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Ihe Blase of Liberia Puainzey Mnterprize

. There 19 initially po infarmttion availcble on the muaber, diutridution

and .volwee of Business of private Liderian entreprencurs active in the men-
agrisulturel sector. In Lideris, the participation of Liveriens in business
oatorprise is as yot very linited, Aside from sgriculiure and covermens,
TAderians ore prodominently engoged in rubber-faraing in the rural aress and
®mall fowns 6nd in emall trensport and similar undertakings. There is ne
fadigonous trading tradition, Asians and Lodansse have been entromohed in
#otail sad vholesale trede, and oomtizue to dominste retaid trade im all
614100 and tewme. Rxpatriate ecmpanies handle 81l inpert = export trade sad
e distridution of teshmical guods, In building end contrecting Durepsan

. SUReeras handls the large cemtrosts and Lobaness firms those of medius sise.
In the faee of ccmpetition fros cntrenched and more cxpurienced local
Lobencor tusinenomen and expatrinte firms, Liberisns bave been able %o wake
only alow pregress,
Exniestod forcracable proxzm

e Oovermuont 48 keenly couscirun of the mecd b dcvolo) more Liberiam

privete eaterprise without, howewir, impairing the wsoful rele tdat foreige
business cen continue ¢o play in the econouy. In order to inmplewent cseh's
Mﬁmaminmmdn to be prepared providing fer
Q) mmuu of & publie corporution for the premotion of secll ead
®odim Iborian Bnterprice (Litorian Davelopment Corporation), (2) orestion
of & nev finanoisl institution, or the rirenzthening of the oxioting LDIM,
to provide medina asd long term 1cans to Lilorinn Manirecoes, ’(3) Constitution
of a Gptoial fuud o guareaty credits to cuch tucirnoss, upd (4) spooial
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froilities under which the LDC can provide supplementary equity or quasi-
equity capitel to Liberian enterprises in such o way as to enable them to
qualify for lcw-interest loans,

kiberian Davelepment Corporation

In general, it is to make all aiuwdics and take all measures cssential
for the promotion of emell and medium sodle business enterprise. Nore
spooifically, it is to provide teohnicel assistance and cxtension oervices
(including treining in collaboration with the UN Aid), make technical
studies of projects,.assist entreprcnours in the preparation of appliocations
fw finanoe and tax conccesions, establish and manage inductrial eotate, and
eo-ordinate, within the government, measurco rolating to the promotion of
Liberian entorprise,

Proper manpower/staff is indicpensable to this organioction, The staff
of tho LIC should consist of seconded civil servants, contreotusl cmuployees
snd oxperis provided undor bi-latersl end multi-lnteral technico) assistance.
It should also abzorb some of the oxieting technical experis that are
alresdy engaged in the promotion of Liberian enterprise attached to govern-
ment officeu. A tentative table of urpanization should envieage at loast |
throe departments ~ Articana) Fntcrprice, with o technical training and
monagenent training divisjon, Industry, with a divieion for extonsion and

*
another for project cveluation, and & (enere) Sorviees Jepariment also

connioting of two diviriono concorned with supplies and marketing, questions
of texation and oredit, legal matters, cxpositions, industrial coteten qnd

organisation of entreprencurs,

et e




The nood for co-ordiration

The mutiplicity of organizations alrcady concerned with the promotion
end development of small and mediumesecale enterprive creatos o considerablo
problem, LIC'a operations should be kept morc independont (sutonomous),
since they arc concorned entirely with the launcking of induatrial ventures,
kapt of the overlapping of existing organications is undoubtedly due to tho
dispersion of responnibility for the pronotion of enterprise among & muztar
of sinistrios including, Commorce, ‘Industry and Transportation, and Planning,
™e first step in the direotion of more effoctive coordination should b to
oonpidar hov remponeibility in this field could be osniralized within tho
- Govermaent itself,

Rreblen of, Finanoing

Rforts to identify potontially good entreprasurs and o provide thea
with manogorial and tochnical sssiotance and training must be effoctively
artiouwlated with measures to provide finonoing for new and expanding
onterprices, Up to tho present, little attention has been paid to dovelop-
ing more effective means of finanoing,

Beioting cwall and modiva entorprices find it almoot imposoidls to got
finanoing, They oeldom own their own premises and land and thus have 1ittde
or no tangidblo proporty to put up as coourity, Banking institusiono Lawe
llppqt_ U0 woans 1o beoons persomally acquainted with those proprictors and
%o anness their qualificstions as omtroprencurs. Under oxisting conditions,
q@o—ﬂvmolns is about the only motlicd of finencing avnilablo to saall
Qntomigoa. To oome oxtent this could be aidod in Liberin, as in scme other
oountries of Africo, by the oxiotonoco of mutval savinss nseccintions. They
wouelly hove & mmall number of membzrs vho know cech other nnd have Gone

fidance in oach other, Each menber mtkes a regulur ocontritution to the



sspociation and every month one of the membore, in regular rotation,

receiven the entire product of 112 group's navingn which bo can than

utilise for eny purpose including invectmeat.

Institutional finanoing ie not wvailable to Liberis privote enterprine
on & significant sele, The dovelep-ent of an offective crianisation to
identify, train, ond aseist viablo entreprcivurs is undoudbtodly tho key to
any ouwooesaful vywtom for financing of liderion enterprice. Hovewor, i
existing finoncing institutions ure to pley en cffective role, scse nort of
f2ranty fvngd will ueed to bo estubliched.

Any synton of financing coverad by a guarenty fund shovld weet certain
reqairemento. Tho first ioc that auy requent for finunoiry thould be sporsered

% en socredited promotional ngency cuch e thy LIC and aoooupinied by an
assurance that this ugoncy will oontinuz to cupply the requinite toohniocel
m. The second is that the wothod of finonoinz should be ao siiple

as poseidble for the emtroprencure The latter chould preferably be able to

‘M with & single inutitution which conld eranine hiv requirevonts for the
fimancing of both working cepitel ond inveotnont in reletion to Ma preupcotive
oapaoity to serve both types of lonno. In principle, the orizinol loes

roguest oould go either to o ecuusroiul bank or to the LUIDI. IF o couwserclel
bank found that part of the financinz vas neadrd on longer torm that 4¢ could
providry 1t oould undertrke to wmrenss swoh finwving by ihe LYIDI, Comvorsoly,
the Inttor, if it rcooivod an applicetion for lonz temnm finunofing, might
srronge with a commercial banl: any cuppleseniery rhort texs fintnoing readeds
‘I8 would, of coursc, b3 otill oimplier if the INIDI vore made the “ehosen
instrucasntality” for providing ¢ll finznee,




?he proposed guaranty fund could be availedle to gunranty credit from
the resources of both the LBIDI and the comsercial banks, In that ovent, its
sdainistration would have to Be imdopendent of both, Fowaver, it would sloo
be possidble to entyust to tho LBIDI the uduinistration of e special fund which
would bo used both to rke long and medium tere loans to Liborian cnterprise
and to gusranty shortor tern oredit extendcd by the commorcial banks. Swoh
8 fund would have to be constitutod from pudlic resources if it is to ceswme
‘the risks involved, Part of it could come from the Govornment dudget and part,
porhaps, from govermmnt borrowings on oonccusiomsl terms abroad, To the extent
thet lcanée night bo incurred, these would, of courss, have o be covered Wy
the Government, although the lattor could rocoup itsclf in part fren the dif-
forence between the rate of intorest at which it might borrow sbrond snd the
rate of interest charged to vorrewers from the fund, The establistiment of &
single fund of which part would do used to guarenty corasroial dank credit and
pert for making direct loans would groatly sisplify the financing wechenism,
The LBIDI itself oould bo acked $o subsoribe & omall portion of the fund in
order to snsure that it has o stalo in its efficiont menagewsnt,

PRONOPION O LIBERIAN CUMERCE

Dsyslopwent of retailers and wholesolers

In recognition of the fact that Liborian perticipation in rotail and vhele=
sale trade han been very mmall, spucizl effortc will huve to b3 mude o
promote Liderian commorcial entorprimse. The olatoration snd cxocution of the
program must be the recponsibility of the LDC. Tho LIC could treim, install,
ond advise retailors ond wholecalera, A special school could be oponod te
train roteilers and wholosalors and nleo "Voniteurs ds Comsroce® vho rre 0 -
‘oonstittte & coumercial oxtension service., The tesching in this cchool eoald
be done Yty "Pesce Corpa®,




They- should have sttended cosmercial schoolsy but in any event, should

receive supplementary training by LIOC personnel. Rotnilers, who sust a8
s sinimum, have an elemontary cducetion, shouid be given & two-nonth's
course supplonented by a mouth of precticsi training ¢ather in & shop J

oparsiad by a foreign company or in the fhope of the Tirst dictridution

ohain to be set up by the program. The cowrse for wiholosalors should last .
for at least & year, Tho idea is to group about 15 roteilers around one
wholesaler. Over the poriod considered, 52 of theso distribution ¥ Chaine®™
should bs doveloped, comprising 52 wholessloro and 500 rotailers, Each
“haiP widl be comtimously advisad by tvo "woniteurs® who in turm will be
supervised by imepectors provided by LD0, Tho coot of such extorfion progres
" ohould Lo Sorme by the governmant, Government chould provide ihe 110 with
& speoisl fund to fimence the mocoosary initisl equipmont end ctodlks, tut
should bave no role in dctermining the credit recipicntn. At & later stage,
retellers should be organised into "putuelleo” or muinal sooietleu which
would guaranty credit from cupplicrs, Waolcealers sro to form & grovp for
soiat purchesing and transport of supplies, The whole offort 18 to be
directed by u panaganent company provided by the LDO, Ynth rotailers and

wholesalorc are to handle genoral ‘werohandise for vhich there is o rosdy
market. The eventusl establichmont of specislty shops must be envisaged in
ocoperation, or as n joint entorprine, with foroign coamorcial housed, 4
4yps of franvhising operation is contomplated in this tieldo'

SUB LUSRIALIZATION OF TRADE

Ldgeneing so #n Instrument of Litorjeniwation

A movel Trado Licensing Act could be the principal instrusent for the
Liverianiration of trade. It should rake al) trading eubjcot to licewsing,

rerorvs 21) irading in non-schedulcd arcas (nll rreas outeide of the main




shopping centres of certain large citice, countien) to citizens and aleo
vestrict to citizens all trade in designated articles including rice, jpulm
kermels, cocon, coffee, fresh vegetaller, lentils, conunt, cigorattes,
meat, blankets, milk, shoes, sandles, eic. The non-scheduled arcan oould bo
progressively oxtended ac morc losal retuilers and vholesslorn are trained
w. the LIC, and non-citizen traders in the scheduled arcss should be ro-
@h'cd to obtain a renowal of thoir trading license canually. Ny these m2ens
ths nunber of lebdanese and Asian tradors would bo drcctically reducods mmd
on the assictance of the LIC'o contimed supervision of thesc oporations,
the wm should grant loans enabling Liberians to purchssc shops fros |
um« and Asians, Import licensing could enabls sone Iibarians to establis
themoelves in the i-ﬁort trade,
Papogenent and Tcechnical Praining Paciliticn

ﬁasmnt trasning and advicory aservices are indicpinsible to tmﬂnz
the growth of llbo#l entorprires, The LDC should lounch this progren &8 &
N fimsood projeot for which the IXD could Le made th.o exocouting sgoncy
and furnish tho expert foroign personncl. The largoent portion of m R~
pendituree could be put on varjoue training courses, end the mainins on
oonsulting urvioou. 1ts aotivitien ehould focus on the needn of entemim
whioh sre engaged in Liburisnizing their pereomncl. For iheir waragoment
and mxiefviaory personnel it should give a large varicty of oournen‘mmmlla
lasting froa three days to geveral weekt und covering such aubjéct; o
planning tcohniquen, orgeniration and methods, managcimont acocovnting, relcs
nlnngemant nnd saleomanship, costing and cont control, purch'wim' LILNS L0~
ment, induntrml rclations and personnel nansiemont. Thcue cow: ces t.lmuld
not be too sophirtiocnted and too costly for the averaju Liber.’um enterpre,.
Similarly, the conoulting sorvices to smell Libersan buoinessmen should bo

froe of charge <o they might not be sblo to efford il,




Po sssiet tho small Liderien businesswman, & number of spociel evening

courses should be otarted. One - "Bow to stort and nanage a retail/ubolesale

Yusiness®, A conplementary course on "How to start and manzgo & snall menufao-
turing business” aiould slso be organized. I thie course, the participante

will be led throngh the whole seriee of stops nscessary in tho establishment of

& "wodsl fuctory” and some consultation shculd be provided on tho site for thees
sotuslly setting up a faciory. Other oourscs on mansgument for Liderian retailers,
on smll dusiness management and on supervision should bo hold from $ims to time.
In addition, the 130 ehould set aside sn hour in tho late afterncon of every
Suainess day during vhioh businessmen osn couwe in for advice on their probleas.

If Ahis eervice is to inspire confidence among Liberian tusinoscuoen, 4% will
dave 0 be ataffed vith personncl of practical competence, The LIC wiu‘hn fo
rogeest UNDP to finance the following forcign staffs s project nonsger €%e
porienced in general menagenent and the dewclopment of cmall scale enterprino) |
o ssmgement comsultant; an industrial enginecr competent in the promotiom of
small enterprises; on expert om entreprencurial devclopment; an expert in
personnel managemont and supervisory training; om asccounting oxpert with ez~
perionos in the mergoment and sdeinistrat n of credii facil ties; and an
expert on marketing and distribution, Thie propoded staffing pattern should
make m'miion for experionced tcchnioiane capable of providing practical
advice at the workshop or factory level. Nust put sufficiunt euphusis on people
with presctical busincss training.

¥hile the LDC should undoudtodly develcp close reletions with financing
fnstitutions, it is doubtful that it should iteelf engage in finoncing. It do
dewirthle to soparate the task of businces promotion ond that of firancing.

The LIIDI chould be able to provide the necescary medium-and loni-term loans,
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and the oommercial bdenks the required shorter-tern financing particularly
47 these banks can be insurcd againet part of the lending risk through the
croation and cperation of s credit gu.~anty fund,
Daanibility stndise

Peesibility studies are smong the principal concern of the LIC, A loam
proposhl should not be comsidered without & preliminary fessidility study.
This will help not only to improve the viadility of the projeot, tut alse
40 protect the 110 and 1BIDI from political pressures to make loans to
wqualified applicants. These studies should assess the capacity of the
entreprensur, detormine the capital investment and working capital required,
project prodwtion and sales in the light of the market and weke & Pimamedsd
amlysis with & viow of eutadlishing at what level of production and sales
entorprises sre likely to break-even after allowing for locn repayssnts end
s profit on the investwent, The LIC ohould recognize that as ucre ané mowe
projects are finunced in vaprious branchcs of industiry thore zay vell s aa
increaning dangor of duplicating facilitics and of over produ:iion for what s,
after all, only a slowly growing market, The pruoccupation of the LDO with
individual projects nhould, therefors, foous on the over-all exsinstion of ths
cutput and market for cach branch of intustry in order to detornine whet
tranches offer tho greatest opportunitics for expansion, In order o do this
adequately it ic meccssary to develop much more information on the production
facilities which already cxist in relation to the merkot.
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Concluding Rerarks

The extrenely limited Liberian private participation iz the none
agriomltural sector of the economy has oreated n partioculariy wrgent
med to promote Liberian enterprise, Conscious of this need the govern-
ment should authorise the complete autononmy and strongthening of the
l@ to footer indigenous Wsinees,

The Goverrment 1s in principle committed to foster the dovelopment
of TAberian private entorprisc. In practioce, however, it has not even
Weun to develop & comprehensive progream to this end, The Lidexioniza~
tion of trede and comaerco may €o more harm than good unlecs such sotion
is effectively ocomplomenticd by comstructive ateps that would put more
adoguats treining, technionl assintance and financing facilities at the
dispoenl of otruggling cntrepreneurs: In the futwre the effective PP
tion of Liberian Businean enterprive will thue depend largzely on the
way 4n whieh the LIC will be able to develop its motivitico,









