to be undstienated

« finally, the analysis did not consider other aspenentioned in Program documents and/or in
DB Reports. In particular no consideration was git@ theimplementation of a customs risk
management regimeandthe implementation of electronic automatioof key border control
agencies, as both reforms are still ongoing andeapected to become fully effective only in
2011.

A summary presentation of key parameters is pravidd able C.9 below.

Table C.9 Reform of Import Procedures — Parameters

Years IPD Fee Removal Overtime Payment Removal PSI Fee Reduction
Transactions| Cost Savings | Transactions | Cost Savings| Transactions | Cost Savings
(US$) (US$) (US$)
2008 - - - - 70,358 14.7
2009 9,000 25 100 500 155,527 7.2
2010 9,000 25 200 500 155,527 7.2
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ANNEX D — ESTIMATES OF OTHER CATEGORIES OF IMPACTS
D.1 Introduction

In this Annex, we provide a detailed presentatibthe data used and the approach adopted for the
estimate of impacts other than PSCS. In particular:

» Section D.2 deals with the estimate of newly esthbt businesses;

» Section D.3 analyzes the impact of the formatione# businesses on investment;

» Section D.4 does the same with respect to jobioreat

D.2 Estimate of Newly Established Businesses

Data on business registration were provided byMimastry of Commerce and they concern the
number of registrations of corporations and soleppetorships/partnerships for the years 2006
through 2009 and for the period January 1 — Septer2B, 2010. Data for the whole year 2010
were estimated by extrapolating the trend recomdéke first nine months. Data are shown in Table
D.1 below.

Table D.1 Data on Business Registrations

Sole Proprietorships/
Years Partnerships Corporations| Total
2006 3,786 1,446 5,232
2007 3,716 1,609 5,325
2008 4,600 2,429 7,029
2009 5,047 2,329 7,376
January 1 —
September 22, 2010 4,844 2,462 7,306
2010 (estimate) 6,459 3,283 9,742
Total 23,608 11,096) 34,704

As highlighted by the Informality Survey, (i) highxes, (ii) high start-up costs, and (iii) lack of
information on business registration proceduresewee main obstacles faced by businesses willing
to formally register a business in Liberia in eaB907. The latter two obstacles have been
successfully addressed by reforms facilitated &y Rhogram, whereas no major improvements of
the tax regime have been introduced during theodesf analysis. Indeed, a reduction of the income
tax from 35% to 25% was foreseen in the EconomimBus Taxation Act of 2009, known as An
Act Amending the Liberia Revenue Code of 2000. Heeve this legislation has never been
published, and implemented. Therefore, we estimdtechumber of new registrations attributable
to the Program by comparing the baseline, 2007 egalwith those actually recorded in the
following three years. The results of the exereisepresented in Table D.2 below.

Table D.2 New Business Registrations — Program Impé
Sole Proprieto_rships/ Corporations Total
Partnerships

Years | Baseline| Actual | Increase | Baseline| Actual | Increase| Baseline| Actual | Increase
2008 3,716 4,600 884 1,609 2,429 820 5,325 7,029 1,704
2009 3,716| 5,047 1,331 1,609 2,329 720 5,325 7,376 2,051
2010 3,716 6,459 2,743 1,609 3,283 1,674 5,325 9,742 4,417
Total 11,250 16,106 4,958 4,827/ 8,041 3,214| 16,050 24,147 8,172
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Not all the newly registered businesses attribetablProgram reforms involved the creation of a
new business. In fact, many of newly registeredr@asses are entities that previously had been
operating informally. According to the Informali8urvey, over 60% of partially/completely formal
businesses admit that, before formalizing, theyratpe informally. Assuming that the share of
businesses formalizing is included betw&@f and 60% of total registrationshe total number of
newly established businesses can be estimated raes® 300 — 4,10@or the 2008—2010 period.
Calculations are shown in Tables D.3 below.

Table D.3  Estimate of Newly Created Businesses

Years | Newly Low Case High Case
Registered| 60% Previously Newly 50% Previously Newly
Entities Operating Established Operating Established
(A) Informally (B) Businesses (A-B)|  Informally (C) Businesses (A-C
2008 1,704 1,022 682 852 852
2009 2,051 1,231 820 1,026 1,026
2010 4,417 2,650 1,767 2,209 2,209
Total 8,172 4,903 3,269 4,086 4,086

D.3 Estimate of Investment Associated with Establisnent of New Businesses

The impact on private sector investment associaiddthe growth in business establishment was
estimated on the basis of the average value ahtti@ investment, using data collected in 2007 by
the National Establishment Census (NEC) and th&h®.former study collected data on the initial
investment value in ranges. Therefore, to calcidateverall average value, the average investment
was set to the mid-point range. This procedureasetd on some strong assumptions, namely: (i)
mid-points adequately represent average valueg;hwiiay not be the case, especially for ranges
further away from the middle, and (ii) the firmsatmot disclose their investment data (9% of the
sample) are scattered randomly across the investiistrnibution, i.e. those that are missing are not
grouped in a specific investment range. The formethodological issue is more severe for the
highest range, which is defined simply as “majantiL$ 5 million”. In this case, two scenarios
were taken into consideration, with average invesiinn that group equal to L$ 7.5 million and L$
15 million. The average value of initial investmemas then estimated at L$ 123,000 and L$
149,000, respectively (i.e. about US$ 2,000 and P8%$0). Calculations are shown in Tables D.4
below.

Table D.4  Estimate of Average Value of Initial Invetment (in L$)

Initial Investment # of obs High Case Low Case
Investment assumption Investment assumption
(mid-point of the range) (mid-point of the range)
...< 50,000 7,802 25,000 25,000
50,000 - 100,000 2,752 75,000 75,000
100,001 - 500,000 995 300,000 300,000
500,001 - 1,000,000 276 750,000 750,000
1,000,001 - 5,000,000 85 3,000,000 3,000,000
5,000,001 + 41 7,500,000 15,000,000
Total 11,951
Average Investment Value 122,956 148,686

Source: NEC 2007
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Smaller average values were collected by the ISvéver, these figures refer to the total value of
assets at the time of the survey (not at start-fipgording to IS, the average value of total asset
owned by completely informal and formal/partialf@al businesses was set at L$ 45,000 and L$
85,000, respectively. Data provided by NEC befteodr purposes, but need to be corrected as we
are interested in the value of initial investmerad® by formal businesses only. As illustrated by
the IS, investments made by informal businessed tenbe significantly smaller compared to
formal businesses. Aonversion factor of 0.7%was therefore used, based on the assumption that
the value of investments made by formal businessdsuble that of informal businesses and that
formal businesses account for 50% of all censembéshments. As a resuthe initial investment
value has been estimated at US$ 2,700 and US$ 326@er the two scenariosAs initial
investments materialized in several previous yeand, no correction was taken into consideration
for inflation, the upper value was deemed a moegjadte estimate.

Based on these parameters, the value of incremenialte sector investment associated with
business registration reforms promoted by the Rragran be estimated in the regionJ8$ 11 to
13 million for the whole period 2008 — 201Calculations are shown in Tables D.5 below.

Table D.5 Estimate of Investment in Newly Created Bsinesses
Years| Unit Value of Low Case High Case
Investment Number of | Estimated | Number of | Estimated
Businesses | Investment| Businesseq Investment
2008 3,260 682| 2,222,014 852| 2,777,52(
2009 3,260 820| 2,674,504 1,026 3,343,13(
2010 3,260 1,767| 5,759,768 2,209 7,199,710
Total 3,269| 10,656,284 4,086 13,320,36(

It is worth mentioning that the above figures akely to be somewhat inflated as they do not
account for the fact that (i) not all the newly istgred entities become operational and (ii) firms’
mortality rate, especially for micro and small mesises, is fairly significant in the first years of
operations. However, no estimate could be maderdagathe share of both non operational and
‘dead’ firms.

D.4 Estimate of Employment Associated with Establienent of New Businesses

The impact on employment creation associated with growth in business establishment was
estimated on the basis of the average number ofogegs per business, again using data collected
by the NEC and the IS. In contrast to the situatiepicted for PSIG, in this case, a punctual
estimate of total workforce is provided by the NE@Gth an average number of employees of 5.7
people. Vice versa, data from the IS are providedanges and the same procedure previously
adopted to assess the average value of initialstmeent was used, i.e. mid-point ranges value.
However, in this case the degree of uncertaintgvi®r, since all ranges have a lower and an upper
bound. As illustrated in Table D.6 below, the weike of formal businesses only was calculated at
6.3 people, substantially aligned with the valuevpded by NEC (which includes both formal and
informal businesses).

Table D.6 Estimate of Average Number of Employee&,ormal Businesses
Number of # of obs Employment assumption
Employees (mid-point of the range)
<3 187 1
4-10 191 7
11-20 37 16
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21-35 9 28
36-50 2 43
51-100 3 75
Total 429
Average Number of Employees 6.3

Source: Informality Survey 2007

As both sources refer to the current, not the dhiiumber of employees, the average number
retained for estimating the employment impact assed with the growth in business
establishment, was set&fpeople per formal busines3his value was then applied to the number
of newly registered businesses whose creation doeildttributed to the reforms supported by the
Program. Based on this procedure, the incremenplayment associated with the increased pace
on business establishment can be estimated irethenr 016,300 to 20,400 for the whole period
2008 — 2010Calculations are shown in Table D.7.

Table D.7 Estimate of Employment in Newly Created Bsinesses
Years| Average Low Case High Case

Employment| Number of Estimated | Number of | Estimated
at Start-up Businesses | Employment | Businessey Employment
2008 5 682 3,408 852 4,260
2009 5 820 4,102 1,026 5,128
2010 5 1,767 8,834 2,209 11,043
Total 3,269 16,344 4,086 20,430

In order to verify if the above estimates are st@lj they were compared with data on total formal
employment in the private sector reported by thet@éBank of Liberia (CBL), which indicated a
significant increase of private sector employmémin 59,287 in 2008 to 90,755 in 2089The
incremental employment attributable to the busirreggstration reforms would therefore account
for between 13% and 16% of total formal private Eypment in the country in 2009. However,
these shares are likely to significantly overestenthe actual impact of the Program, as figures
provided by the CBL indicate the number of new jolesated in the private sector, net of job losses.
In fact, the CBL recorded a huge decrease of @mtghloyment in 2008, from 109,681 to 59,287,
against our estimated increase of some 4,260 jobs.

%9 Central Bank of LiberiadAnnual Report 2009anuary 2010. Data come from the Ministry of Labor
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