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LIBERIA HAS SIGNIFICANT REVENUE POTENTIAL 

FROM NATURAL RESOURCES 
 Natural resource concession revenues 

account for 26 per cent of the 
approved budget forecast in 2011-12 
(top right) 

 Majority of this is from sign on 
bonuses and withholding on contracts 
as large scale production yet to 
commence (bottom left) 

 Potential for over $1bn of revenues 
from natural resources by 2030 
(bottom right) 

Potential natural resource revenues 2011-2030 (US$m) 
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NATURAL RESOURCE REVENUES KEY PART OF 

LIBERIA’S DEVELOPMENT STRATEGY 

 Government of Liberia strategy is to use revenues from natural resource extraction 
to invest in infrastructure and human capital, acting as a catalyst for increased 
economic growth and social wellbeing 

 Need to ensure that revenues are maximized, particularly royalties and corporate 
income taxes that are often the largest sources of revenue over the life of a long-
term natural resource concession agreement 

 Royalties and corporate incomes taxes are also the revenue streams most at risk 
due to transfer mispricing 
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CORPORATE MISPRICING ALREADY MEANS AFRICA IS 

LOSING OUT ON REVENUES 

 According to a recent article in Al Jazeera, Africa loses a minimum of $148bn each 
year – almost four times the sum of foreign aid it receives – to capital flight, of 
which 60 per cent is due to corporate mispricing 

 This is significant relative to revenues for low income countries 
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FUTURE RESOURCE REVENUE IN LIBERIA AT RISK 

FROM TRANSFER MISPRICING 

 Large multinational corporations have both the incentive and the ability to arrange 
their affairs to be tax efficient 

 Revenues from natural resource concessions in Liberia are at risk from corporate 
pricing issues: 

1. Revenue from royalties could be reduced by Liberian registered company 
selling natural resources to a parent or affiliated company below market 
prices. 

2. Corporate tax revenues could be reduced by related party transactions that 
increase allowable deductions in Liberia, for example intra-company lending 
at inflated rates of interest or Liberian-domiciled companies contracting out 
management and essential services to affiliated companies in other tax 
jurisdictions. 

 Recognizing these risks is only part of the solution. To counteract them requires 
significant technical knowledge, expertise and information all of which is costly for 
a small country with comparatively small revenue and large public spending 
requirements on basic essential infrastructure and services. 
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CURRENT TRANSFER PRICING ISSUES IN LIBERIA 

 Liberia is about to enter into its first advanced pricing agreement with a major 
mineral extraction company. This first agreement is crucial as it will set precedent 
for future agreements. 

 

 As large resource concessionaires begin to generate revenue, Liberia needs to be 
able to scrutinize income tax returns for transfer pricing and related issues and to 
undertake specialized resource audits. 

 

 Liberia tax law needs to provide adequate legal provisions to access required 
information from domestic companies. Also tax information agreements are being 
entered into with other countries to facilitate information sharing on foreign 
domiciled affiliated companies. 
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DEVELOPMENT NEEDS IN LIBERIA 

TECHNICAL ASSISTANCE 

 For the first advanced pricing agreement Liberia needs: 

 generic support on the process of negotiating an advanced pricing agreement 
and on the drafting of agreements; and 

 industry-specific support on the determination of fair price for a particular 
commodity. 

 

 Technical assistance in the first agreement needs to include building capacity of 
Liberian staff to negotiate and draft agreements, so that only industry-specific 
assistance is required in the future. 

 

 Industry-specific support will continue to be needed through consultants for some 
years given they tend to be highly specific to a particular commodity and require 
significant experience that cannot quickly be transferred to Liberian staff. 

 

 With technical assistance for capacity building and technical education Liberia will 
generate its own industry experts, hence the importance of capacity building. 
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DEVELOPMENT NEEDS IN LIBERIA 

FINANCIAL ASSISTANCE 
 Technical assistance is not cheap. Liberia was recently quoted $6,000 per day for a 

mineral mining consultant. 

 

 While the potential long-term revenue gains/losses are much larger – and 
consultancy should pay for itself in the medium term – developing countries are 
often severely resource constrained in the short term. 

 

 Financial assistance is required to support Liberia and other developing countries 
with transfer pricing issues, specialized audit, and the general strengthening of 
domestic tax administration and enforcement. 

 

 Donor funding to get advance pricing agreements right will strengthen governance, 
boost government revenues and reduce donor dependency. 

 

 Donors and government both win in the long term from a relatively small outlay 
from donor countries. 

 

 Efforts are already underway in Liberia. The US Treasury will run a five-day training 
program on petroleum and AusAID are considering a proposal for support to build 
skills in a new department of revenue Natural Resource Unit. 
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SUMMARY OF NEEDS IN LIBERIA 
 Liberia needs technical assistance and capacity building in: 

1. Transfer pricing; 

2. Tax administration; 

3. Specialized auditing; and 

4. Tax law. 

 

 Financial support is needed to: 

1. Fund international experts to advise and build capacity; 

2. Fund scholarships and technical degrees for Liberians  
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