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Social and Economic Background in Liberia

Since the signing of the Accra Peace Agreement, which ended Liberia’s civil war, and the deployment of the United Nations Mission in Liberia (UNMIL) in 2003, there has been an increase in economic activity, but it has largely been concentrated in the informal sector as private investors are not engaged. According to World Bank Statistics, the 2004 population of Liberia was 3,448,955, 53% of whom fell between the ages of 15 and 64. The GNI per capita for Liberia is $123. According to a joint needs assessment of UNDP and the World Bank, the under-employment or unemployment rate in the formal sector stands at 85%, and 76.2% of the population is living below the $1 per day poverty line. UNCDF estimates that the informal sector accounts for at least one-third of the labor force and 37% of the urban labor force. The cost of food has been driven up through chronic scarcity, with a cup of rice reaching $1.20 at its peak according to World Relief. UNCDF reports that the continual short term need for food and other emergency relief is the focus of donor efforts in Liberia, leaving many long-term development solutions unaddressed. As one of the Least Developed Countries, Liberia in 2003 was the recipient of over $106 million in foreign aid and development assistance. The World Bank reports that it received remittances of US$41,800,000 in 2004 and US$50,300,000 in 2003, and received US$10,000 of foreign direct investment in 2003. According to the World Bank Database, Liberia’s M2/GDP ratio was 0.16 in 2004. 
There is no information available for the PPP adjusted GDP per capita or GINI index for Liberia.
The currency of Liberia is the Liberian Dollar (LRD).  The average exchange rate was LRD 61.8: US$1 in 2002, LRD 59.4: US$1 in 2003 and LRD 54.9: US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Liberia does not have plans to participate in the Financial Sector Assessment Program (FSAP) of the World Bank and IMF.

Doing Business in Liberia 

Liberia is currently not included in the World Bank’s Doing Business dataset due to the country’s status as an inactive borrower.  

Regulatory and Legal Environment of Liberia

Microfinance in Liberia has the potential to aid individuals who would otherwise be dependent on emergency relief, according to the U.S. Agency for International Development (USAID). Most banking and finance legislation falls under the Central Bank of Liberia (CBL).

The CBL has imposed a 22% reserve requirement for all liabilities in commercial banks. The CBL had imposed an interest rate ceiling of 18%, though this restriction may have been lifted according to the Bank’s website. CBL estimates this change, which allows interest rates to be determined by market forces, will encourage commercial banks to become involved in microfinance. 

UNCDF reports that no present vision for microfinance exists in Liberia. However, with elections on the horizon, microfinance issues have the opportunity be a part of the national development dialogue. 
Long-term development projects, including fiscal reform efforts, have been few. 
Microfinance Institutions (MFIs) and Commercial Banks’ Involvement in Liberia
Presently four commercial banks operate in Liberia; EcoBank, the International Bank of Liberia, the Liberian Bank for Development and Investment (LBDI), and Global Bank Liberia Limited (GBLL) which opened in February of 2005. According to a joint report by the Government of the Republic of Liberia, UNCDF and UNDP, there were 19,000 clients in these institutions in 2004. The services offered by these banks are generally commercial but LBDI is engaged in both the savings and remittance aspects of microfinance. No commercial bank has entered the micro-lending/credit arena. The first three have minimum balance requirements, and the lowest reported loan among them is $600.  Information on GBLL has yet to become available.  
CBL reports the regulatory environment of Liberia was not conducive to lending due to a low investment rate ceiling and high reserve requirements.  
UNCDF reports that although microfinance programs have previously existed in Liberia, none were able to fully function through the war. All MFIs that currently exist in Liberia are part of NGOs.  The total number of MFIs in Liberia is currently difficult to assess.  According to UNCDF, the Local Enterprise Assistance Program (LEAP) is the microfinance wing of the Association of Evangelicals of Liberia.  In the past LEAP has shown a commitment to sustainability. They reached a self-sufficiency rate of 72% in 1999 during a period of relative calm in the country. LEAP has begun to relocate its 6,000 pre-war clients, and started to collect outstanding loans where possible. It has also begun to offer its services, primarily savings and group lending, with some clients graduating to individual lending. Other NGOs involved in microfinance include Sustainable Development Partners, the Lutheran World Service, and a new MFI called Liberty Finance that currently has 1000 clients, but these have not yet shown signs of sustainability. The Microfinance Network of Liberia was formed in January 2005, and now has three full members and a number of observers. According to the joint report by the Government of the Republic of Liberia, UNCDF and UNDP, UNDP and UNOPS/UNDESA were each involved in microfinance initiatives at various times during the war. Presently, donor support is largely focused on emergency services such as recovery and resettlement rather than development issues. 
The joint report by the Government of the Republic of Liberia, UNCDF and UNDP reports that there were 6 credit unions in operation with a client base of 2,758 until December 2003. This is in stark contrast to membership prior to the war when 65 credit unions were active with over 18,500 clients. Services available to members are savings and borrowing up to the amount of personal savings. The Liberia Credit Union National Association (LCUNA) acts as the apex body for all credit unions in the country. They have expressed some hope in rebuilding to their former levels. Credit unions fall under the governance of the Cooperative Act of 1936, which does not mention credit unions specifically. 

It should be noted that, according to the joint report, two types of informal credit mechanisms exist in the country, Rotating Savings and Credit Associations (ROSCAs) and moneylenders.  ROSCAs allow individuals to obtain larger lump sums through group savings but the amounts available are generally not sufficient to provide the capital an MFI could provide.  UNCDF has reported that moneylenders operate with interest rates as high as 600%.  
The joint report also states that while 8,200 small and micro-enterprises have access to financial services, there is an estimated demand of at least 82,000 clients.

Activities of Liberia’s National Committee

Liberia is one of the participants in the Global Microentrepreneurship Awards (GMA) of 2005.  The awards ceremony will be held on November 4th, where the winners of three contest areas will be announced.  The three contest areas are; best microentrepreneur; the microentrepreneur who has done the most for their community; and the returnee with the best business.  Judges for the GMA include prominent members of the media, government, and the NGO community.  

A number of individuals from the Liberian government and various microfinance actors were able to participate in the Boulder Microfinance Trainings in Turin, Italy in July 2005. These individuals will make up the Microfinance Task Force of Liberia.  
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