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INTRODUCTION,

Thig is a Preliminary Report based cn research conducted in
Liberia during the autumn 1975. The author is presently working
on a dissertation about industrialisation processes in Likeria
and Ghana, at the Institute of Economic History, University of

Gothenburg.

The aim of this study is to analyze the relationship between the
direct~investing foreign companies and the Government of Liberia
(GOL). This relationship has many aspects, in this Report

emphasis is put on three of them;

1. The direct income-generating effects of the companies.
Excluded is here payments of salaries and wages.

2. The GOL"s policy towards these companics and their part in
a development strategy.

3. The distribution of purchases of goods and services.

The Report is structured in the following parts:

Firstly, a background is given to the present econcmic situa-
tion and the establishment of transnational companies in the
country. Secondly, a description is made of the performance of
the Liberian economy from 1950 up to the 19707s. Then the
pattern of foreign investment is desecribed . Fourthly their
impact on the Liberian economy is discussed, from the ilncome-
generating point of view. The history of development planning
and the strategy behind it is then analyzed. Finally, some
summarizing comments on the role of direct-investing companies in

the cconomic growth of Liberia.

The Republic of Liberia is located on the west ccast of Africa,
in an areca formerly called the Pepper Coast. Neighbouring
countries are Sierra Leone in the west, Guinca in the north and

Ivory Coast in the east.

It has a land area of 111,370 kmz, which is 1/4 that of Sweden.

In 1969 the populatior was estimated at 1.3 million. This gives
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a population density arcund 10 persons/kmE, compared with Sweden”s
17 persons/kmz. The capital, Monrovia, is located on the coast
and has 170,000 inhabitants. Other important urban centres are

Buchanan, Harper, Rebertsport and Greenville.

The republic was formally established on 26 July 1847, with it”s

own constitution and flag.

The country had up till then been governed by a Governor,
appointed by the American Coleonization Society. The immigrating
negroes from USA had created small communities along the coast,
In 1836 they were organized under a common unit, the Liberian
Commonwealth. 1In 1847 the political development had progressed

so far that it was declared an independent country,

The Constitution of the country is based on the American model.
The President and his Vice-president are elected for eight-year
periods. In theory the country has a multiparty system, in

practice a one-party system. The deominating party is the True

Whig Party, which has been in power since 1878.

Liberias monetary unit is the Liberian dollar, with a par value
equal to that of the US-dollar. The country has no central bank
system. The Bank of Mcnrovia is a whollyowned subsidiary of the

First National City Bank of New York.

A BACKGROUND TO THE PRESENT SITUATION,

Liberias economic history up till 1930 can be structured into 4

rather distinct periods.

During these 25 years the economic life in the settlements consis-
ted of plain subsistence farming, mostly of gardencrops. Trade
with agricultural products was insignificant. The political

problems prohibited a well-regulated economic life.



In the middle of the nineteenth century trade developed to include
not only export of native products, but also typical plantation
products like sugar-cane, cotton, coffee, camwood, ginger. But
the largest profits came from the export of palm-kernels and palm-

oil.,

In 1850 Liberia introduced palm-kernels to the European and

American market.

Industry was neglected, except for the shipbuilding industry. The
shipyards around Monrovia built coastal carriers as well as ocean-

going vessels.

England was from 1840 the main trading partner. The reasons for
this were both the distance and the British interests in Slerra
Leone, and Liverpool”s growing demand for palm-oil. British
traders in Sierra Leone participated in the lucratiwve trade and they

were regular visitors at the Liberian coast,

The profitable palm-kernel and palm-oil trade soon turned out to
be the destroyer of the Liberian trading economy. The trade and
its profits attracted the English and thc Germans who opened

up regular steamship routes to Liberia, The Europeans”™ supcrior
capital supplies and shipbuilding resources competed easily with
the Liberian tradesmen and their small ships. 5ndding to the
difficulties of the Liberians, prices on coffee, palm-kernels and
palm-o0il fell and made it virtually impossible for the Liberians

to compete with the Europeans.

The economy could not accomplish a change to the new market con-
ditions, so the country got into grecat financial difficulties,
The economic system the settlers had established had many simi-
larities with the system in the South States which they once had

left, a plantation economy with the export of a few agricultural
products as the mosl important activity. The development of
industry was neglected and the production of agricultural pro-

ducts wasz performed by tribal labour.



This period was characterized by a very instable economy, inter-
naticnal involvement in the country’™s internal problems and a

contincus borrowing of money.

Because of the crisis in the economy, the country had difficul-
ties in meeting even the day-today expenses of the administra-
tien. The more or less permanent budget crises were met by
foreign loans, usually at a very high interest rate. This soon

led to, as it seemed, never ending problems with repayments.

Politically the country had heen under hard pressurc from England
and France. The cclonial powers claimed rights to parts of the
Liberian territory in the west, north and east. The Liberian
authorities, unable to control their hinterland, lost significant
parts of the country to present CGuinea, Siertra Leone, and Ivory

Coast.

The political and economical c¢risis was eased when Firestone
Plantations Company and GOL concluded a concessionagreement about

rubber cultivation in Liberia. 1

4. The_rubber periocd, (1927-1350).

A Firestone loan replaced the earlier European loans, usualily
taken in England., At the same time the U.S. took a more active
part in the well-being of Liberia., The U.S. entrance on the

scene "solved" the disputes with England and France, To make sure
that their loans would be repaid, Firestone Plantaticns Company
(FPC) in close co-operation with the U.S. forced Liberia to give

them the right to strictly control Liberia”s finances.

The 192075 and 407s were characterized by a strict budget-

austerity policy.

The beginning of rubber cultivation did nct lead to an immediate
upswing for the economy. The effects of the depression in 1929

together with the following price-drop on rubber was not over-



come until the beginning of the Second World wWar., Bub it was
first with the Korea-boom that the rubber industry started to
sccelerate and thereby alsoc the Liberian economy. A decigive
causec in this deovelapment was the Open Door Policy, initiated in
1944 by the late president William V. $. Tubman. The Policy,
which will be dealt with in more detail later on, aimed at in-
viting foreign firms to invest in Liberia under genercus <on-

ditions.

THE PERFORMANCE OF THE LIBERIAN ECONOMY DURING THL PERIOD

1950-1970.

The chapter, covering the last twenty years, is bascd primarily
on an analysis of the economic deyoloprent of the country,

socic-political aspects are more oOr less neglected.

The Perigd 1950-156Y.

The recovery after 1950, 1f we look at it from the income side,
was primarily caused by a substantial rise in rubber prices. In
one stroke the country”s income trebled. Another important cause
was the beginning of Firestone s taxpayments. 2 Beginning in
1953 the first iron ore mine, Liberia Mining Company, started to
yield some returns. On the whole, tax incomes showed a rising
trend. (See Table 1l:h,)The customs dutics that had been domi-
nating earlier grew ahsolutely but they lost their relative
share. From 1955 onwards the Liberian flag of convenience con-

tributed with 7 % of the total income.

To summarize, it was during the first 5 years of the pericd that
the incomes sources began to be more diversified and made the
country less dependent on rubber price fluctuations. Becausc

of lack of statistical material it is not possible to study

3 GOL™s

foreign borrowing accelerated in 1955 and increased from $ 8.7

the development of the expenditures prior to 1960.

million in 1955 to $46.2 million in 1960, The average maturity

on these loans was 8 years. Expenses for interest and amertiza-

.
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tion cost the country $13 million/year up until 1967. Around
28 % of the borrowed money went to cover shortterm budget

deficits.

From 1944 when President Tubman initiated the Open Door Policy
the capital inflow increased drastically. During the years
1940-1963 foreign direct investments amounted to $420million.
Aid, grants primarily from the USA, amcunted to $ 1l6million
during the same pericd. Adding the different capital scurces,

we arrive at a yearly inflow of $ 27 million 1940-1963.

Between 1954 and 1963 incomes and export trade showed the same
growth rate, Incomes had the same cyclical pattern as export,
but with a delay of cne year. GDP increased at the same rate as
the other two, but with less accentuated fluctuations. The im-

port did not fluctuate at the same rate as exports.

Pre-1950 the import level was solely determined by the export
level. Post-1950 the capital formation demanded a change in the
import structure. The demand for machinery, transport equipment,
etc. are more independent of current incomes, than the demand

for consumer goods., [(See Table 4:A.)

Table 1:A shows the dominant position of iron ore and rubber,

around 80-90 % of total export valuc.

Rubber lost it”s pole position te iron ore in 1961, Production

value per pound fell from 37 cents/lb to 28 cents/lb 1960-1961.

The causes for this fall were, firstly, the expansion of synthe-
tic rubber, Secondly, a recession from 1958, which was felt up

until the middle of 1960. °’

The heavy fluctuations of the other cxport commodities, primarily
agricultural products, confirms their small scale farming

character,

Parallell with growing foreign investment in raw material-based
industries, export trade become more and more important to the

country,



During 1950-1960 the export value”s sharc of GDP was around 60 %
{sce Table 1). This makes the country heavily dependent on inter-—

national price developments, primarily rubber and iron orc.

The composition and development of imports highlights the fact
that the country”s growth process did not lead to a higher degree
of self-suffiency. Neither has the increased capital formation
caused any creation of impert-substituting industries. The
ability of foreign trade to control the amcunt of money in cir-
culation glves certain effects in a country where trade plays a
dominant role in the total economic activity, where the import
tendency is high and where the foreign trade is controlled by

foreign firms.

The importance of the relationship between balance of trade and
capital supply in this kind of economy is evident, When both
export- and import prices are established cutside the country it
means that a change in the balance of trade and in the capital
balance will first affect the country”s incomes and, sccondly,

the price level in the country,

At the beginning of the 19607s the pressure on the budget in-

creased and culminated in the 1963-1964 crisis.

The most important causes to this situation were:

1, Both rubber and iron cre prices fell with 30 % to 40 %
without any compensating production rise during the years
1960-1963.

2. The establishment of foreign companies demanded new invest-—
ments by GOL in, for example, the infrastructure. Besides,
the inflow of foreign labour pushed the domestic wage level
upwards. As GOL is the largest employer in the country, it
immediately affected the budget.

3, The debt, $86 million between 195%-1962, would be repaid.
Interest and amortizations threatened to take more than 50 %
of the budget. After negotiations with IMF the repayments

were re-scheduled. 3



Table 1. The Expert dependence of tne Liberian Economy,

Export value [/ GDP (%), 1955-1972,

Year % Year %
1955 69 1964 76
19586 63 1965 79
1857 54 1966 78
1558 50 1867 76
1959 66 1968 74
1960 58 1969 76
1961 n.a. 1970 B3
1962 n.a. 1971 78
1963 r.oa. 1972 73
Source: Growth without Development Evanston 1966. Estimates of

Domestic Product at Current and Constant 1971 prices,
1964-1973. MPEAR 1975.

FT Reports 101, 102 and 201, 202, 1953-1964. Dept. of
Agriculture and Cormerce. External Trade of Liberia,
1965-1870. MPEA,

The allocation of the expenditures is seen in Table 2:A., During
the period 1950-1960 between 45-55 % of the expenditures had
gone to administration, interest and amortizaticns on the

naticnal debt.

The inflew of loan and grants to the country during, for example,
1966 and 1967, was $30.1million and $29.5 million respec-
tively. It was primarily allocated to the infrastructure. B2 %
and 86 %, of the inflow went to different investments in educa-

tion, transport and health. 6l

These investments arc non-productive in the short run and streng-
then the worrying expenditure pattern. Only in the long run can
these investment yield any returns. In the meantime they are a
burden on the countrys limited rescurces. Other examples of this
allocation pattern can casily be given. TIn 1964765, 1/3 of

GOL”s total wage and salary sum and 50 % of it”s material

purchases went to the category "General Administration”.

In agriculture and education only 25 % of the expenditures went
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to non-wage expendaitures.

The years 1961-1963 were the only during the period with a trade
deFicit. The causes were falling export prices on rubber and
iron ore and a growing machine and capital gocds import. The $19
million increase in machinery imports was caused by the mine
investments and the Mount Coffee Hydroelectric Project. Tradi-
tionally the U.S, have been Liberia’s biggest trading partner.

But from 1964 the EG countrics have gradually taken over this

role,

Table 2. USA:s and EG:s share of Liberia’s Total Tmport value,
selected years, (%).
1951 1957 1958 1965 1967

Ush 92,4 78.0 65.6 36.9 29.8

LG 6.0 13.9 23.3 51,5 56,2

Sourcc: DPEA, Annual Report 1968/6%, p. Hl.

Iron ore took over as the leading export commodity in 1961. But
together, iron ore and rubber, werc stil) responsible for 88 3%

of the total ecxport value.

The proportions between the other exportcommodities did not
change. Wo diversification of export trade occurred, Among the
import categories, capital goods and machine and transport
equipment accounted for over 50 3% of the total importvalue. The
insignificant import of raw materials and intermediate products

roflects the smallness of the manufacturing sector.

The greatery part of the remaining import consisted of consumption
goods. Their value averaged 1965-1%67, $ 47 million/year. This
was equivalent to a 21 % share of GNP. An increase of 6-7 %

from that of the 19607s,

The import of foodstuffs has doubled since 1960 to now over § 20
million a year. The largest item is rice, accounting for 40-50 3%

of total foodstuff wvalue,



THE PATTERN OF FOREIGN DIRECT TNVESTMENTS.

In the Liberian Code of Laws a concession is defined as follows:
"Concession or franchise shall mean a grant of exclusive or non-
exclusive privileges, rights, powers, interests, and/or options
by the Government of the Repuklic of Liberia." Translated inte
a more usable language a concession should be regarded as those
firms "that have been granted special rights and enjoy special
advantages (given to induce substantial capital outlays and to
picneer those areas of economic activity which Liberians have

not developed themselves),
These rights are of two types:

a) rights to develop land for agricultural, timbering, mining
and other such purposes,
b) tax and duty exemptions and cther benefits which render

investment more attractive,

These privileges and attendant chligations are specified in
contractual aqgreements approved by the President and ratified

by the Legislature".

Concessions have primarily been given to miring, rubber, timber
and diamond companies. These sectors constitute by far the most
important contributors te the country’s income, export and
employment. The following descriptive tables will try to show

some of the more important facts about these companies.

11.



12.

HOORS JO

. 05 UQ SpUSPTIAlg

TALUANE Gy A SUDLTEOSTIPGU Dnos ULTH™ T e
Hoo3s Jo % (09 Uo
SpUaDIAlp IS3IF
T0% 03 aTaeled -2IDYL TPY61-£96T
11301d AaTedoa uo3/fogyg
OOl T ALODUT 38U
13U IO % pc 10 % (0§ WIUaTyliI=sg
“dxg reg sozetaaedxy g6g

so3rTIgedsg g1

SUBDTIIY [§8 T

soyjerazedxd ¢oT
SURDTIIV Q0¢ 1|

URITIDUN

SURCT ‘TTTW g7 0D
CTTTw 5 fsastadasiug
AT OCTLMW gt oWl
CTTTW ¢ CTITH pE §

oR

8561
T T Rueducs
2L U] [RPUSTIEBN

SUEDTL Y €76 T SURNTIFV pge 't

‘dxz ¢g¢
SURDTIIV (g7

saletIyedxy Qff
SuURDTIAIV 00Z°¢

UBW.ISn ysipans
Auruaag
AUPmIng ‘uspams ‘v¥sn

CTTTU OST-00T ¢ SITTW 00E-062 ¢

0L 0L
0961 uUBWSSILY

OINJUIA JUTOL *$G6T

8561

usudaToang ne

T 0% Id3ieoasyl

H96T-0961

10D O3

olqreaed s3T7I03d

IPU IO % Gof
sejerTIjedxy ¢

SUBRDTIJV 0SF ‘g

sexetaiedsy <97
SUBRDTAIV 00GE

UeD TI2WY

¥sn "TITW L¢ §

"7GE1 Jususaiby

TeI23BTTCD "9F6T

o4anay

W 3M0I0

SUOTS
{1 ’

-tnoxd xE3 20le)

0L6T - u -

T96T

JuswioTdus *3s9
Jusuzbeury

Te3tdes jo
20INGS puUr Jusw

—1S3AUT PBIEWUTIST
{8134} 2IANUsL

Juswss1be

ieutbrIO JOo GIBQ

Auedwe) bututp

BUCR - ODWITHG 2INFUSA IUTOL ODWY'T

Auedwoy

Burtutn B2TI8417]

cssTurdueD LPUTUTL! OI0 UOI[

a3 IDA0 SOTISTHEIS

anTjaTADsa(]

‘g eTgEg



13.

uctieoT1dde
TEI2URL
JC XE3 2LCD

~-uT 03 3oalqng

THGHT pRITAXS
uotydusxs XelL

‘II¥ 006°T
tdxd 91
TIIY 00071

uPuLIaY)

Auewizg

0g

7461

Aueduo)
TSI URDSTIIY

uGT3Iepuncg
BRTI2qT]

% 0T *1I09 0%
31301d 39U
67 ‘poatdxs
uoTydusxa
aesf 77

*II¥ 001'T
cdxg 01
CIIY Q0TI

LIEULTSY),/ e D 18U

¥
aF

1561 pep
~uBUY CHE6T
posTaRI’ 6T

Aueduon
erIaqr

uoT3idusaxs
XBl SWOD
-utT aesalk pI

IV 0021
~dwg g
*II¥ 0G6

ysing

% Gg AuRuIDD
% G TIsYyIeN

0L

6561

uotzeaodIc)
Iaqany BIRTE S

Tr7T-9zt *d fauswdoleasy INOYITM YIMOID :30lInog

sIRTA O IX3U
103 arJoad

3ou Jo ssof I0

257 uonTjduexs
XEY} SWod
—utT Aedk G

*aAI¥ 008°T
rdxg 81
*AIY 000'T

y29ng

ATe3r

(X

6561

dwon TeInaTno
T I by weriaqr]

sIe2k QT IXSU
103 3Tyoad

3ou 3O SS§BT IO

ggz uoridwaxs
XB3 SwWod
-UT IE3A § 97

"IIY 006'E
+dxa g
*IIV¥ DEL

uR o TIDUY

¥50N

08

tShT

uoTieiedIod
UoTIpoon atd

S SUclSSoouGy I2qghyd A2A0 SOI3ST13R1S

DAaTydLased

€L6T O3
dn g g¢
Xe3 swoourl

“IIY 000°TE
~dx3 08T
*II¥ 000° T2

UBOT IDUrY

w30

66

sijuamsddns
Auew ‘GzZaT

sduo) sSuUQT2IEd
—uetTd UCISaIT

Tt 219EL

SUCTS
Amaﬂ>ona
xey Joley

996T - uw -
T96T 3IuUDW
-AoTdws 383

Jususbeuel

Te3tden
Jo 20IN0S
Tedioutad

(sIeal) sanusy

Juswusazbe
TRUTHBTIO
Jo 83eQg



14,

s3I0
gootoot
ASITI JUSI
BIDR /09
‘UOTI
—dwaxa xe3

‘Ul 2I00/00T

"3usI 8I0v /00T

"6CT

‘JuaI s3I/

-d fqusudolsasd INOUITHM U3zmoan

*jusI 2ID0E/D9
rucTidwaxa xej

t30Inosg

QUIODUT IEDL "IOTY *UoTl *ucT3dwexs 2WODUT IEDA §
5 *g2b -dwsaxs Aanp ~dwsxa Kanp ¥B3} 2wosut *{3ITWTIT awT3
—oT11ATad puE xe3 SWOD pue xXe3 2Wwod Iealk ¢ *sabay ou) sabalTa ( suocTsTacad
2913 Ajng =UT 1234 (T -ut Iesd Qf -1aTxd s81] Aing -T1ad 2913 A3ng £ xel xoley
panueuTj JuswsbruRw § [B]
32A 10N URD T ISWY UPUIDS) ystuedg yYsT[bui/ssimg -Tded Jo 22In0g
GT I937E
G7 TRUCTITRPE G7 TRUCTITppR pajeTicbauaz (saesh)
09 o3 uoTtydo + o o3 uoTido + gy 0t aq Aew ‘g9 2ATIUS L
quawasibe
Trutbiac
L8661 6661 096T LSBT 6S6T JFO 23eg
Aueduoy
TsqunT *dropsaTIisnpul Aurdwuo) dxon Axzseaocgd Aurdon

A3ATY OIICW

IoquTL eTIBaqT]

butbborr pueTAIeW

TeTIISNPUl BTIaqT]

JISqun ¥IIS

FSUOTSE22UDD

IoqUT oUsd Aea0 sotgstiels antadraossg



15,

Comments: 1) All 4 companies have duty-free import privileges
for all supplies, equipment, spare parts etc.
needed for construction, operation and maintenance.

2) All of these concessions have duty-free import pri-
vileges on all materials, supplies, equipment etc.
required for operation of the enterprise. Note that,
with the exception of Firestone, these concessions
paid only relatively small amounts for land rental
and other minor taxes.

31} The concessions are required tc pay a royalty in the
form of stumpage fees, around $5 per thousand
board feet.

THE CONCESSTONCOMPANIES IMPACT ON THE TLIBERIAN ECONOMY.

A concession is an agreement between the GOL and a firm, where
the firm is given exclusive rights in a defined economic and
gecgraphical area. The agreement specifies rights and obligations
for both parties, A public authority, the Beard of Concessions,

was formed to control the implementation of the agreements.

The task was difficult since the concessiocnaires did not have
any obligations to distribute their financial statements to GOL
until the beginning of the 1970°s. All material cencerning the
concessicnaires was not kept in a single archive, some of it was
not traceable at all, 8)
The earliest agreements were characterized by a lack of common
pelicy and a surprising shortsightedness. During the expansive
pericd in the end of the 19507s, when the bulk of the agreements
were signed, the GOL made no feasibility studies on each project.
Nor did they develop any investment criteria based on socio-
economic considerations to guide in the evaluation of each project.
The result was large differences in, for example, tax excmptions

9

between companies in the same branch.

Only in the case of mincconcessions was there a consistent policy.

This policy had 3 main features:

L. GOL should be partowner in the capital stock.
2. GOL should own 50 % of the shares.

3. Dividends to shareholders would be GOL”s sole income,
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Let us take a closer look at the agreements between the GOL and
the 5 largest concession companies, 4 iron ore mines and 1

rubber plantaticn.

GOL contributed with not only the mineralresources but also with
50 % of the total capital, that is % bmillion out of $ 10 million,
This gave GOL 50 % of the sharcs and 50 % of the dividends. The
profits of the company are not subjoct to income tax. With an
estimated initial investment of $ 30miliion, mainly financed by
loans (see Table 3), interest payments determines in a significant
way the GOL7s incomes from NICC. During the years 1962-1970 10 %
of total income went to cover interest payments. This is a common
characteristic for the whole mining industry, with the exception
of LMC, the same average for the whole industry 1962-1970 was

14 ¢, Their low ratio of own capital to foreign or borrowed

capital means large deductions before arriving at the net profit.

GOL is a part owner with 50 % of the shares in LAMCO and receives
50 % of LAMCO"s net profit. As GOL owns 50 % of the shares in
LAMCO it also has the right to appoint 5 of the 11 directors on
the LAMCC board.

Bathlehem Steel receives 25 & of LAMCO J, V. s profit, this share
is taxable. Altogether, GOL receives around 50 % of the distri-
buted profits of LAMCO J. V.: 37,5 % as dividends frem stock
ownership and 12.5 % as a tax on Bethlehem™s share of profits.
LAMCO do not pay any royalties, export- or importduties. In the
initial investment, $ 180 million, feoreign capital dominated. The
ratie between own and borrowed capital was 1:4.2. In a maore prac-
tical sense the share of own capital can be considered as higher
since $ 45.5 million of the foreign share was in the form of deken-
tures. Any interest on these debentures would not be paid until

the GOL"s dividends on their shares was at least 50 cents/ton.lo)
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During the veriod 1963-1970 interestpayments averaged $9.3 nmil-
lion/year, or to put it another way, 26 % of total income was
tied to loanservicing. One of the partowners in LAMCO J. V.,
LIGEYH, also makes large deductions in their calculations of net
profit for interest payments. 28 % was deducted before arriving
at the net profit 1963-1969. In 1969 the revaluation of the
German D-mark changed the relationsnhip between the Us-deollar and
the D-mwark to tire disadvantage of the former. The changed

exchange rate cost LAMCO § 4.6 million. 11

As a large part of their loans are obtained in Germany and when
their sales are made in dollar, the company bocomes Very
vulnerable to changes in the relationship between the D-mark and
the dollar.

The same thing happened again in 1971, The Us-dollar lost
ground in relation to most of the important currencies.
Bltogether it cost LAMCO % 6,023,000, An initial payment of
$1, 870,000 was made in 1971. This reduced the profit from
$ 11, 263,000 to § 9,593,000, "

The advantages of a part ownership was perhaps shown in the dis-
cussions over new depreciation rates in 1969, LAMCO wanted to
raise the rates, witi the motivation that new investigations had
shown smaller ore-rescrves than expected. Whinney-llurray, GOL™ s
auditors, was of the opinion that the resources in for example
Tokadeh was good enough and should be reckoned with. The situation
in 1969 was not worse than in 1964 when the presecnt depreciation~

rates were estimated. 13}

The management”s interest in new rates can perbaps be explained
by the need for $75million to new investments at the beginning
of 1980. An interust—-free capital stock could in this way be

created.

The Minister of Finance cxpressed his views in a memo to the
President:

“I am emphatically opposed to the Management”s and their auditor™s
desire to ignore the substantial ore bodies other than those now

being worked..." 14
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The Minister was aware of LAMCO s problems, but according to his
opinicon creation of necessary capital reserves should be shown
in the company”™s books. So the rescrves can be put to the share-

holders disposal when the economic situation allows it.

To create such reserves by an excessive depreciation would mean
that hidden rescrves were built up, known to the management but

unknown to the shareholders.

hfter discussions between GOL and LAMCO it was agreed upon that:

1. The basis for an estimation of the mines life would be the
cre arcas west of the Nimba-range plus the already worked
areas,

2. The economit life of the mine would be 35 vears instead of

20 years suggested by Price Waterhouse & Co.

The incrcase of the depreciated value would hereby be limited
to $1.8 million for 1969. Instcad of the $3.4millicn suggested
by Price Waterkouse. The difference, $1.6 million, would be put
aside as reserves cach year and alse be subject to dividend to

the sharcholders later an.

If LAMCO was allowed to use a Loo conservative depreciation-—
pelicy, it would be difficult to stop Bethlechem doing the same
and in this case it would immediately affect GOL”s income, (Which
in this case is based on taxation of the profit.) The income
reducticn from Bethlehem at the original suggestion would, for
1969, be % 300,000. The new agreement limited this reduction

to $150,000. 17

Tt should be mentioned that after 1970 liquidity problems have
had a restrictive effect on dividends. The "cash moncy" have
been used for current reinvestments. Tt has somectimes becn

- 1
neccssary to use short-term loans to cover the dividends, &)

BMC is a partnership between GOL and German inierests. GOL owns

50 % of the shares and can thereby appoint 5 of the board”s 11
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directors. GOL gets 50 % of the net profit as a tax and not as
a dividend. The company does not pay any royalties, export- or

importduties.

The initial investment was to a large extent financed by foreign
capital, which is reflected in the company’ s interest payments.

22 % of the total income were necded for this purpose.

The original agrcement for this company was a gqood example on

how a concession agreement should not be constructed. FPC would
from the beginning pay royalties on their sales. Before 1950-1991
FPC paid GOL 1 % of the gross sales value. Under these terms it
was not uncommon that when the net profit sometimes reached 50 %
of the gross sales value, the effective tax rate was limited to

2 % on the net profit. 17]

In the agrecement nothing was said about changes in the tax rate
after a certain period., GOL did not give itself the right to

re-negotiate the terms in the agreement.

The company voluntarily agreed to discuss new forms for taxa-
tion. From 1959 FPC would be subject to a 15 % tax rate on net
income exceeding $ 100,000, If FPC still would have paid 1 % on
it”s gross sales value, in accordance with the original agrec-
ment, GOL”s income would have been less than § 500,000 instead of

the $ 8 million actually paid. 18)

In spite of this new tax rate the profitability still reachod
impressive levels. For 1961 FPC estimated the profit at over
$13million, which was a gross rcturn of around 50 % on the inves-

ted capital. During the period 1956-1960 TPC declared net profits

{(before taxoes) totalling § 95 million. Aftor tax this gives $ 86
millicn. 'The impressive profit record is of course dag to a
favourable tax system, but also to low labour costs, cefficiont

production and for this noriaed, hiagh international ruabber

Lo 19)
prices,
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Both LMC and FEC differ from the other three companies in that
they do not pay dividends. GOL is not a part—owner as sharcholder,

instead it receives tax paymenits on the companies net profits.

A5 In the case of FPC, LMC was from the beginning subject to a
royalty on the gross sales value, In a revised agreement from
1352 it was said that LMC would pay the following rates aon the

net profit:

1954-1959 25 %
1960-1969 35 %
1969~ 50 %

As the LMC-agreement was one of the earliest, certain parts of it
was very vaguely formulated and left rocom for wvery personal inter-

pretations of essential clauses.

To investigate the accounting practices of LMC, the GOL appointed
the independent auditor”s Main Lafrentz & Co, New York, to look
closer intc the matter. Their report revealed great differences

between LMC and themselves in interpreting the Agreement.

According to the Agreement the company is allowed to make deduc-
tions for reserves, to be used for expansion of facilities. This
has also been done, but deductions for reserves for the expansion
of operations have not been adjusted when the investments, as
usually, were depreciated. That is, the same investmentcosts
have been deducted twice, first as an appropriation to reserves,

second as a depreciation.

The procedure can be illustrated by the following example:

During a certain year, when the tax rate is 50 %, LMC transfers

$ 600,000 to an expansionreserve. In this way $ 300,000 is
deducted from the taxable profit. Machinery and other eqguipment
is bought for $ 600,000 and depreciated during a l0-year period.
At the end of the 10-year period GOL have been debited $ 600,000,
(The $ 300,000 that were transferred to a reserve fund plus 50 %
of the depreciated $ 600,000.) The full cost for the new invest-
ments had in fact been paid by GOL.
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During the period 1953-1268, according to the independent
auditors Main Lafrentz, LMC in this way transferred totally

% 4,520,475, as "reasonable reserves". $ 529,382 have been re-
turned, $ 59¢,000 had been put aside for purposes other than
expansion of facilities. This leaves § 3,401,093, which have not

been restored and which have consequently been deducted twice.

LMC explains this practice by saying that clause 4 in the
Coliateral Agreement cxplicitly stipulates that these two deduc—
tions can be made in determining the net profit. " ... with a
proper interpretation of the Collatcral Agreement the two charges,
that is deductions for expansion and develeopment of facilitics
and for depreciation on assets purchased out of funds made
available by the creation of reserves, are distinctly separate
and properly made under the terms and intent of the Collateral

Agreement"”. 20)

LMC also says that the Rgreement does not provide for any other
investment credit, depletion allowance or other encouragement
for plant expansions except the allowance in question, The
Government, by agreeing to this provision, voluntarily lowered
its return in the short run for a considerable increase in pro-

21 . . :
) While it is true that the Agrecment mention

fits later con.
both "reasonable reserves” and “"provisien for depreciation”,
Main Lafrentz yuestions whether the Agreement deoes permit a) the
deduction of reserves to acquire facilities and b) provision for
depreciation on the same facilities without restoration of the
related reserves. In their opinion no accounting rules or
generally accepted accounting principles supports such treat-

ment. 22)

They also objects to the view held by LMC that the company™s
cxpansion possibilities depended upon these deduction rights.
Total payment to shareholders during 1%55-1%68 was

$ 107,649,849,25, 24 times ygreater than the $ 4,520,475%.09 total

of reserves withheld from the GOL”s participation.

A more restrictive dividendpolicy could perhaps have had gene-
ratcd the necessary funds for expansion, 23
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Main Lafrentz alsc questions whether it is correct of LMC to use
the tax rate in force at the time when the transfer to reserves
was cffected, 35 %, instead of the tax rate prevailing at the

time of the adjustment, 50 %. 1I1f Main Lafrentz is correct this

would add ancther $ 130,000 to the amount withheld, 24)

But, to summarize, according to Main Lafrentz "there is no indica-
tion that LMC abused its rights under the Collateral Agreement
when it deducted the various reserves; however we believe that all
such reserves subsequently recovered should be restored to net
profits", 23)
In their report Main Lafrentz discusses ancther point where diffe-
rent interpretations were made., During 1969 LMC was paid

% 384,009 from NIOC for various consultant services. The sum
were deducted from the gross profit, ILMC argued that the know-
how nad been paid for by the company via wage payments to its

cmployees.

Main Lafrentz on the other hand said that the cost of developing
such know-how had becn charged to expense on the books of LMC

in prior vears.

LMC also referred to article 12 (yg) of the NIOC Mining Con-
cession Agrecment:

"The Concessionaire (NIOC) may appoint one or more agents to
carry out the operations which it is authorized or reqgquired to
perform under this Concession. If any such agent should be a
share company, such company and its shareholders shall be
entitled Lo all tax exemptions and privileges stipulated in
article 7 with respect to the Concessionaire," For the years

1965-1968 $ 987,733 have been deducted in this way.

In a reply to the content of article 12 (g) Main Lafrente argues
that tax exempticns applies to agents which NTOC may appolint to
carry out the operations which it is authorized to perform. The
gquestion as to whether the deduction is legal or not, depends

upon a legal determination of whether LMC has been appointed as

an agent by NICGC., Main Lafrontz mocans that tne agrecment between
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LMC and NIOC specifies that LMC's undertaking is limited to per-
form consultant services on operating matters. Tt does not give
LMC any authority to act as an agent of NIOC. 26) There are seve-
ral other matters to which Main Lafrentz have given attention, I

shall briefly relate them here.

The U.S.-firm Republic Steel owns 50 % of the shares in LMC. The
auditors wonders why the firm V. H. Miller & Co is paid an agent
provision on iron-oresales to Republic Steel? LMC started in 1966
to write-off surplusparte and inventories. They were called
obsolete. % 3,552,619 was deducted in this way during the
years 1966-31/7 1973, The auditors mean that the sum 1s too high,
most of the cohsolete inventories can either be sold or re-used in
another way. They suggest that 50 % of the sum, $ 1,761,309,
should be debited on the income side. Which would give GOL
additional § 880,654, LMC also delayed this write—off until the
time when GOL”s tax rate would increase to 50 %, The practical
effect was a return to the old rate, 35 %. Write—off”s for the
year of change to a higher rate amounted to $ 960,000, the rate
increase would have meant an income increase of $ 900,000 for

GOL. This procedure from LMC’s side immediately reduced the

effect of the taxrise.

LMC also has a trading company, Tropical Trading Ceo. This firm
has had good years, but the profits have not becn distributed,
Instead they have been hoarded. Tropical Trading have paid thelr
company tax, but had the profits been transferred tc LMC they
would have been registered as profits and thereby also increase

the taxable income. 27

The clauses in the agreements that concorn economic and financial
questions are usually very vaguely formulated. Terms like, "ge-
nerally accepted accounting principles, reascnable allowances,

earnings, etc." arec not given any precise definitions.

The agreements do not establish any procedure for calculating pri-
ces, net profit or deprcciation. Ancther exprossion for the lack

of co-ordination between the agreements is the fact that some
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3

companies are allowed to make deductions for "depletion allowances

when others are not allowed to. 28)

In the first agrecments very little was said about the companies”
responsibilities to train Liberians. Most of the agrcements today
contain clauses about this. But they are in general very brief
and are further weakened by the fact that the number of Liberians

are not stipulated. An example:

"The concessionaire shall train Liberian personnel for various
positions in said operations ....." (Concession Agreement between
the GOL and Salala Rubber Corp.)

All agreements must state a date by which time the operations must
have got underway, if no such date is given, the agrcement is not
valid. Another example:

"

+«... the Concessicnaire shall start operations within 12 months
after the signature of the Agreement .....". (Concessicn Agrec-

ment between the GOL and SIGA Lumber Company,)

The agreements are usually more explicit on this central issue and
define what should be regarded as "operations”. To avoid impos-
sible projects, a potential concessionaire has got to pay a "per-
formance bond", usually $50,000. ©On the other hand GOL did not
demand a feasibility study of each potential project, at least not
until 1972, Disputes between the parties has so far been settled
by discussions and compromises. If this fails, the agreements
prescribes that neutral arbitrators should be called in. Their

decision will be a guideline for the solving of the problem.

In the concessionaire violates any part of the agreement, or any
other law in the country, stipulates, for example the LAMCO
agreement, that the violation must be corrected in 5 months. If

not, the matter will be tried legally.

The importance of the payments from these companies shall not be
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exaggerated, tax payments, dividends. Since 1960 around 20 % of

the country”s incomes emanated from these companies.

The dominating income scurce has instead been customs dutie”s and
indirect taxes, very common for a developing country. The firms”
influence in this respect has been of a more indirect nature since

they are usually exempt from export and import duties.
By relating the export price of iron ore to GOL"s inceome from the
iron aore companies we can get a fairly good picture of the

effectivencss in the income system.

Table 6. The share of the Mining Sector Income in the GDP and the

Total Government Income, 1964-1972 (%).

Year Mining/GDP Mining/T.G.I. T.G.I./GDF
1964 34 18 10
1965 19 13 9
1966 37 20 10
1967 37 21 11
1968 38 18 9
1969 36 20 11
1970 36 20 11
1971 36 18 10
1972 38 17 9

Source: See Table 1.

Table 7. The Relation of the Income from Iron Ore Companies to

the Export valuc of Iron Ore, selected years (%).

1953 1955 1960 1965 1970
34 % 29 % 18 % 8 % 9 %

Source: See Table 1.

Comment: The low value put on the export of iron before 1959 by
GOL, explains the high percentages for 1953 and 1955.
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An international comparison shows that the effectiveness of the
Liberian system is rather low. During the vears 1948-1950, the
same ratic for Iran was 10-12 %, Venezuela 25 % and in rubber

producing Malaysia 7-8 %, 29)

Apart from the direct incame-generating effects, the most impor-

tant linkage effects, excluded here is payments to the labour-
force, can be created via purchases of locally produced goods and
services, This presupposes the existence of a more or less
developed industrial structure that can henefit from this demand
from the foreign firms. The weak and sometimes non-existing
industry in developing countrieg means difficulties in extra-

cavating the potential demand from the companies.

The need for an effective development planning process is then
obviocous. It is the task of the Government to establish the pre-
conditions that arc necessary to stimulate the growth of domestic

industries.

The weak industrial structure in Liberia, before 1960 practically
non~existent, have limited the range of domestically produced

geods that can satisfy the demand from the foreign companies.

The locally produced purchases are limited to 5-10 products, most
of the industries were created in the middle and the end of the
19607s. Today the most important products are fuel and lubricants,
supplied by the Liberia Refining Company. The company has a

monopoly on sales of petropreducts in the country,

Fuels and lubrvicants account for nearly 80 % of LAMCO s locally
produced purchases. The increase in oil prices in the beginning of
the 197075 had a drastic offcct on RC™s sales value to LAMCO, it
increased from $ 1 million to necarly 3 14 millicon during the years
1870-1974, Other important commedities are cement and explesives,
supplied by CEMENCO and EXCHEM,
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Other products are crossties and paint. The mining companies
usually run their railways by themselves and they are big con-
sumers of crossties. Under a long period LAMCO produced crossties
in their cwn sawmill and bought only small guantities from out-
side. 1In the beginning of the 19707s the mill was sold to private
interests, Liberian - Italian, who formed NIMBACCO., The deliveries
of crossties to LAMCO is the economic backbone of the company.
Paint is bought from Parker Paint, alsc to a large extent depen-

dent upon deliveries to the mining companies.

Services are primarily transport services, for example transports
of workers to and from the mine, maintenance and repairservices,

persanal services.

Table 8 and 10 shows that purchases of local production was very
low upuntil 1969-1970. Then it increased with nearly 10 %, which
must be credited LRC. Total imports decreased as imports of
petroproducts were gradually replaced by locally produced fuels

and lubricants. Naturally the import of crude oil still continued,
as Liberia has no own production of crude cil. Both table 9 and 11
confirms that fuels and lubricants are the most important commo-

dities bought by the companies.

The heading "local purchases” contains purchases from agents and
retailers in the country, These purchases have a smaller linkage
effect in that they only add payments to the labour force, income-
tax payments and import duties. It is worth noting Bong Mining
Company s large local purchases, compared with LAMCO s reliance

on imports.

To summerize, although the creaticn of new industries are limited
the potential linkage effects have to some extent been realized
and earlier imports have now been replaced with locally produced
commodities. Tt should be noted that these domestic industries
are dependent on imported rawmaterials from outside which reduces

their importsubstituting effect.
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Table 8. LAMCO J, V., Purchases of Goods, 1966-1974

(million of dollars).

Year Local % Purchases % Imports % Tatal E
Purchases of Local Purchases
Production

1966 1.020 1o 0.439% 4 8.873 86 10.332 100
1567 1.284 18 0.681 10 5.047 72 7.012 100
1968 1.748 20 0,409 10 6.282 70 8,939 100
1969 3.021 21 1.030 7 10,011 71 14,062 100
1970 2.746 18 2,008 13 10.529% 69 15.283 100
1971 3,774 21 4,218 27 10.176 56 18,168 100
1972 4,630 21 7.256 33 9,965 46 21.851 100
1973 5.942 21 6.684 24 15.731 53 28,356 100
1974 8.428 17  16.169 33 24.495 50 49.082 100
1966-

1974 32.593 19 19,394 23 101.109 58  173.095 100

Source: LAMCO J. V.

Table 9. LAMCO J. V., Purchases of Locally Produced Goods,
1966-1974 (million of dollars}.

Year Explosives Fuel Timber Chemicals Other
1966 0.323 0.064 0,021 0.031 -

1967 0.544 0.081 0.025 0.031 -

1968 0.745 0.089 0.021 0,054 -

1969 0.861 0.050 0.024 0.061 0.034
1970 D.738 1.116 0,001 0.095 0,057
1971 1.021 2,895 0.014 0.206 0.082
1972 1.532 5.235 0.042 0.297 0.150
1973 1.662 4.639 0.020 0.259 0,104
1974 1.660 13.788 0.172 0.310 0.239

Source: LAMCO J. V.
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Table 10. Bong Mining Company, Purchases of Goods, 1961-15%70

fmillion of deollars).

Year Local % rurchases % Imports % Total %
Furchases of Local Purchases
Production

1961 - - - 1.174 100
1962 - - - 1,721 100
1962 - - - 1.700 100
1964 1.58% 65 0,100 4 0.740 31 2.426 100
1965 2.675 59 0.315 7 1,516 34 4,506 100
1966 2.693 44 0,650 11 2.849 46 6.192 100
1867 4,577 56 0.925 11 2.657 33 £.159 100
1968 3,571 38 1.000 11 4,927 51 9,498 100
1969 4,855 39 3.000 24 4.684 37 12,539 100
1970 5.296 33 3.500 22 7.245 45 16.041 100
1964-

1970 25,253 43 9.430 16 24.618 41 5%.361 100

Spurce: Bong Mining Company.

Table 11. Bong Mining Company, Purchases of Locally Produced Goods
and Services, 1964-1970 (million of dollars}.

Year Explesives Fuel Timbker Services
1964 0.097 - - 0.003
1465 0.310 - - 0,005
1966 0.640 - - 0.010Q
1967 0.902 - - 0,023
1968 0.3895 - - 0.005
1969 1.022 1.010 0.050 0.918
1970 1,182 1.334 0,067 0.917

Source: Bong Mining Company
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THE DEVELOPMENT STRATEGY AND PLANNING TN LIBERIA.

The basis for Liberia”s development strategy is the Open Door

Policy. It has 3 cornerstones:

1. Protection against nationalization of private companies.
2. Free transfer of capital, including free repatriation of
dividends and profits.

3. Use of foreign experts and free transfer of wages.

In 1962 the Office of National Planning stressed three principles

that must underlie a planning strategy in the country:

1. The planning process must be based on co-ordination of the
different departmental activities.

2. Largest possible participation of instances both inside and
outside the state sector.

3. Voluntary participation of private companies in the develop-

ment efforts,

Economic planning in Liberia shall focus on the public sector.
The GOL"s expenditures accecunt for around 25-30 % of the national
income and the important tasks in the present stage arc govern=-
mental cencern, i.e, better infrastructure, education and health
facilities, The Gevernment shall provide the necessary infra-
structure and create a climate favourable ta private invest-
ments. The private sector shall he responsible for the direct

economic activity.

The GOL can of course via financial and judicial mecasures in-

fluence the course of the economy,

The planning precess shall not be viewed as a substitute to the mar-
ket mechanism, but as a complement to it. Government policy must
to a large extent be based on indirect methods, rather than direct
control over prices, wages, profits, etc. These methods are
thought to be more effective, easy to administrate and they demand
less gualified personnel,

The necessary starting point for all planning is the fact that not

all goals can be achived at the same time. Priorities must be made.
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The ONP states the following pre-conditions for meaningful priori-
ties:

"Theve must be a well-éstablished system for economic decisions, a
system to adapt the plan tc the budget programme and a system for
evaluation. But above all there must be realistic estimates of the

available resources." 3L

The ONP also said that before priorities could be made, an analysis
of sector plans and sector programmes must be made. During this
process the task of the Government must be, firstly, to increase
the available resources and seccndly, to strengthen the administra-=

2

tive infrastructure.

The history of development planning started in 1946 when a develop-
ment programme financed by the USA were taken. The programme did
not get any practical functicn, mainly because of financial diffi-

culties.

It was replaced 1951 with the "5 year economic development plan”.
A joint US-Liberian commission for econcmic development would be

responsible for the implementation of the programme.

The plan broke down when confronted with reality, that is, the

general ineffectiveness of the administration.

Until 1962 a detailed industrial strategy was non-existent, with
the establishment of the 0ffice of National Planning and Bureau
of Economic Research and Statistics in the same year, an instru-
ment for industrial planning was created. Between 1962 and 1964

ONP was busy trying to evaluate suitable industrial procjects.

In the crisis years 1962-1963 GOL once again found it necessary
to make another attempl to organize the ccomomic voutines in the
public sector. Together with a UN/Special Fund Project a new
effort to create systematic planning was made. Finally, the

Project was limited to 3 objects:



32,

1. Create an effective budget system.

2. Direct GOL”s attention to the need for & co-ordinated foreign
aid and concession policy.

3. Perform basic economic studies of important economic

sectors,

At the end of 1965 ONP, in the frame of the Project, went from
basic studies to mere formal planning efforts, They resulted

in the National Development Plan for the years 1967-1970.

This plan was never given any legal status or a positive recogni-—
tion. The National Plantrial ended with a return to the very
necessary administrative and instituticnal reformation. And the
more pragmatic functions like concessicon agreement discussions,

project identification and evaluation,

SUMMARY .

An important cause, but not the only one, to the extent of direct in-
vestments in Liberia is the Open Door Policy, initiated by the
late President William V. 8. Tubman. This economic policy is not
special for Liberia, but in Africa Liberia is guite alone in
believing that foreign investment exclusively is the Motor in the
development process. There is not in Liberia, as in some other
African countries, a harsh tone towards foreign companies in the
official phraseology. There is practically no discussions about
concepts like dependence, neo-colonialism, imperialism, etc. The

system is seen as mutually beneficial.

In the Report we have tried to analyze the strength of scme of the
possible linkage effects between foreign direct investments and
the Liberian national eccnomy. The linkage effects have been
studied from two angles, the companies role in providing benefits

and the governments role in extracavating the benefits.

Emphasis have been put on the governments development-policy on
one side, and the direct income-generating effects of the compa-
nies and also the distribution of their purchases of goods and

services on the other., As we have shown the direct incomes from
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the 5 biggest concessions are obtained from dividends and taxes
on the net profit and certain custom- and trade dutiec”s. The
size of these income payments have been negatively affected by
primarily two factors, first, the constructicn of the concession
agreements, especially the earlier ones, second, the financial

construction of the companies.

The lack of clear definitions in the agrecments on such important
matters as, for example, depreciation policy, have given rise to
different interpretations from both sides of the correct proce-
dures. This appears to have caused, in some cases, unusually

large deductions from the gross profit.

nll the youngest companies have a financial construction which
causes large deductions from the gross profit. Their heavy

reliance on borrowed capital means large interest payments to
abroad. This rceduces the income payments to GOL with consi-

derable amounts.

In a developing country with a small market economy and a weak
industrial structure, the linkage effects between the companies

and the national economy must by necessity be limited,

Although, some developments have been taken place in Liberia’s
domestic industrial sector. Developments probably impossible
without the demand generated by the foreign companies. Most of
these new domestic industries are dependent on deliveries to the
foreign companies. The role of the Government in the creation of

these new companics are important.

This leads us to the other important factor in creating linkage

effects, the role of the GOL.

There are two pre-conditions that must be met to guarantee an
effective usc of the potential resources.

Firstly, & co-ordinated concession policy, with well-defined and
far-reaching <¢lauses.

Secondly, a development plan, where integraticon between the
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concegsionaires and the rest of the economy is the ultimate

goal.

As have been shown in the Report, the lack of administrative and
instituticnal rescurces in Liberia have inhibited the attempts
to establish an effective development planning process, and
thereby has, as a consequence, the necessary pre-conditions not

been created,.

To summarize, foreign investments in a developing economy like
the Liberian do not by themselves generate a process of deve-
lopment. The potential possibilities inherent in the companies
activities can cnly be released via integraticn in an active

well-defined governmental development policy.
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NOTES.

The English Stevenson Plan 1922 aimed at regulating 75 % of
the world rubber production with the intention of control-
ling and stabilizing the price at a hidh level. 1In 1925 the
price was 12.5 cent/lb DRC, this caused trouble, especially
in the car industry. &nd because USA"s rubber import co—
incided with the production in the British rubber areas,
England was suspected of using the plan to cover her American
war debts by accumulating a surplus con the rubbker incomes.

To correct the situation the U.S. Congress ordered the Depart-
ment of Trade to develop the rubber plantation industry and
strengthen U.8. interests in the industry.

Brown, An Econcmic History of Liberia. 1941, p. 192-193.
Under the Income Tax Law of 1950,

The one for 1960 was calculated by the Northwestern Univer-—
sity Team, in connection with their work on "Growth without

Development" .

Bureau of Economic Research and Statistics - Office of

Naticnal Planning (BERS-CNP)}, Annual Report 1961/62.

The reason for the large debt was lacking budget routines.
The Departments financed their favorite projects via short-

term loans or credits from the entrepreneurs.

Department of Planning and Economic Affairs (DPEA) Economic

Survey 1967, p. 26.
ONP Annual Report 1%64/65, p. 89,

This was changed after 1972 when the Concession Secretariat
wae established, All available material was then brought over

to the Secretariat”s archives.

The Role of Fereign Concessions in the Econcomy of Liberia.
Robert P, Armstrong in Economic Survey of Liberia. North-

western University Team Staff Papers, (SP n:o 3), p. 67.

G&rdlund, Torsten. LAMCO i Liberia, p. 29.
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