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EXECUTIVE SUMMARY

1. Country Context: Sierra Leone has suffered from dramatic socio-economic and
political instability that culminated into a brutal armed conflict, which lasted for just over ten years,
from March 1991 to January 2002. Since the end of the conflict, Sierra Leone has made significant
strides in consolidating peace and rehabilitating the extensive socio-economic destruction caused by the
conflict. Presidential and parliamentary elections were successfully held nation-wide in May 2002.
The next Presidential and parliamentary elections are scheduled for 2007. Local and Chiefdom
elections were also successfully held for the first time in 32 years in May 2004. Apart from being
an important milestone on the road to peace and political reconciliation, the Local Government
elections represent an important step in implementing the on-going decentralization programme,
which aims at improving the delivery of essential services at the grass-root level. The Truth and
Reconciliation Commission (TRC), established to enhance peace building and political
reconciliation, successfully concluded its work in June 2004. A Special Court, sponsored by the
United Nations, was also established to prosecute those that bear the greatest responsibility for the
war atrocities, and trials are ongoing. Arising from these positive developments, the UN Peace
Keeping Mission (UNAMSIL) has commenced its phased withdrawal from the country, expected
to end by December 2005.

2. Macroeconomic Context: With the dawn of peace, the Government has embarked on
the implementation of macroeconomic and structural reforms that were derailed by the onset of the
civil conflict. Consequent to the implementation of these measures, Sierra Leone’s economic
performance over the recent past has remained robust, with the real GDP expanding by 7.4 percent
in 2004, an improvement from the growth rate of 6.5 percent and 6.3 percent attained in 2003 and
2002, respectively. The sustained recovery in GDP growth is broad based, embracing agriculture,
mining, construction, manufacturing and services. Government revenue, as a percentage of GDP,
has also continued to rise, reaching 12.2 percent of GDP by December 2004. Inflation remained
low in 2001 and 2002, but increased to 8.2 percent and 13.6 percent in 2003 and 2004, respectively.
The increase in inflation in 2003 and 2004 is attributed to the higher international fuel prices that
prevailed, especially in 2004, and their effect on transport costs, the expansion in broad money, and
the continued depreciation of the Leone against the U.S. dollar and other international currencies.

3. However, despite the substantial progress made in economic recovery, Sierra Leone’s
economic fundamentals remain weak. Gross national savings are low, amounting to 6.7 percent of
GDP in 2003, compared to 5.3 percent in 2002. The low rates of savings reflect the low-income
levels as well as institutional weaknesses that poorly support the savings process. The share of GDP
devoted to investment continues to be low, reaching 10 percent in 2002 and 15.5 percent in 2003.
Investments undertaken over the past were mainly financed from foreign borrowing. Policies to
increase savings and enhance greater domestic and foreign investment are therefore necessary to
increase productivity and economic growth over the medium term. Being a post-conflict country,
Sierra Leone faces several critical challenges, the most crucial being that of addressing the high
youth unemployment and the weak institutional and human capacity. The country also faces the
prospects of a gradual phasing out of preferential allocations and support by development partners,
as the country concludes its post-conflict transition.

4. Sierra Leone’s Poverty Reduction Strategy Paper (PRSP): In an attempt to address
the abject poverty, Sierra Leone prepared the Interim Poverty Reduction Strategy paper (I-PRSP)
and the National Recovery Strategy (NRS), which were successfully implemented over the period
2002-2004. In April 2005, Sierra Leone launched the full Poverty Reduction Strategy Paper (PRSP)
or the National Programme for Food Security, Job Creation and Good Governance. The PRSP,
which was prepared through a process of wide-ranging national and international consultations, is
rooted on three main pillars: i) promoting good governance, peace and security; ii) promoting pro-poor
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sustainable economic growth, food security and job creation; and iii) promoting human development, as
reflected by the Millennium Development Goals (MDGs). The choice of pillars is derived from a
number of factors, including the recent emergence of the country from civil conflict, the status of
governance in the country, and the need to reinvest in the productive sectors in order to promote
growth in an effort to reduce the high level of poverty in the country. The pro-poor policies
proposed in the three pillars of the PRSP are informed by Sierra Leone’s first household survey,
which was completed in June 2004. The survey shows that after a decade of conflict, Sierra Leone
now faces an even more desperate poverty situation. The proportion of population living below the
national poverty line increased from about 57 percent in 1990 to 70 percent by 2004, or about 4
million people.

5. 2005-2009 Bank Group Strategy: The Bank Group Strategy for 2005-2009 is fully
aligned with, and draws extensively from Sierra Leone’s PRSP. The strategy focuses on assisting
the country transit from a nation focused primarily on post-conflict emergency needs to a nation
poised for long-run growth. The strategy will be operationalized through two pillars: i) Promoting
Economic Growth by Improving Governance; and ii) Human Resources Development. Cross-
cutting the Bank Group’s strategy is the need to improve all aspects of governance, reduce the
gender related obstacles that prohibit women from participating fully in the development process,
address the serious environmental constraints, tackle youth unemployment and the HIV/AIDS
epidemic. The strategy is consistent with the Bank Group’s Vision and takes into account the
guidelines provided for under the ADF-X lending cycle and builds on the lessons learnt during the
implementation of both ADF-VIII & IX. Moreover, the strategy recognizes that Sierra Leone
requires significant support from its development partners in order to achieve the objectives set
forth in its PRSP.

6. Funding the Strategy: The total allocation for the implementation of the 2005-2009 CSP
includes the resources that would be allocated to Sierra Leone under ADF X (2005-2007) and part
of the resources of ADF XI (2008-2010). Sierra Leone’s evaluation under the Country’s Policy and
Institutional Assessment determines its base case allocation. Under this framework, Sierra Leone is
ranked as a well-performing post-conflict country, and will be a grant-only country during ADF-X
lending cycle. The evaluation of the performance of Sierra Leone has enabled its base allocation to
be set at a maximum of UA 29.7 million.

7. Lessons Learnt from Previous Bank Group Strategies: The key lesson learnt from the
implementation of the previous CSP was the need to strengthen the domestic ownership of the
policy reform agenda supported by the CSP. In this regard, all the programmes and projects of the
2002-2004 CSP had a strong domestic support because they were based on Sierra Leone’s Interim
Poverty Reduction Strategy Paper (I-PRSP). The second lesson pertains to the need to simplify the
design of the operations, and focus specifically on the few priority areas that are crucial in reviving
the economy and fighting the desperate poverty situation. The simplification of the design is
crucial, particularly for post-conflict countries, which have low implementation capacity. The third
lesson relates to the fact that weaknesses in public financial management, and corruption, could
have a strong adverse effect on portfolio implementation and performance. On account of these
lessons, the Bank, in partnership with the World Bank, the IMF and the EU have embarked on
supporting reforms to strengthen economic governance, including public financial management,
procurement and strengthening the capacity to fight corruption.

8. Risks: There are at least four fundamental risks that may derail the successful
implementation of PRSP and the Bank Group’s 2005-2009 CSP. These include: (i) weak
government commitment to implement the pro-poor programme contained in both PRSP and the
2005-2009 CSP; (ii) limited human and institutional capacity, especially in key public sector
ministries and institutions; (iii) weaknesses in governance that translate to poor service delivery;
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and (iv) internal economic shocks resulting from labor unrest and unprecedented expenditures on
substantial domestic wage by the public sector. Mainly strengthening significantly the institutional
capacity and enhancing dialogue with the Government will manage the risks. Other regional risks
such as those relating to the refugees crossing from the turmoil in Liberia and Guinea will be
mitigated by the concerted efforts being deployed by the international community to achieve
durable and sustainable peace in Liberia and Guinea.

9. Monitoring and Evaluation (M&E): The M&E of the 2005-2009 CSP is built on three
interrelated frameworks, which include the: (i) indicators identified in the result matrix of the 2005-
2009 CSP; (ii) long-term development outcomes contained in the MDGs; and (iii) Bank’s Annual
Country Policy and Institutional Assessment (CPIA). A mid-term review will be undertaken around
October 2006 to evaluate the implementation of the 2005-2009 CSP. This will be complemented by
the preparation of the Country Portfolio Performance Review (CPPR) during the course of the
implementation of the CSP. The CPPR will be aligned with the results framework, which serves as
the main instrument for assessing progress in achieving CSP outputs/outcomes, evaluating risks
that hinder achievement of the desired results, and identifying issues that will affect the portfolio.

10. Bank Group Portfolio: The Bank Group commenced its lending operations in Sierra
Leone in 1969 and has so far approved a total of thirty-seven (37) operations, comprising of
twenty-seven (27) loans and ten (10) grants. Of the thirty-seven (37) operations, twenty-one (21)
operations are completed; thirteen (13) are in various stages of implementation, one (1) was
cancelled while two (2) are still not effective. As at March 2005, the cumulative commitment
amounts to UA 242.4.million. All the on-going operations are being implemented smoothly, though
some generic factors continue to adversely affect the implementation of projects, the most notable
being the: (i) weak capacity at the project implementation level; (ii) inability to adhere to Bank
rules and regulations; (iii) rapid staff turnover; and (iv) poor co-ordination with various
implementation units. The Bank and the Government will continue to work together in order to
minimize the adverse effects of these constraints on project implementation.

11. Conclusion: Sierra Leone has made substantial progress in consolidating peace and
beginning the process of rebuilding social and economic security for its people. This has been
complemented by its efforts to promote transparent and inclusive governance. While there is a
continued need for rehabilitation and recovery, the next challenge for the Government is to
consolidate its post-conflict successes and reorient its policies in ways that are conducive for long-
run growth and poverty reduction. This reorientation, articulated in the context of Sierra Leone’s
full PRSP will continue to require support from the country’s development partners.

12. Recommendation: The Boards of Directors are invited to endorse the proposed strategy
for Sierra Leone covering the period 2005-20009.



l. INTRODUCTION

1.1 The Boards of Directors approved the last Country Strategy Paper (CSP) for Sierra
Leone (ADB/BD/WP/2003/35 - ADF/BD/WP/2003/30), covering the period 2002-2004 on 26 May
2003. The CSP was subsequently updated in June 2004. The CSP assessed Sierra Leone’s post-
conflict development challenges and the prospects for sustained growth and poverty reduction in
the context of the then rapidly transformed security situation. Based on the assessment, the CSP
proposed a medium-term strategy for Bank Group’s intervention, which had, as its main thrust,
targeted assistance to revive the war-ravaged economy, fight the desperate poverty situation, create
jobs and rebuild the destroyed community and physical infrastructure. The 2002-2004 CSP
proposed a Bank Group strategy that was informed by the prevailing socio-economic situation in
Sierra Leone and took into consideration the decisive measures that were being implemented by the
Government to: (i) fully restore peace and to re-establish government authority country-wide; (ii)
revive the war-ravaged economy, including private sector activities; and (ii) rehabilitate the
destroyed economic, social and physical infrastructure.

1.2 During the consideration of Sierra Leone’s 2002-2004 CSP, the Board commended the
Government of Sierra Leone for the measures that were being implemented to revive the economy.
The Board however expressed concerns, particularly on the need to maintain a sound macro-
economic framework, to reduce the country’s dependency on external aid and to reduce the poverty
situation. The Board urged the Government to continue to implement the governance measures
focusing on improving transparency and accountability in the use of public sector resources and in
combating corruption. The government has responded positively to the recommendations made by
the Board, particularly with respect to the implementation of measures to revive the war-ravaged
economy and to fight the desperate poverty situation. Also significant is the finalization of the full
Poverty Reduction Strategy Paper in April 2005 that outlines the government’s development and
poverty reduction programme for 2005-2007.

1.3 This Country Strategy Paper (CSP) for Sierra Leone (2005-2009) covers the entire
ADF-X and part of ADF-XI programming cycle. The focus of the CSP is to articulate policies and
programmes for tackling the abject poverty in Sierra Leone, which remains the overarching
medium term economic objective of the Government. The framework for developing these policies
remains Sierra Leone’s full PRSP! that was officially launched by the Government in April 2005.
The PRSP is based on the results of the 2004 Integrated Household Survey, which indicate that
poverty in Sierra Leone is pervasive and deep-rooted.

1.4 The CSP is premised on the need to assist Sierra Leone build on the impressive post-
conflict achievements by addressing the immediate socio-economic challenges that confront the
country. Sierra Leone is heavily dependent on external aid flow and poverty, unemployment and
poor health conditions continue to plague the country. Since 2000, Sierra Leone remained at the
bottom of the United Nations Development Programme’s (UNDP) Human Development Index and
has one of the highest child mortality rates in the world. While considerable gains have been made
in the areas of demobilization, reintegration and the revival of the agriculture sector, it is important
to recognize the fragility of these gains, especially given the history of Sierra Leone’s conflict.

! The CSP is also informed by Sierra Leone’s Vision 2025: Strategy for National Transformation; the Interim CSP
prepared in 2001 and the National Recovery Strategy.



Box 1: Sierra Leone: Country Snapshot

Sierra Leone is located in West Africa, bordering the Atlantic Ocean and lies between Guinea and
Liberia, covering about 74,000 square kilometers. The country gained its independence on the 27" April 1961
and was subsequently declared a Republic on 19" April 1971. Independence was achieved with promised hopes
for rapid development, based on the abundant natural resource endowment, including a wide variety of rich
mineral, agricultural, forestry and marine wealth. These hopes were, however, dashed by the end of the first
decade. Since the mid-1980s, the country has suffered dramatic economic decline and political instability. It has
gone through five military coups, and a brutal armed conflict that lasted for just over ten years (March 1991-
January 2002). However, since the end of the civil conflict in January 2002, Sierra Leone has made remarkable
progress in consolidating peace, though concerted efforts are required in rebuilding the destroyed social and
economic infrastructure and in reviving the war-ravaged economy.

Poverty in Sierra Leone is widespread and deep. About 26 percent of the population is food poor
and cannot afford a basic diet. There is widespread disparity in the geographical distribution of poverty in that
although about 66 percent of the 4.8 million people live in rural areas, three-quarters of the poor are rural
compared to 54.3 percent for the urban population. Sierra Leone’s National Average Poverty gap is 29 percent,
meaning that the average poor person’s consumption is 29 percent from the poverty line. Sierra Leone’s poverty
profile shows that the main poverty indicators are insufficient food, poor housing, poor healthy, and high infant
and maternal mortality, high illiteracy, and limited access to clean water. The poverty situation is worsened by
the rising incidence of HIV/AIDS, typhoid, malaria and communicable diseases, including tuberculosis.

Source: Sierra Leone Interim and full PRSP, the 2004 UNDP Global Human Development Index and World
Development Indicators

1. COUNTRY CONTEXT

2.1 Political Context

211 Aftermath of Civil-Conflict: Since the mid-1960s, Sierra Leone has suffered from
dramatic socio-economic and political instability that culminated into a brutal armed conflict,
which lasted for just over ten years, from March 1991 to January 2002. The social, economic and
political consequences of the civil conflict were devastating. An estimated 20,000 people were
killed and thousands more injured or maimed. Over 2 million people were displaced (500,000 fled
to neighbouring countries). There was a mass exodus of skilled professionals leaving the country
drained from any skilled manpower. The damage extended to significant loss of property and the
abduction of women and children for sex, labor and combat. Most of the country’s social, political,
economic and physical infrastructure was destroyed or completely vandalized. Mining and
agricultural activities, the lifeline of the country, were essentially brought to a halt. Farms were
rampaged or abandoned while the livestock population was almost entirely wiped out. Successive
peace processes finally ended hostilities in 2001.

2.1.2 Consolidation of Peace: The decade-long civil conflict ended officially in January
2002. Presidential and parliamentary elections were successfully held nation-wide in May 2002,
marking an important milestone on the road to peace and political reconciliation. Local and
Chiefdom elections were successfully conducted for the first time in 32 years in May 2004.
Nineteen local councils were installed and after extensive consultations with line ministries and
other stakeholders including local communities, Government prepared a comprehensive plan for
devolving central government functions to the local councils. The entire country is now accessible
and the Government, with the support of its development partners, has continued to make
significant progress in strengthening peace and security countrywide and the next Presidential and
Parliamentary elections are scheduled for 2007. The Disarmament, Demobilization, and
Reintegration (DDR) programme was concluded in February 2004. A total of around 72,500
combatants were disarmed and over 71,000 demobilized including 6,800 child soldiers. By end
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February 2004, 55,000 ex-combatants had received support for reintegration into active community
life. Virtually all Internally Displaced Persons (IDPs), returnees and refugees have been resettled.

2.1.3 A Truth and Reconciliation Commission was established to enhance peace building and
political reconciliation. The Commission successfully concluded its work in June 2004 and
Government is committed to implementing the recommendations of the Commission. A Special
Court, sponsored by the United Nations, was also established in 2003 to prosecute those that ‘bear
the greatest responsibility for the war atrocities’ and trials are ongoing. With support from the
United Kingdom, the Sierra Leone police is being restructured, focusing on manpower
development and logistics. The restructuring of the Sierra Leone Army is also progressing
satisfactorily with the aim of enhancing operational efficiency. The UN Peace Keeping Mission in
Sierra Leone (UNAMSIL) has commenced its phasing out process taking into account the need to
provide additional time for Government to train and equip the police and military forces. The
Mission is expected to continue to maintain a reduced presence, subject to Security Council
approval. Despite these encouraging developments, post-war Sierra Leone is confronted by a
number of critical challenges, the most crucial being addressing the pervasive poverty and high
level of youth unemployment and improving all aspects of governance.

2.2 Macroeconomic and Structural Context Issues

2.2.1 Economic Growth: Sierra Leone’s economic recovery has remained robust during
2002-2004. The real GDP expanded by 7.4 percent in 2004, an improvement from the growth rate
of 6.5 percent and 6.3 percent attained in 2003 and 2002, respectively. Such high growth rates are
common for countries emerging from conflict owing to the low statistical base on almost all
productive activities. The sustained recovery in GDP growth is broad based, embracing agriculture,
mining, construction, manufacturing and services. This post-conflict recovery has been propelled
by the growth of donor-financed imports, large-scale resettlement and reconstruction activities,
major increases in land under cultivation, increased investor confidence as well as growing
remittances, and investments by the Sierra Leone expatriate community. Cash crop production
increased sharply with resettlement, particularly for coffee, cocoa, groundnuts and palm kernels.
The officially registered output of diamonds in 2003 expanded by 44 percent over the 2002 total of
352,000 carats. A major kimberlitic diamond mine has begun producing in the first quarter of 2004.

2.2.2 Despite the substantial progress made in economic recovery, the economic fundamentals
remain weak. First, the gross national savings are low, amounting to only 6.7 percent of GDP in
2003, compared to 5.3 percent in 2002. The low rates of savings reflect the low-income levels as
well as institutional weaknesses to support the savings process. Second, as a consequence of low
domestic savings, the share of GDP devoted to investment continues to be low, reaching 10 percent
in 2002 and 15.5 percent in 2003. The investments were mainly financed from foreign borrowing.
Policies to increase savings and enhance greater domestic and foreign investment are therefore
necessary to increase productivity and economic growth over the medium term.

2.2.3 Fiscal Policy: Fiscal performance in 2003 was complicated by delays in external budget
support. Expenditures were adjusted downwards in compensation for the delays. This left a fiscal
balance of -6.7 percent of GDP, well below the program target. This adjustment was not enough,
however, to fully compensate for the loss in expected external financing. As a consequence,
recourse to domestic credit and monetary growth were higher than programmed. Estimated
spending is expected to have accelerated in 2004, due mainly to a sharp increase in investment
spending which exceeded reductions in non-interest recurrent spending as a share of GDP. This left
an estimated fiscal balance equivalent to -7.5 percent of GDP in 2004. Additional delays in external
budget support through the third quarter of 2004 temporarily boosted recourse to domestic credit
although this was reversed as aid materialized.
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2.2.4 Monetary Policy: Monetary policy in 2004 accommodated the expansionary fiscal
stance and allowed the private sector credit to continue to grow at a rapid pace. The rapid increase
in broad money can be attributed to the faster-than-programmed expansion in bank domestic assets.
Private sector credit started to grow rapidly in 2002 and increased by nearly 65 percent in 2004.
The sector accounting for this increase were commerce and finance, manufacturing, construction,
and services, signifying a pickup in economic activities in these sectors from low post-conflict
levels. The banking system’s net credit to the government also increased substantially. The yield on
treasury bills at end-2004 was 20.2 percent compared with 15 percent a year earlier.

2.2.5 Price Inflation: Inflation remained low in 2001 and 2002, but increased to 8.2 percent
and 13.6 percent in 2003 and 2004. The increase in inflation in 2003 and 2004 is attributed to the
higher international fuel prices that prevailed, especially in 2004, and their effect on transport costs,
the expansion in broad money, and the continued depreciation of the Leone against the U.S. dollar
and other international currencies. However, following the Government’s decision to tighten
monetary policy at the end of 2004, inflation declined to 7.5 percent by early 2005. The
government is committed to lowering and maintaining inflation below the single digit range in the
period ahead.

2.2.6 Balance of Payments: Sierra Leone’s external current account deficit in 2003 rose to
about 14 percent of GDP, reflecting increased imports related to reconstruction activities and the
higher cost of fuel. Foreign trade during 2003 rose by 23 percent from a year earlier, as manifested
in the significant increases in both import payments (owing to a general rise in commercial activity)
and export receipts, mainly because of the further boost in mining and agricultural output.
Officially recorded diamond exports have benefited from the international adoption of the
Kimberley Process Certification Scheme. As a result, proceeds from the export of diamonds
increased by 83 percent in 2003. Agricultural exports also expanded strongly but continued to
account for only a small share of total exports. Export earnings from agricultural commodities
increased by 71 percent, mainly because of a market rise in cocoa exports. The total import bill
showed an increase of about 16 percent in 2003 over 2002. Payments for petroleum products,
machinery, transport equipment, and manufacturing goods for reconstruction activity mainly drove
import growth. The increase in petroleum imports reflected higher volumes to meet rising domestic
consumption as well as an increase in world market prices for petroleum products.

2.2.7 External Debt: Sierra Leone’s total public and publicly guaranteed external debt stock
stood at US$1,630.4 million as at the end of December 2003, compared to US$1.2 billion and
US$1.4 billion as at end of 2000 and 2002 respectively. Multilateral creditors accounted for about
59%, bilateral 27% and the residual balance due to commercial creditors. The total stock of debt
continued to be dominated by debts owed to multilateral creditors (US$945.9 million) and bilateral
creditors (US$434.7 million), accounting for 58 percent and 27 percent, respectively. Other debts
like military (US$19.8 million) accounted for 1.2 percent whilst the residual (US$230.0 million) or
14.1 percent was owed to commercial creditors. As at end-June 2004, total identified and verified
external commercial and short-term debts stood at US$229.9 million.

2.2.8 Domestic Debt: Domestic debt has gained prominence in post-conflict Sierra Leone
both in terms of its growing size and its management. There are three categories of domestic debt:
1) debt instruments for domestic financing of the budget, constituting 91-days treasury bills, 12-
month treasury bearer bonds, and central bank advances; ii) arrears owed to domestic suppliers -
contractors, private enterprises; and (iii) outstanding bills owed to parastatals by government
ministries, departments and other agencies. As at December 2004, the total stock of domestic debt
had increased by 30 percent to Le. 1,024.3 bn from Le 787.3 bn in 2000. The rapid increase in the
domestic debt is mainly attributed to the substantial issue of treasury bills and treasury bearer bonds
to finance the fiscal budget. Commercial banks hold the largest share of Sierra Leone’s domestic
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debt instruments, estimated at 35 percent. The rest of the debt is held by the non-bank public sector,
which includes the National Social Security Investment Trust (NASSIT), discount houses and the
general public. Interest rates on domestic debt instruments have been increasing rapidly and by
December 2004, the rates had reached 27 percent and 23 percent for the treasury bills and treasury
bearers bonds respectively.

2.2.9 HIPC Programme: In March 2002, Sierra Leone reached the Heavily Indebted Poor
Countries (HIPC) Initiative decision point, which made it eligible for US$950 million in debt
service relief, which was approximately 80 percent of the country’s outstanding foreign debt. Under
the programme, bilateral and commercial creditors will grant Sierra Leone debt relief of US$228
million (38.0 percent), and US$ 40 million (6.7 percent) respectively, while the multilateral
creditors will deliver the remaining US$ 332 million (55.3 percent). The Bank Group’s
participation in the programme was approved on 12 June 2002, and amount to US$ 42.81 million in
end-2000 NPV terms. The debt relief will release Sierra Leone from up to 80 percent of its debt
service obligations to the Bank each year until the entire amount of US$42.81 million is delivered.
As at mid-April 2005, the Bank had delivered debt relief equivalent to US$ 7.2 million in NPV
terms.

2.2.10 Under the HIPC Initiative, Sierra Leone has reached agreements for debt relief on
Naples Terms with all Paris Club creditors except Japan, and seven out of 11 agreements on
Cologne terms have been signed. Draft agreements for most outstanding cases have been prepared.
A significant reduction in the net present value (NPV) of debt, relative to projected exports, is
expected after Sierra Leone reaches the HIPC completion point expected around the end of 2006 at
the earliest. All non-Paris Club official creditors have agreed to deliver debt relief, or indicated
their willingness to do so. A debt buy-back operation, to be financed by the World Bank for
validated commercial obligations is under consideration.

2.2.11 Debt Sustainability Analysis (DSA): On the basis of the DSA conducted by the
Government and the IMF in 20042, Sierra Leone’s external debt appears to be sustainable during
2005-2007 after the unconditional delivery of the enhanced HIPC assistance. The Net Present
Value (NPV) of debt to export ratio was estimated at 139.9 in 2005 and 129.1 in 2007. The NPV of
debt to revenue ratio was estimated at 161.9 percent in 2005 and 159.4 in 2007. However, the NPV
of total debt to export after unconditional HIPC relief delivery is likely to remain above the
established threshold of 150 because of the expected new high borrowing during the period to
finance economic reconstruction programmes. The situation is worsened by the slower than
expected recovery in exports. Since the domestic debt burden is excluded, however, the present
DSA is considered partial and would not give a comprehensive analysis of Sierra Leone’s total debt
burden.

2.2.12 Structural Reforms: Over the period 2002-2004, the Government made progress in the
implementation of the structural reforms that were stalled during the civil conflict. The reforms
largely aim at strengthening financial and economic management, building capacity in the civil
service and improving service delivery. A few of the reforms that have been implemented include:
1) the medium-term expenditure framework (MTEF); ii) the establishment of the National
Commission on Privatization and the preparation of the Government’s divestiture programme; iii)
the establishment of the National Revenue Authority and the implementation of policies that focus
on mobilizing domestic revenue and administering the tax and non-tax system; iv) reforming Sierra
Leone’s public procurement system through the 2004 Public Procurement Act; v) initiating the
civil, service reform programme by undertaking the functional review of line ministries’ human
resources requirements; and vi) judicial and legal reforms aimed at improving the justice system.

2 Reported in the IMF, Sierra Leone: Selected Issues and Statistical Appendix, October 2004
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2.2.13 More recently, the Government has embarked on a decentralization programme that
aims at facilitating the transfer of functions from line ministries to local councils. The
decentralization programme is based on the recognition that a major contributing factor to the ten-
year civil war was the antagonism of a large section of the population who were marginalized from
the political process and deprived of social services and economic development. Decentralisation
process is based on the 2004 Local Government Act, and the key elements of the programme
include: i) empowering the local council with substantial expenditure and revenue generation
responsibility, and at the same time, empowering the communities to hold the councils accountable
for their decisions; ii) using a transparent and equity-based formula grant system to allocate central
government transfers across councils, which will improve equity in resource allocation; and
promoting a healthy competition among the local councils to encourage better performance in
service delivery as well as innovation and learning. As a first step in this process, nineteen local
councils were installed and after extensive consultations with line ministries and other stakeholders
including local communities, the Government prepared a comprehensive plan for devolving central
government functions to the local councils. The devolution plan also specified the sequencing of
the devolution process

2.2.14 The implementation of structural reforms over the period 2002-2004 have helped in
kick-starting the more comprehensive requirements of the PRSP implementation, including
introducing accountable and transparent public procurement and service delivery systems, and
creating a level playing field for private investment. Other aspects of the on-going structural
reforms have been covered in the Sectoral Context Issues and in the priority Crosscutting issues of
this CSP.

2.3 Sectoral Context Issues

2.3.1 Productive Sectors

2.3.1.1  Agriculture: Agriculture is the largest provider of employment in Sierra Leone, and is
the largest single sector in the economy, producing around 45 percent of GDP and giving jobs to an
estimated 2.5 million people. The revival of the sector is therefore crucial in achieving the
government’s medium term development objectives of promoting economic growth, fighting
poverty and increasing food security. Moreover, given that 75 percent of the population reside in
the rural areas, any strategy to achieve broad based poverty reduction must focus on agriculture and
rural development. The sector is therefore crucial in addressing issues of food security, poverty
alleviation, economic growth and increased traditional exports.

2.3.1.2  Current estimates by the Ministry of Agriculture and Food Security suggest that the
food production levels, which had dropped during the 1990s, are returning to pre-war levels. Paddy
rice production, for instance, more than doubled in 2002 reaching 422,000MT from the decimal
output of 198,000MT in 2000. However, more work is required before the optimal output of
543,000MT can be reached. There has been a similar pattern for other crops. Livestock production
is estimated to have declined to only 7 percent of the pre-war levels. Deforestation has increased at
a rapid rate of nearly 12,000 hectares per annum due to the need to meet the national requirements
for timber and fuel wood. In the fisheries sub-sector, the total catch is estimated to have declined
from 230,000 metric tonnes in 1990 to below 100,000MT by 2002.

2.3.1.3 Low capital investment, weak research and poor extension services, inadequate access
to finance and markets as well as inputs beset the sector. Infrastructure investment is also required,
especially with respect to the poor networks of feeder roads. Apart from rehabilitating
infrastructure, some of the other more general constraints facing agriculture in Sierra Leone
include: (i) the need for upland fallow to prevent degradation; (ii) need for forest cover to protect
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swamp-ecosystems; (iii) land for mining, (iv) unsuitability of some of the land for rice cropping, (v)
high labor cost to bring virgin swamps under cultivation, (vi) inaccessibility of many lowland
ecosystems due to lack of feeder roads, (vii) adverse environmental impact of land clearing. The
other constraints include declining soil fertility and low crop productivity, inadequate research
system, poor extension service, and poor/inadequate rural infrastructure. Reviving the sector will
take considerable time and resources.

23.14 Mining: The mining sector is the largest contributor to the country’s foreign exchange.
Before the conflict, the sector generated about 20 percent of the GDP, 90 percent of the registered
exports and about 20 percent of fiscal revenues. The fortunes of this sector — especially those of the
mining of diamonds, gold, rutile and bauxite — directly impact on the economy as a whole, and on
the ability of the government to generate resources. Since the end of the war, and the restoration of
government authority and security in the mining areas, the prospects and contribution of the mining
sector have improved significantly. Mining activities have intensified and supported economic
recovery and revival of life in many erstwhile abandoned mining communities.

2.3.1.5  The mining sector is also an important source of employment. According to the Ministry
of Mineral Resources (MMR), there are over 100,000 workers legally engaged on mining licenses
throughout the country, mainly in small-scale and artisanal diamond mining. The official
employment potential of artisanal mining for gold and diamonds is large; at present many workers
are employed in illegal mines.

2.3.1.6  Government’s goals in the mining sector are to restore its significance to the economy
through increased output, employment, fiscal revenues and foreign exchange earnings. The
strategies in the large-scale sub-sector include (a) reactivating existing rutile, bauxite and diamond
mines, (b) promoting the development of an existing pipeline of identified promising deposits, and
(c) promoting exploration of favourable geological target areas to develop and maintain adequate
pipelines of promising prospects that can be proposed to potential investors.

2.3.1.7  Government will also continue to adopt measures to reduce illegal mining and eradicate
smuggling of minerals. In a bid to regulate sector activities, Government has initiated new policies.
The new Core Mineral Policy of 2003 improves on the goals and objectives of previous policies
and programmes. It is aimed at achieving the following broad objectives: (i) optimal prices for
diamonds; (ii) an equitable resource distribution, to improve on the allocation of value in the chain
from digger to exporter; (iii) creation of a positive multiplier effect - the full value of all diamond
purchases should circulate in Sierra Leone to create more wealth; (iv) re-investment in the sector;
and (v) combat illicit diamond mining and smuggling. Through the Kimberly process certification,
official diamond exports have increased from US$10 million in 2000 to about US$125 million in
2004,

2.3.2 Infrastructure

2.3.2.1 Although the country’s infrastructure needs after the war are immense and still
growing, priority has been given to improving the energy supply, roads and maritime/fluvial and air
transportation as well as information and communication technology (ICT) sectors on the basis of
their potential to transform the economy, accelerate growth in the productive sectors and rapidly
improve market access as well as increase access of large poor rural communities to life enhancing
services. This set of supportive infrastructure is expected to provide the necessary incentive for
both local and foreign investment and is an important pre-condition for the establishment of an
enabling environment for private sector activities.
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2.3.2.2  Energy: One of the most fundamental constraints on job creation and poverty reduction
in Sierra Leone is the limited availability of electric power. The country’s energy sector is
characterised by an over-dependence on fuel wood and a low per capita total energy supply, 0.20
ton of oil equivalent (toe) compared to 0.70 toe for the African Continent. Around 4.2 million cubic
metres of fuel wood are collected from the country’s forests to provide 80% of the country’s total
energy supply. Seventy percent of the fuel wood is utilised in households for cooking and the
balance in fish processing, bakeries, potteries and other small-scale industries. Before final
utilisation, 30 per cent of the amount of fuel wood is converted into charcoal during which up to
75% of the wood’s energy content is lost. The balance (20%) of the country’s total energy supply is
essentially derived from 200,000 tons of imported petroleum products.

2.3.2.3 The National Power Authority (NPA), which is State owned, operates a major
electricity network in the Freetown area and a smaller one in the towns of Bo and Kenema. NPA
has around 50,000 customers and the percentage of the population having access to electricity in
the country is around 10%. A thermal power station with available capacity of 27 MW supplies
electricity to the Freetown area where the unconstrained base demand is 34 MW. The gap in
generating capacity coupled with the unreliability of the generators leads to power outages with
customers being supplied an average of 12 hours over 2 days. Further, the transmission and
distribution system is inefficient resulting in 33% electricity losses between generation and
utilisation. On per capita basis, electricity production in Sierra Leone is 22 kWh compared to the
African average of 512 kWh. To increase the country’s electricity supply, the Government is in the
process of restarting the Bumbuna Hydroelectric Project whose implementation was suspended at
the onset of the civil war in April 1997. The project will provide the country with an additional
generation capacity of 50 MW at a cost of 6 US cents per kwWh, which is lower than the present cost
of electricity generation in the Freetown area (11 US cents per kwh).

2.3.2.4  Sierra Leone has to make significant investment in energy and the power sector. As of
2004, there were no more than 40,000 registered customers for the National Power Authority
(NPA), most of them in Freetown. Urban consumers therefore still rely upon charcoal and kerosene
for cooking and lighting, while the well-to-do families install their own generators. Electricity
consumption in 2004 was estimated to be only 55 kilowatt-hours per-capita (kwh/capita) compared
to the regional average of 495 kilowatt-hours per-capita and 8,503 kwh/capita in the OECD
countries.

2.3.25  Transport: In Sierra Leone, the domestic movement of goods and people is dominated
by the road sub-sector with the other sub-sectors playing a less significant role. For international
transport, aviation and maritime serve as the dominant sub-sector for people and goods movement
respectively. The sparse coverage, unreliability and extremely high cost of transport constitute huge
barriers to sustainable economic growth and poverty reduction. The key development objectives of
the transport sector are: i) to improve physical access to rural and riverine communities and markets
through an improved and sustainable trunk and feeder roads system and coastal and river transport
networks; ii) ensure access to affordable basic transport services for the movement of persons,
goods and services, especially for the rural areas, inclusive of the promotion of non-motorized
transport; iii) establish sustainable financing for maintenance of the road network, restructure the
Road Fund administration and build institutional transport sector capacity; and iv) reducing
shipping costs to international levels by addressing existing inefficiencies in the Freetown port.

2.3.2.6 Roads: Sierra Leone has 2,140 km of primary roads of which 756 km are paved, about
1,900 km of mostly unpaved secondary roads and about 8,200 km of tertiary roads. About 25
percent of the network is classified as good, 31 percent as fair and 44 percent as in a poor state. The
road network is severely deteriorated. There are few passable roads in most rural areas, resulting in
extremely high transport costs, market segmentation, and rural impoverishment, contributing to
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lack of access to health care and schools. However, some key road links are now under
construction and planning and will in the near future link Freetown to Conakry and Monrovia as
well as to certain centers in the interior.

2.3.2.7 Maritime and Fluvial: Sierra Leone Ports Authority (SLPA) has one major port located
in Freetown, which has 6 berths and one oil terminal. In addition, the country has two mining ports,
Niti for rutile and Pepel for iron ore, which are currently in operational. Sierra Leone’s port
facilities handled a dry and liquid cargo throughput of approximately one million tonnes in 2004.
Shipping costs are above international levels, due mainly to the inefficiencies of the Freetown port.
Key constraints are shipping delays, pilferage, high tariffs and long turn-around time. With an
Inland Waterway System of approximately 800 km of which about a third are navigable and an
extensive coastline of over 300 km there is great potential for water transport. Ferry services from
Freetown to Lungi have been partially improved but still suffer from delays, unreliability and lack
of enforcement of safety regulations. There is scope for improving the artisanal and privately
operated coastal, riverine and island ferry services, through the construction of jetties, upgrading of
vessels, acquisition of larger and safer ferries and the possible creation of a Freetown regular
coastal ferry shuttle service that would reduce urban road congestion in the capital.

2.3.2.8 Water Supply and Sanitation facilities: Rapid population growth, especially in
Freetown, has rendered demand for water and sanitation services to outstrip supply by a substantial
margin. About 57 percent of the population had access to improved drinking water in 2000. The
urban / rural disparity was indicated by the 2000 MICS Il Survey, which estimated that about 74
percent of the population in urban areas had access to safe drinking water compared to 46 percent
in the rural areas. Data from the 2003 Pilot Population Census show that majority of households
(42.6 percent) depend on rivers/streams and another 25.9 percent on ordinary wells for water
supply. Small proportions depend on mechanical wells (11.9 percent), public taps (12.4 percent),
tap in compound (5.9 percent) and pipe indoor (1.2 percent). Similarly, less than 5 percent of all
poor households have access to an inside standpipe as a source of drinking water compared to
nearly 88 percent for the non-poor households. The majority of people in the rural areas rely on
water collected from rivers, pools, shallow wells, springs and swamps, all of which are often
polluted and serve as the main sources for contracting typhoid, cholera, dysentery, worms and
parasitic diseases. The Government will therefore have to undertake significant investment in water
supply for household and industrial needs, improving drainage and expanding irrigation.

2.3.29  The problem of water is compounded by the lack of long-term maintenance and/or
destruction of existing facilities in many rural and urban towns during the war. The sanitation
situation is also unsatisfactory. Eighty-three percent of households nationwide use pit latrines,
buckets, bush and rivers/streams as their sanitation systems for human waste disposal. Hardly any
rural village has adequate pit latrines, posing serious health and environmental problems for the
communities. In the urban areas, sanitation problems arise mainly from poor systems of solid waste
disposal. It is a common practice for most households to dispose of refuse by dumping on
roadsides, in drainages, or in backyards. The problem has been further compounded by the
increasing rate of urbanization coupled with the inadequate infrastructure and services for solid
waste disposal. The 2000-MICS2 reported sewage and refuse disposal facilities to be grossly
inadequate and contribute to the spread of water borne diseases and malaria.

2.3.2.10 The government’s overall objective in the water and sanitation sector is to increase the
population’s access to safe drinking water and improve sanitation and to revive and strengthen the
planning and administrative capacity, especially of the Water Supply Division (WSD), Ministry of
Energy and Power, the Guma Valley Water Company (GVWC) and the Sierra Leone Water
Company (SALWACO). These entities are poorly managed and suffer from operational
inefficiencies and administrative losses.
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2.3.3 Financial and Banking Sector

2.3.3.1 Sierra Leone’s financial sector is dominated by the banking sector, consisting of the
Bank of Sierra Leone (BSL) at the apex, 7 Commercial Banks, and 4 Community Banks. During
the war, the commercial banks’ network of branches across the country was substantially affected
as many branches were either burnt down or severely looted. The number of branches currently
stands at 34 following reconstruction work; these are mainly located in Freetown and the provincial
headquarter towns. There are also other financial institutions such as the National Development
Bank, National Co-operative Development Bank, Post Office Savings Bank, Sierra Leone Housing
Corporation, Finance and Trust Corporation, First Discount House Limited, Home Finance
Company, 44 Foreign Exchange Bureaus and 8 Insurance Companies. Apart from the discount
house, insurance companies and foreign exchange bureaus, the rest of these institutions are largely
dysfunctional in terms of providing meaningful financial intermediation services. The community
banks, which have replaced the now defunct rural banks, have the important role of providing more
concessional financial services to local communities than do the commercial banks. These pilot
banks are expected to empower communities to own and manage their development process, to
broaden the financial system, and to provide an institutional anchor to the Government’s micro-
finance programme.

2.3.3.2  Diagnostic studies or assessment of the financial sector identified both systemic and
institutional inefficiencies. These have contributed to the high cost of financial intermediation and
limited the availability of financing for productive investment, especially for small and medium-
size enterprises. Legislative and other structural inadequacies also handicap the financial sector.
These inadequacies include: a high volume of non-performing loans; inadequate judicial procedures
for loan recovery; inadequate credit risk evaluation mechanisms for bank clients; and high
intermediation costs. They have been aggravated by the protracted period of civil strife, and by the
system’s generally limited outreach facilities.

2.3.3.3  To address these problems, the Bank of Sierra Leone Act and Banking Act were revised
in 2000 to provide a sound legal framework for the banking system consistent with a more
independent central bank and effective banking supervision. New banking regulations were issued
to the commercial banks, requiring increased capital, reporting in line with international standards,
and actions to make the institutions more robust. The regulatory and supervisory role was extended
to other financial institutions, which led to the enactment of the Other Financial Services Act in
2001,

2.4 Priority Cross-cutting Issues

24.1 Governance: Sierra Leone suffers from all aspects of poor governance that arise mainly
because of an over-centralized system of administration, an over-burdened and ineffective judicial
system, weak and inefficient public and local government institutions, thriving corruption,
mismanagement, inappropriate fiscal policies and ill-conceived economic policies. Similarly, the
justice system is plagued with outdated laws, inadequate personnel and logistical problems, leading
to backlogs of cases, delays in proceedings and too many adjournments, making it difficult for the
poor to access impartial and equitable justice. For the rural poor, access to justice is usually through
the local courts presided over by court chairmen and clerks. The courts are also constrained in
many ways, including limited jurisdiction over relatively minor matters, lack of logistics, and most
importantly, discriminatory laws against women and children especially in matters relating to land
ownership and inheritance. Heavy fines and unreasonable punishments form part of the long list of
problems. Added to this plethora of problems is the weak and inefficient civil service with a poor
record of service delivery, especially to the poor.
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2.4.2 The Government continues to undertake various measures to strengthen good
governance in Sierra Leone. Based on the limited Country Financial Accountability Assessment
(CFAA) conducted in 2001, a number of reform measures have commenced, which will continue to
be implemented within the unfolding decentralization framework to ensure the effective use of
public resources in the implementation of the PRSP. The main components of these reforms
include: (a) improving the legal framework for the budget process; (b) improving policy making
and budget planning; (c) strengthening budget execution; (d) improving capacity for accounting
and reporting; (e) improving the effectiveness of monitoring and control systems; (f) designing and
supporting financial management systems for local governments; and (g) reforming the public
procurement system.

2.4.3 On fighting corruption, the Government established the Anti-Corruption Commission
(ACC) in 2000. An important strategy of the ACC is to identify and focus on corrupt individuals,
including politicians, public officers, civil servants and their accomplices. This effort has been
greatly aided by the tremendous response by the public in reporting their complaints and allegations
to the ACC. This gain will be consolidated by action in a number of areas including the building of
coalitions with civil society, additional training for the professional staff of the Commission as they
confront corruption in all its manifestations; the recruitment of qualified accountants and auditors;
and the expansion of the Commission’s activities to all parts of the country.

2.4.4 Experience gained in operating the Anti-Corruption Act 2000 revealed a number of
shortcomings that needed to be addressed through amendments. The amendment was effected in
the Anti-Corruption (Amendment) Act 2002. However, further amendments are required in order to
enhance the performance and strengthen the enforcement powers of the ACC. Accordingly, plans
have been formulated for a complete review of the current Act and redrafting of a new Anti-
Corruption Act.

2.4.5 Gender Issues: Women constitute 50.3 percent of the total population of Sierra Leone.
Their status is low and is steeped in deep structural discrimination by traditional custom and law.
Based on the unpublished Gender profile that was prepared by the Bank Group in 2001, the
Gender-related Development Index for Sierra Leone of 0.3573 indicates that women suffer greater
deprivation and achievement levels than men. The Gender Empowerment Measure, which
measures gender inequality in economic and political participation and decision making, is at
0.3293, indicating that women in Sierra Leone have significantly fewer opportunities than men
compared with other African countries.

2.4.6 Women and men do not have equal access to resources. Women cannot inherit or own
land in rural areas. Access to official loans is more difficult for women than for men due to their
lack of collateral. Women have very little to say on what, when and how to produce on the so-
called family plot and have little influence on the use of income from this plot. Throughout the
country, and particularly in rural areas, girls have a lower enrolment rate and a poorer level of
performance in education, particularly at the secondary level. The gender gap increased at the
tertiary level with males making up between 80 percent and 87 percent of new enrolments. The no-
fee primary education policy of the Government has significantly increased enrolment, but boys
continue to enrol at higher rates than girls and the gender gap appears to be unchanged. The
retention rate of girls is also lower throughout the country, and particularly in rural areas. Women
are highly under-represented in political parties and in Government, with only 7.5 percent of the
Members of the current Parliament and 5.4 percent of the Paramount Chiefs.

2.4.7 In agriculture, women farmers are responsible for 80 percent of food production,
processing, preparation and distribution and livestock production. Agricultural development
resources often target only the male head of household and fail to cover the specific needs of
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women. In health, only 7 percent of sexually active women use contraceptives. This factor
contributes to the high fertility rate (5.9 in 1999, compared to 5.3 in Sub Saharan Africa). In
Governance, the constitution of Sierra Leone grants equal opportunities to women and men but
laws, particularly customary laws, continue to discriminate against women in areas such as
inheritance. The Government of Sierra Leone has initiated a consultation process to review
discriminatory laws and is a signatory of the Convention on the Elimination of All forms of
Discrimination Against Women (CEDAW), which guarantees women’s political rights. The
Government has also established gender focal points in all the key ministries and has created the
Ministry for Gender and Children’s Affairs, which has drafted a comprehensive Policy on Gender
Mainstreaming. The draft was used to inform the Sierra Leone PRSP, which was launched by
Government on 19 April 2005.

2.4.8 Environment: Sierra Leone faces a number of environmental problems resulting from
natural factors, population growth, economic and social activities, especially mining and
anticipated impact of the displaced people who have started to return to their homes in large
numbers. Some of the factors that have been identified as critical include: (i) land degradation
brought about by a variety of factors such as agriculture and mining activities, cattle grazing,
recurrent bush fires and population pressures; (ii) deforestation due to an increase in the demand for
agricultural land and urban requirements for timber and fuel wood; (iii) loss of biodiversity; (iv)
pollution of fresh water resources due to mining and municipal waste; and (v) poor municipal waste
management. Moreover, the civil conflict has adversely impacted on the environment through the
destruction of water resources and uncontrolled mining activities.

2.4.9 Given the multiplicity of environmental issues, the Government’s specific objective and
strategies in the medium term include: a) to reduce the impact of environmental risks; b)
formulating and implementing sound environmental policies for land degradation, deforestation,
biodiversity, erosion from road construction, urbanization, mined-out lands, urban degradation and
pollution. Critical to all of these is an improvement in the institutional framework governing the
management of the environment. This will be pursued in order to achieve better coordination and
planning among the stakeholders, establish an effective regulatory framework and enforce
standards and guidelines. This will contribute significantly to the implementation of the National
Environmental Protection Act, the existing National Environment Policy (NEP) and National
Environment Action Plan (NEAP).

2.4.10 Participation: The Bank Group acknowledges that Sierra Leone’s full PRSP is the
result of an extensive participatory process, in which open and frank dialogue were held between
cabinet ministers, parliamentarians and the people they represent:-members of the civil society, the
private sector, cooperative associations, local authorities, religious leaders, NGOs, development
partners and beneficiary groups. Participatory methodology included the Strategic Planning and
Action Process, Focused Group Discussions and Participatory Poverty Assessment. Sierra Leone’s
2005-2009 CSP also benefited from the consultation framework established for the preparation of
the full PRSP. The Bank Group during the drafting of the strategy has taken into account their
comments and observation, which have contributed in a valuable manner to the improvement of its
quality. The principal of broad-based consultation and participation will also be applied within the
framework of the Bank Group’s Mid-term Review of progress made under the CSP, tentatively
scheduled for end-2006 or beginning of 2007.

2.4.11 Population:  According to the 2003 Pilot Population census, Sierra Leone has a
population of 4.8 million people. A majority of this population are youth in the age bracket 15-35
years old, who constitute about 33.3 percent of the population. Youths therefore constitute a vital
component of the country’s human resource capacity, capable of exerting profound impact on the
socio economic, political and security needs of the country. Most of the population has undergone a
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violent and radical transformation in the last 20 years, with serious consequences for the strategies
for post-conflict poverty reduction. The pre-war years were characterized by exclusion and low
investment in youth development and education and negligible real opportunities for employment
among young men and women. The war years exacerbated the problem with effective participation
of young people in perpetrating violence, arson and murder, engaging in substance and drug abuse
and rape, and dismantling the law and order apparatus at all levels. Although the crisis is over, the
elements that engaged in these activities, including former combatants, are now part of society in
both urban and rural areas.

2.4.12 HIV/AIDS and Communicable Diseases: Sierra Leone has all the conditions for a
potentially rapid and devastating spread of the HIV/AIDS Virus, given the fact that the country is
emerging from years of rebel conflict characterized by widespread rape and unsafe sex, low
knowledge about the virus among the youth, other risk groups and the public in general and the
widespread practice of commercial sex among young men and women. Malaria and tuberculosis
are prevalent and widespread. Currently, the estimated national prevalence rate of HIV/AIDS is 4.9
percent, with the Western Area having the highest, at 6.1 percent. In April 2002, a National Zero-
prevalence Survey, conducted jointly by the Sierra Leone Statistics Office (SSL) and the US
Centers for Disease Prevention and Control (CDC), showed a national HIV prevalence of 0.9
percent with 2.1 percent in Freetown and 0.7 percent outside Freetown. Moreover, the results of
the first antenatal prevalence study based upon a total of eight testing sites in the country reported
an overall national prevalence of 3.4 percent, and 4.7 percent for the capital, Freetown. These
figures regarding HIV prevalence in the country further demonstrate the urgent need for assistance
to control or rapidly contain a potential post conflict epidemic.

2.4.13 Other HIV/AIDS related challenges include: i) the limited understanding of the disease
and the methods of its spread or transmission among the general population; ii) low acceptance,
poor utilization and limited access to condoms; and iii) low capacity for implementation, especially
among Community-based organizations and NGOs.

2.4.14 Government is receiving assistance in the fight against the epidemic and technical
support in formulating a comprehensive policy framework from its development partners.
However, these efforts still need to be stepped up to match the challenge of prevention and care in
the medium to long term. Government’s medium term objectives are to prevent and control the
spread of the epidemic and provide care and support for the infected population. This is consistent
with the commitment to human resource development and the attainment of the MDGs. The
strategies to achieve these objectives include: i) focusing on priority high-risk groups - youth and
adolescents, commercial sex workers, uniformed personnel, migrant populations, truck and taxi
drivers - for communication on behavioral change and adoption of safer-sex methods; and ii) using
the social, political and religious structures to transmit awareness of the causes and prevention of
HIV/AIDS. In the period 2005-2007, Government will endeavor to integrate prevention strategies
in the reproductive health programmes focusing on young men and women, the education system,
private sector, and the defense sector. Given the nature of the disease, government will also
strengthen the capacity for its management.

2.4.15 Regional Integration: Sierra Leone is a member to several continent-wide and regional
initiatives, such as the African Union (UA), the New Partnership for Africa’s Development
(NEPAD), the Economic Community of West African States (ECOWAS), and the Mano River
Union States. ECOWAS, established in 1975, is the largest regional integration group in West
Africa, embracing 15 countries, and is home to 240 million people, with an average per capita
income barely above $300 and half the population lives in absolute poverty. The region is
politically and economically highly fragmented. While recorded intra-regional trade is still small,
about 10 percent of total trade, there have always been exchange of goods, mainly food and small
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wares, as well as migratory movements of people between countries, mainly from landlocked to
coastal areas. These migrations have constituted important sources of income for large segments of
the population.

2.4.16 Currently, ECOWAS has embarked on a two-track approach to integration in West
Africa, in which countries outside the CFA zone (Nigeria, Ghana, Guinea, the Gambia, Liberia and
Sierra Leone) agreed to forge increased cooperation and integration in the framework of the
Monetary Cooperation Programme (MCP). The MCP for the non-CFA zone countries calls for the
eventual creation of a common currency and central bank by June 2009, thereby creating the
“Second Monetary Zone” under ECOWAS. The MCP specifies several convergence criteria prior
to the attainment of the envisaged monetary union by 2009, which Sierra Leone is actively trying to
meet. ECOWAS is also responsible for the coordination and monitoring of the NEPAD Program in
West Africa, a key element of which is the NEPAD Infrastructure Short Term Action Plan. The
Bank Group, whose mandate includes the promotion of regional integration and cooperation among
RMCs, has been actively participating in the implementation of regional integration initiatives,
including NEPAD, the African Union and ECOWAS. The Bank will provide support to RMCs
within the context of a Regional Integration Assistance Strategy (RIAS) for West Africa, which is
currently under preparation.

2.4.17 Labor Market: Statistics on the labor market were unavailable in Sierra Leone during
the time of the CSP Mission. However, suffice it to note that the country has ratified six (6) of the
eight (8) Fundamental Labor Conventions stipulated by the International Labor Organization.
Sierra Leone has not ratified any of the Conventions against Child Labor. However, monitoring
these conventions, under the present circumstances, is difficult because of the extremely weak
capacity in the Ministry of Labor, Industrial Relations and Social Welfare. The limited capacity is
reflected by the fact that the Labor Inspectorate Department has no means of transport, while the
Labor Statistics Department has no working equipment.

2.5 Poverty, Social Context and Issues

2.5.1 Sierra Leone’s first household survey since 1989/90 was completed in June 2004 and
preliminary results are now available.> The survey shows that after a decade of brutal civil war,
Sierra Leone now faces an even more desperate poverty situation, with the proportion of the
population below the national poverty line, defined at Le 2,111 per day, inordinately large,
estimated at 70 percent of the population. Moreover, some 26 percent of the population may be
classified as extremely poor, that is, unable to meet 50 percent of their daily needs. In the poorest
districts (where war destroyed tree crops, or which rely on poor subsistence agriculture or artisanal
mining) more than 8 out of 10 people live in poverty, as evident in Box 2 below. Sierra Leone’s
poverty profile indicates that the main poverty indicators are insufficient food, poor housing, poor
health, and high infant and maternal mortality, high illiteracy, limited access to clean water, and
lack of money. The UN Human Development Index, based on social indicators, can be interpreted
as another measure of poverty. Sierra Leone was ranked at the bottom of the index for 2003.*

% A Poverty Assessment is planned in 2005/06.
* United Nations Development Report, Human Development Indicators, 2004.
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Box 2: Sierra Leone: National Poverty Headcount

Food Poor
Non Poor 26%

30%

Other Poor

44%

Source: Sierra Leone’s PRSP, February 2005

2.5.2 Poverty is heavily concentrated in the rural and other urban areas outside Freetown. The
proportion below the poverty line in Freetown is estimated at 15 percent, compared to 79 percent in
the rural areas and 70 percent in other urban areas. The Gini coefficient is 0.39, implying that
income distribution is moderately skewed: the non-poor 20 percent of the population accounts for
about 47 percent of household spending compared to the poorest 20 percent, which accounts for
only 7 percent. Income inequality is relatively higher in the rural areas (0.36), compared to
Freetown (0.32) and other urban areas (0.33).

2.5.3 Preliminary estimates suggest that the economy of Sierra Leone has to grow by at least
5.0 percent per annum in real per-capita terms to prevent the number of poor people from rising.
Such an outcome will depend critically upon the resources available for investment, notably from
the donor community and from fiscal savings. The non-income aspects of poverty are no less acute
than income poverty. Several social indicators provide evidence that the country is near the bottom
of the range in crucial social indices.

254 Education: The Government’s strategic framework for the education sector is provided
in the 1997-2006 National Education Master Plan (NEMP). The policy aim at i) increasing access
to basic education; developing a broad-based education system; improving the quality and
relevance of education; expanding and upgrading technical/vocational education; promoting adult
literacy, non-formal, and informal education; and developing relevant attitudes, skills and value in
children. The policy objectives of the NEMP are reiterated in both the Interim and the full PRSP.

255 The Government’s effort to improve the education system in Sierra Leone has, however,
suffered serious drawbacks as a result of the conflict. As at 2000, 1,270 primary schools, 820
secondary, tertiary and vocational schools and three teachers training colleagues and the Njala
University College had been destroyed. Consequent to the level of destruction, the Government has
continued to focus on rehabilitating and reconstructing the destroyed education institutions since
1999. A back-to-school campaign was also launched through the introduction of free-primary
education policy in 2001. The free-primary education policy was based on the observation that
primary school enrolment had declined from 55 percent of school age children in 1990 to about 42
percent in 2000. After the introduction of the free-primary education policy, Gross Enrolment
Ratio (GER) for primary schools increased to 90.4 percent in 2002. The Gender Enrolment Ratio
(females to males enrolment) in the primary school level further increased from 87 percent in 2001
to 98 percent by 2003. The Gender Enrolment Ratio for Junior and Senior Secondary schools also
rose to 72 and 51 percent respectively by 2003.
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2.5.6 Despite the Government’s post-war effort in rehabilitating the destroyed education
institutions and increasing enrolments at all levels, Sierra Leone’s education system continues to
suffer from the inadequate number of qualified teachers for all the basic and tertiary levels and the
poor state of teaching, especially for science. Equally challenging is the provision of facilities at
junior secondary school level to meet the growing demand from children successfully completing
primary education in all parts of the country. Not all chiefdoms in Sierra Leone presently have
junior secondary schools to meet the needs of children desiring to continue at that level. Higher
learning institutions also face considerable resource constraints, leading to shortages of essential
personnel for science and technology teaching, applied agricultural research and extension, and
health care. This state of affairs in education has negative effects on the country’s ability to sustain
the fight against poverty.

2.5.7 Health: The health situation of the population is one of the worst globally. About 75
percent of the country’s health care facilities or about 415 health care units, including 15 hospitals
and 150 primary health care centers, were rendered non functional, either because of destroyed
building, vandalized equipment and supplies or lack of staff. Arising from the poor delivery of
health services, life expectancy at birth has declined to 38 years in 2002 from 42 years in 1990.
Infant and under-five mortality rates have also risen from an estimated 165 and 284 deaths per 1000
live births in 2002 compared to 185 and 323 respectively in 1990. The maternal mortality rate
during 1985-2002 was estimated at 1800 deaths per 100,000 live births. The country is also plagued
by preventable diseases such as malaria, tuberculosis and cholera, for which cost-effective
interventions are available but are not being used, due mainly to problems with resources of all
kinds, particularly financial and infrastructure resources. In line with the HIPC requirements, the
Government is devoting a substantial portion of the budget to health and education in order to
benefit the large majority of the poor.

2.5.8 The capacity of the health sector is weak, a consequence of the massive brain drain
caused by the civil conflict. In addition, it is estimated that the country lost more than 50 percent of
health facilities and that the remaining ones need rehabilitation, re-equipping, more staff, and
technical and financial support. While many international and local NGOs have successfully
delivered services to districts where public health facilities are not available, they are now,
consequent to the progress made in the peace process, phasing out their aid programmes. This
situation makes restoring the functioning of the health sector one of the most important priorities of
the Bank Group during the 2005-2009 lending cycle.
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BOX 3: Sierra Leone: Poverty Characteristics

Owing to the economic, social and physical destruction caused by the decade-long conflict, Sierra Leone finds
itself deeply impoverished, with the result that the current status of most Millennium Development Goals (MDGSs)
and other poverty indicators, have deteriorated from their base year (1990) position.

The status of other MDGs such as reducing the proportion of people suffering from extreme hunger, increasing
access to safe drinking water, and combating the spread of communicable diseases and HIV/AIDS is also
disappointing and gender inequality persist. Sierra Leone will therefore find it difficult to achieve most MDGs by
2015. Sierra Leone’s infant mortality and maternal mortality rates, for example, are the highest in the world. Life
expectancy at birth was only 34 years in 2002 compared to an average of 46 years for sub-Saharan Africa and 65
years for all developing countries. Given the poor performance with respect to the MDGs, Sierra Leone has to make
huge strides in the years ahead in order to come close to achieving the MDGs by 2015.

(in Percentage)

1990 2000 2015
Target
1) Population living in extreme poverty 57 70/1 28.5
2) Universal primary education (net primary school enrolment) 52 42 100
3) Proportion of children under five years that are underweight 24 27 12
4) Population without access to safe drinking water 35 57 175
5) Children under one-year immunized against measles 79 60 100
6) Infant mortality rate per 1,000 live birth 302 284 100
7) Maternal mortality ratio per 100,000 live birth 700 1,800 175
8)HIV prevalence rate among adults 15-49 years - 4.9 0.0

Source: World Development Indicators Database, April 2004; UNDP; and the PRSP, 2005

2.6 Medium Term Economic Outlook and External Environment

2.6.1 Constraints: A fundamental medium term economic constraint confronting Sierra
Leone relates to the gradual phasing out of preferential allocations by development partners that
were based on emergency post-conflict considerations. The projected decline in donor funding is a
common occurrence in post-conflict countries, especially in the third year of successful
consolidation of the peace process. Regarding Sierra Leone, the return to normal levels of
development assistance will mean a substantial reduction in the country’s foreign inflows, which
will impact adversely on the balance of payments and the overall macroeconomic situation.

2.6.2 Corruption and the lack of accountability and transparency in the management of public
sector resources could also undermine economic growth over the medium term. Though some
progress continues to be made in this area through past reforms supported mainly by the ADB, the
World Bank, the IMF and the European Union, some weaknesses persist that need to be addressed
in future. Such weaknesses include: (i) linking of the budgetary system to the PRSP process; (ii)
need to improve the current accounting system by strengthening internal controls and the
effectiveness of the internal audit system; (iii) the inadequate human resources development and
shortage of qualified accountants and auditors; (iv) the backlog of un-audited public accounts; and
(v) the inadequate service delivery.

2.6.3 The war caused tremendous damage to the country’s public and private sector
institutions, following the systematic, large-scale destruction of Ministries and other administrative,
educational and health institutions. Past efforts by development partners, including the Bank, to
address this problem are significant, but as yet insufficient to address the huge capacity-building
needs of Sierra Leone. The problem of the weak capacity is further compounded now that virtually
the entire country is under Government control. Rebuilding the destroyed capacity will, no doubt,
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constitute, a key challenge in the period ahead. In addition, the looming HIV/AIDS epidemic has
clearly emerged as a threat to the population and to Sierra Leone’s long-term development.

2.6.4 Prospects: Sierra Leone is well endowed with agricultural and mineral resources. The
country’s mineral resource endowments include high quality deposits of alluvial and kimberlite
diamond, rutile, gold, bauxite, iron ore and chronium. Production in most mines is temporarily
abrogated, but there is anticipation that rutile mining will resume in 2005. Considerable opportunity
also exists for the development of agriculture, agro-based industries, mining, fisheries, hydropower
and tourism. On account of the rich resource base, the country has the potential to achieve and
sustain much faster rates of economic growth, which it needs in order to make-up for the lost
decade that was characterized by the civil conflict and to reduce the widespread poverty.

2.6.5 Over the 2005-2007 period the average real GDP growth is forecast at 7.7 percent per
annum. This augurs well for poverty reduction since 5 percent per annum is estimated to be the
minimum rate needed in order to ensure that the number of people in poverty estimated to be 70
percent in 2003/2004 does not increase. This outcome is contingent upon the resumption of large-
scale mining in 2005 and the maintenance of an investment rate of at least 21 percent of GDP. This
target will also require increases in both private and public savings rate because foreign savings are
projected to decline by 10 percent of GDP between 2004 and 2007.

2.7 Private Sector Business Climate and Issues

2.7.1 The private sector in Sierra Leone comprise mainly of small-scale industries and
informal sector activities. However, the formal ones are very limited both in terms of numbers and
contribution to the GDP. As in other post-conflict countries, the business environment, as well as
physical and financial infrastructure, are still too weak to allow proper development of the private
sector.

2.7.2 In recognition of the key role that re-establishing of a conducive legal and regulatory
framework and rehabilitation and reconstruction of basic infrastructure (including power, potable
water and sanitation) plays in attracting investment, including FDI, Government has initiated a
number of key reforms. The Government enacted a new investment code in August 2004, based on
international best practices. The new investment code provides several incentives to potential
investors, including exemption from payment of sales tax for importation of plants, machinery and
spares. In parallel, the Sierra Leone Export Development and Investment Corporation (SLEDIC)
has become a One-Stop-Shop for export and investment promotion. Government has also taken
necessary steps to confirm internationally its commitment to good business practices. In particular,
Sierra Leone has subscribed to Multilateral Investment Guarantee Agency (MIGA) and
International Center for Settlement of Investment Protection Disputes (ICSID) regulations. It has
also entered into a bilateral investment protection agreement with the United Kingdom. Besides
enacting legislations to improve Sierra Leone’s investment climate, the Government is also
implementing the Common External Tariffs (CET) of Economic Community of the West African
States (ECOWAS).

2.7.3 The expansion of mining activities, one of the most important sectors in the country has
been hindered over the years by the lack of effective administration and enforcement of mineral
rights. This situation has contributed to increased insecurity in the alluvial diamond mining areas
and finally reduced the ability of Government to monitor revenues accruing from mining. In
December 2004, the Government installed the mining cadastral system. Its implementation is
starting in Kono district in 2005 before it covers the other regions. It should be completed over a
two year period. Alluvial diamond miners are also benefiting from assistance from the Peace
Diamond Alliance, an organization consisting of local communities, Government ministries, local



19

and external NGOs, private firms and external donors such as DfID and USAID. The Alliance
helps miners organize themselves into cooperatives that sell diamonds at prices closer to world
market prices.

2.7.4 In 2001, the Government approved a new strategic plan for the divestiture of state
enterprises and established the National Commission for Privatization (NCP). So far, 24 enterprises
have been identified for privatization including commercial Banks, utility companies (electricity,
water, ports and airports sectors). It should be noted that in early 1990s, 44 public enterprises were
to be privatized. Government succeeded in completing 14 deals.

2.75 Micro-finance: Micro-finance schemes are currently being implemented in Sierra
Leone with a view to promoting small-scale enterprises and informal sector activities in
manufacturing, trade and services. The key objectives of micro-finance policy are to: i) integrate
micro-finance into the formal financial system; and ii) facilitate provision of viable and sustainable
micro-finance services to low income households in a transparent and accountable manner so as to
foster economic activity, boost real incomes and reduce poverty. The rural community banks
established by the Bank of Sierra Leone and other rural non-bank financial intermediaries are
expected to provide an effective vehicle for the implementation of this policy. Low-income
households, especially in the rural areas, will benefit from the resources provided by micro-finance
institutions to start, expand and diversify economic activities, and to improve management of their
resources. The National Cooperative Development Bank, a leading institution in the provision of
micro-finance to cooperatives around the country, will also be strengthened to make it more
commercially viable.

2.7.6 Informal Sector Activities: The development of informal sector activities is crucial in
providing gainful and productive employment opportunities to the unemployed youth, war-victims,
ex-combatants, and the disadvantaged members of the society. The government is also in the
process of developing an appropriate Small and Medium Sized Enterprises (SMEs) policy and
regulatory framework. The policy is expected to facilitate the removal of impediments to SMEs,
and the development of a private sector development foundation. The SME strategy will further
seek to empower enterprises by increasing access to micro-finance, especially for youth groups and
women.

I1l.  NATIONAL DEVELOPMENT AGENDA AND MEDIUM TERM PROSPECTS
3.1 Key Elements of the Government Development Agenda

311 Sierra Leone’s medium term Development Agenda is outlined in the full Poverty
Reduction Strategy Paper (PRSP) or what is termed as the National Programme for Food
Security, Job Creation and Good Governance. The PRSP, which was launched by the
Government on 19 April 2005 presents a detailed analysis of the situation of poverty in Sierra
Leone and identifies factors such as bad governance, corruption, poor economic management,
stagnated economic growth, increased vulnerability due to the prolonged civil conflict, massive
unemployment, and poor provision of basic public services, as some of the interrelated factors that
continue to increase poverty in Sierra Leone.

3.1.2 The overriding objective of the PRSP is to reduce the poverty head count in Sierra
Leone, which increased from about 57 percent of the population in 1990 to 70 percent of the
population in 2004, or about 4 million people. This objective will be met through achieving a very
ambitious growth rate of 8-9 percent per annum (6-7 percent per-capita) between 2005-2009. The
growth rate, in turn, will be promoted by actions to be taken under the three pillars of the PRSP.
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3.1.3 The foundation of Sierra Leone’s PRSP is a series of extensive consultations conducted
throughout the country. These consultations were characterized by open and frank dialogue
between government and the people represented by key stakeholders -cabinet ministers,
parliamentarians, NGOs, members of civil society, the private sector, cooperative associations,
local authorities, religious leaders, development partners and beneficiary groups. The participatory
methodologies included the Strategic Planning and Action Process, Focus Group Discussions and
Participatory Poverty Assessments. Civic engagement on the PRSP was led by NGOs. National
and District consultations on the draft poverty strategy and validation workshops for the final draft
PRSP were also organized.

3.14 Pillars of PRSP: The PRSP document classifies measures designed to reduce the
poverty head count in Sierra Leone into three pillars. The first pillar, ‘promoting good
governance, security and peace’ is influenced by the recent emergence of the country from a
brutal conflict that reduced the capacity for good governance and security. Although significant
progress has been made in rebuilding various institutions for governing the state and safeguarding
national security, there is still need for deeper reforms and strengthening capacity for effective and
efficient delivery of basic services and long-term sustainable development. The participatory
poverty assessment undertaken for the PRSP emphasized various aspects of bad governance as
among the main causes of deepening poverty. Consolidation of peace and nation-wide
reconciliation are also expected to provide the enabling environment for the transition to medium
and longer-term development.

3.15 The key elements of the Government programme for good governance, security and
peace under the first pillar include: i) public service reform aimed at better service delivery through
improvements in personnel management and remuneration; ii) decentralization of services delivery;
iii) continued improvements in public financial management; iv) strengthening the anti-corruption
agenda; and v) generating better statistics for monitoring outcomes. Consolidation of the peace,
won in January 2002, will be promoted through 1) judicial reform; ii) tackling human rights abuses;
iii) deepening democratic institutions; iv) improving access to information; and v) continued
strengthening of the police and armed forces.

3.1.6 Pillar 11: The second pillar is “‘pro-poor sustainable growth for food security and job
creation.” The pillar emphasizes the continued implementation of sound economic policies to attain
macroeconomic stability and a more favorable environment for private sector development. The
key elements in the Government programme for sustainable growth under the second pillar include
three broad objectives: pro-poor sustainable growth, food security and job creation. These are to be
achieved through: i) the maintenance of macroeconomic stability - including appropriate fiscal and
monetary policies and effective debt management; ii) support to the productive sectors and
especially agriculture through the provision of inputs, machinery, extension services and training;
i) investment in infrastructure for power, roads and information technology; iv) improvements in
the investment climate for private sector development, including improvements in the legal
framework and better access to credit and micro-finance programmes; and v) divestiture and
reform of public enterprises.

3.1.7 Pillar_I11: The third pillar is “human resource development.” This pillar underscores
the point that poverty reduction must be underpinned by investment in human resources.
Investments in the health and education of the population and the delivery of basic services will
provide the basis for sustained poverty reduction by enhancing the capacities of the poor and
reducing their vulnerability. The third pillar includes several broad objectives: (i) expanded basic
education and training; (ii) expanded health and nutrition services (iii) increased access to water
and sanitation facilities; (iv) affordable housing for the poor; (v) improving the quality of life of the
vulnerable; (vi) promoting youth employment and development; (vii) promoting child- first policy;
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(viii) HIV/AIDS prevention and control; (ix) gender equality and empowerment; and (X) better
environmental management. Specific targets for various human development outcomes are being
developed by the Government to accompany the PRSP. The key elements of the Government
programme for human development under the third pillar include: the decentralization of many
services, construction and rehabilitation of facilities, well targeted subsidies, school feeding
programmes, improved curricula, training for teachers and health workers and better administration
including improved statistics for monitoring educational enrollment rates and health outcomes.

3.1.8 The choice of pillars is derived from a number of factors, including the recent
emergence of the country from civil conflict, the status of governance in the country, and the need
to reinvest in the productive sectors in order to promote growth in an effort to reduce the high level
of poverty in the country. The pillars are backed by a wide array of strategies and programs and are
closely tied to Sierra Leone’s MDGs.

3.1.9 A Poverty Reduction Strategy Technical Secretariat will take the lead responsibility for
coordination of all PRSP monitoring activities. The Secretariat will oversee working groups that
monitor resource allocations and expenditures, survey and census results, community based
monitoring and research and dissemination. Monitoring and evaluation activities will benefit from
expected support from the UNDP and the European Union from 2006 onward. Most critically, a
new household survey will be conducted in 2009 with additional rounds of CWIQs, possibly even
annually if financing can be found.

3.1.10 Areas of the PRSP Requiring Improvement Over the Medium Term: Successful
implementation will require mastering the organizational challenges of planning, budgeting,
implementing and monitoring PRSP programs. Capacity building will need to be an important
building block supporting any successful PRSP implementation. Due to the high degree of aid
dependency, the strategy is also subject to substantial risks associated with the level and type of
external support from the donor community.

3.1.11 Second there is little reference in the PRSP to policies actively seeking to revive private
sector activities, which could serve as the engine for growth and job creation. The formulation and
implementation of such policies would translate into an immediate impact by generating direct and
indirect employment and by increasing Government revenue. Similarly, policies to promote
regional integration are not adequately analyzed. A good trade and regional integration strategy
should constitute an element of Sierra Leone’s poverty reduction programme.

3.1.12 Finally, the PRSP fails to integrate labor market policies into the envisaged poverty
reduction programme. The document does not provide any statistics on the size of the current labor-
force and its growth over the medium term. No data or analysis is provided on the expected job
creation, as the economy expands, following the implementation of the pro-poor growth policies
spelt out in the PRSP. Moreover, expected changes in labor earnings, policies on minimum wages,
and taxation are also not discussed nor the implications of these policies on the poverty reduction
programme. Labor market policies constitute an important element of any poverty reduction
programme and need to be introduced into Sierra Leone’s PRSP.
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BOX 4: SUMMARY OF THE KEY ELEMENTS OF THE GOVERNMENT’S
DEVELOPMENT AGENDA AND EXPECTED OUTCOMES®

Priority Objectives and performance Baseline Perspectives
indicators

Year Value 2007 2008 2009 2010 2015
Poverty Reduction-Proportion of
Population 2004 70.0 57.0 28.5
o Living in extreme poverty) 2004 26.0 0.0

o Food Poor
Economic growth (in percentage)

0 Real GDP growth 2004 7.4 6.5 >7.0
o Nominal GDP Growth 2004 213 11.6 <10.0
0  Gross Domestic investment/GDP 2004 214 21.1 >25.0
o  Gross National Savings/GDP 2004 9.9 15.8 >22.0
Macroeconomic stability
o  Average Annual Inflation (percent) 2004 12.8 11.6 <50
o  Domestic Revenue/GDP 2004 12.4 15.7 >20.0
o Overall fiscal balance/GDP

Commitment basis, excluding grants 2004 -17.1 -10.7 <75
o  Current account balance (percent of

GDP) Excluding official transfer 2004 -17.7 -10.4 <8.5
0  Reserves (in months of import cover) 2004 2.0 3.9 7.0
Social Sector-Public Expenditure on:
o  Education as percentage of GDP 2003 55 6.0 >12.5
0 Health as percentage of GDP 2003 1.75 7.0 >12.5
o  HIV/AIDS prevalence rate (percent) 2004 4.9 315 <1.0
o  Percentage of children 12-23 full

immunized polio/measles 2003 35.0 65.0 >90.0
o0 Increase the percentage of pregnant

women sleeping under insecticide-

treated bed nets 2003 2.0 10.0 >70
o0 Increase the percentage of children

sleeping under insecticide-treated 2003 6.6 24.0 >90

bed nets
o Population with access to safe 2003 25.0 55.0

drinking water >90.0
o0 Number of micro-finance recipients 2003 10,000 70,000

of micro-finance loans in rural areas

Infrastructure/Energy

o  Kilometers of asphalt roads/gravel

constructed/maintained 2003 916/4373
o Kilometers of functioning feeder 2003

roads constructed/rehabilitated
0 Increased power generation capacity 2004 27.2 77.2

(MW)

Agriculture and Rural Development

o  Minimum  real growth rate- | 2003 4.3 55 >7.0

agricultural
0 Increase rice paddy production (staple | 2004 445,000MT | 1,290,000MT

food) by 13 percent annually (MT)

® The compilation of Sierra Leone’s statistics virtually collapsed during the prolonged civil conflict because of
institutional damage and the departure of skilled personnel from the country. Since 2000, the Government has
endeavored to rehabilitate the data collection and compilation system. Lack of proper monitoring and evaluation
indicators was therefore a critical bottleneck in the preparation of this CSP and the PRSP.
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3.2 Assessment of Implementation Progress of the Agenda

3.2.1 Prior to the preparation of the full PRSP, the Government formulated a poverty
reduction strategy in the form of Interim-PRSP, which was finalized in June 2001. The I-PRSP
reflected Government’s priority to address the challenges of transition from war to peace and aimed
at rebuilding the country by addressing the interrelated causes of the conflict.

3.2.2 Along with the I-PRSP, the Government also launched the National Recovery Strategy
(NRS) in October 2002 on the basis of detailed district assessments and local recovery plans. The
NRS focused on: (i) the consolidation of state authority and peace-building; (ii) promotion of
reconciliation and enforcement of human rights; (iii) facilitating resettlement and reintegration and
rebuilding communities; (iv) facilitating access to previously inaccessible areas and expediting
service delivery; and (v) stimulating economic recovery. The NRS constituted the combined efforts
of the Government and its development partners, particularly UNAMSIL and UNDP.

3.2.3 Both the I-PRSP and the NRS were successfully implemented during the 2001-2004
period. With the full support of the international community, considerable progress was made in
restoring security and consolidating peace throughout the country. Following the conclusion of the
disarmament and demobilisation programme in February 2002, the ex-combatants were
reintegrated and virtually all IDPs and refugees resettled. A National Social Action Programme,
implemented by the National Commission for Social Action (NaCSA) was launched with the
intention to rebuild the social and economic capital at community level. The entire country is now
accessible to Government and development partners, while business and consumer confidence has
been substantially strengthened.

3.24 In terms of lending fiscal support to I-PRSP and the NRS implementation, Government
allocated significant amount of budgetary resources, including HIPC debt relief, to fund critical
poverty reduction activities especially in the social sector comprising of health, education, water
and sanitation. A number of safety net programmes were developed for supporting the variety of
war victims, including children, women, amputees, wounded soldiers (WIAs) and the surviving
families of soldiers killed in action (KIAS). In the health sector, the increase in allocation was to
enhance such areas as maternal and child health care, the school health and expanded immunization
programmes as well as the purchase of drugs and medical equipment. In the education sector, the
increased allocations catered for implementing the universal primary education programme through
the provision of additional teaching and learning materials for primary schools, payment of
examination fees, and the provision of textbooks to all secondary schools.

3.25 The implementation of the I-PRSP and NRS resulted in sustained recovery of the
economy in 2001-2004. Real GDP expanded by 5.4 percent in 2001 from 3.8 percent in 2000.
Real GDP further expanded by 6.3 percent in 2002. To consolidate these gains, the Government is
fully embracing bold economic and structural reforms aimed at sustaining economic recovery and
improving public financial management and service delivery. These reforms build on the reforms
started in 2003 when the Government adopted the Medium Term Expenditure Framework (MTEF).
In that same year, a complementary participatory tracking process, the Public Expenditure Tracking
System (PETS), to monitor the efficiency and effectiveness of public expenditure, especially in the
rural areas, was introduced within the MTEF. The results of the PETS surveys on expenditures for
2002 and 2003 FY have provided an important assessment of the effectiveness of service delivery
in key sectors. Major sector reforms are now at advanced stage and progress has been made in
strengthening accountability and transparency, anti-corruption and monitoring of service delivery.
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3.3 The Partnership Framework

3.3.1 Government and the donor community have made good progress in building and
strengthening aid coordination mechanisms through the Development Partners Committee
(DEPAC) framework. The ADB will continue to work with Government and other development
partners in order to strengthen further the existing partnership framework. Apart from the DEPAC
framework, Sierra Leone holds regular broader consultations with development partners through
the Consultative Group (CG) framework. The last CG meeting was held in 2002 and plans are
underway for holding another CG in the fourth quarter, 20005.

3.3.2 The Ministry of Economic Planning and Development (MODEP) is responsible for
coordinating external development assistance through the Development Assistance Coordinating
Office (DACO). There are also sector-working groups to coordinate assistance at the sectoral level.
Box 6 shows the current donor support. External partners are moving to aligning and focusing their
assistance with the full PRSP. The six major external partners are the ADB, the World Bank, the
IMF, the European Union (EU), United Kingdom Department for International Development
(DFID) and the United States Agency for International Development, accounting for over 75
percent of gross Official Development Assistance in 2002-2003. Each of the major donors have
bilateral arrangements with government, which serve as the framework for the assistance. The ADB
and the World Bank have the usual Country Strategy Paper (CSP) and Country Assistance Strategy
Paper (CAS). The EU has the Country Strategy Paper and National Indicative Programme, while
the DFID-UK signed with the Government the Poverty Reduction Framework Arrangement for
2002-2012. Similarly, the United States Agency for International Development (USAID) has a
Transitional Strategy through 2006 focusing on the reintegration of combatants and
democratization. All these partnership arrangement are drawn within the framework of Sierra
Leone’s interim and full PRSP.

3.3.3 The key budget support donors have agreed in principal to the development of a
Framework for Multi-Donor Budget Support (MDBS) initially expected to cover the period 2005-
08. The framework aims at coordinating donor support for the government’s reform programmes
and the PRSP. It is expected to set clear goals, monitorable progress indicators and areas of
responsibility for the government and each donor. Partnership in co-financing arrangements in
Sierra Leone has been limited, but expected to increase with the massive support required for the
PRSP in the medium term.
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BOX 5: Donor Activities in Sierra Leone
Agriculture and Rural Development: The leading donors in this sector include the World Bank, ADB, JICA,
European Union (EU), and German Foundation for Technical Cooperation (GTZ), Food and Agricultural
Organization (FAO), and United Nations Development Programme. The major areas of interventions are in
resettling the displaced farming population and in providing farm inputs. The activities of these donors are
coordinated through the Ministry of Agriculture and Marine Resources.

Social Sectors: The lead donors in this sector include the World Bank, ADB, International Non-Governmental
Organizations (INGO), Islamic Development Bank (IDB), European Union (EU), and the United Nations
Children Fund (UNICEF). The activities of these donors are usually coordinated through the Education Steering
Committee in the Ministry Education, Youth and Sports and through the Ministry of Health.

Transport: The active donors in this sector, which include roads rehabilitation, ports and airports rehabilitation,
sea transport, include the World Bank, the EU, and ADB. The main activities of these donors are coordinated
through the Sierra Leone Road Authority (SLRA) and the Ministry of Transport and Communication (MTC).
The World Bank and the EU are the lead donors in the sector.

Public Utilities: The active donors include the World Bank, ADB, the European Union, and some bi-laterals,
such as Italy and China. The activities in this sector include rehabilitating the energy sector and improving water
supply and sanitation.

National Security: The active donors on all issues of national security include the United Nations Assistance
Mission to Sierra Leone (UNAMSIL), the United Kingdom (UK), United States of America, United Nations
(UN), and the World Bank. Activities under this category are usually coordinated through the Office of the
President and by the Disarmament, Demobilization and Reintegration (DDR) programme. DFID is clearly the
lead donor in this sector.

Resettlement, Rehabilitation, and Reintegration (RRR): The main donors for the RRR programme are the
World Bank, ADB, United Nations, Department of International Development (DfID)-United Kingdom,
European Union, USAID, France, Japan, Norway, Denmark, Italy, Canada, Switzerland, and other International
Non Governmental Organizations. Activities under this category are usually coordinated through the National
Commission for Social Action (NaCSA). The World Bank takes the lead in coordinating the activities of this
sector.

Policy-Based Operations and Governance Reforms: The main donors in this category include the ADB, the
World Bank, the International Monetary Fund (IMF), the European Union (EU) and DfID. Activities under this
category are coordinated through the Ministry of Finance (MOF) and Bank of Sierra Leone (BOSL).

Source: Government of Sierra Leone

3.34 Coordination _within _Government: The Ministry of Economic Planning and
Development (MODEP) plays a crucial role in improving internal coordination of external
development assistance. The Government has also established the Development Assistance
Coordinating Office (DACQO), which is a secretariat funded by the UNDP. The Secretariat has
established a development assistance database to keep track of all external assistance. In July 2001,
the Government established the National Recovery Committee (NRC) to coordinate reconstruction
assistance and support for re-establishment of state authority nationwide. A donors’ roundtable
meeting was held in partnership with the NRC, to discuss the first two District Assessment Reports,
which aimed at mobilizing financial assistance to meet the identified socio-economic needs of the
displaced population. Subsequently, in December 2001, Government set-up the National Economic
Policy Council comprising the Ministries of Finance, Development and Economic Planning, the
Office of the Presidency, and Bank of Sierra Leone to improve economic management and
coordination with donors. These measures have helped significantly to improve the internal
coordination of the flow of development assistance.
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3.4 Challenges and Risks

34.1 Challenges: Sierra Leone faces several challenges over the medium term. The most
critical include addressing internal and regional security, the high youth unemployment problem,
improving services delivery, and consolidating the macroeconomic environment during the
implementation of the PRSP.

3.4.2 First, being a post-conflict country, the consolidation of peace is essential if the country
is to smoothly implement its PRSP and attract the kind of investment necessary to sustain the
positive economic development needed to break the cycle of poverty. A major challenge for the
government is how to transform the security sector so that it can respond adequately to threats to
the state as UNAMSIL gradually draws down and completes its mission in December 2005.

3.4.3 The second challenge relates to the high level of youth unemployment. While the
unemployment figures are unreliable, it is estimated that 60 percent of the youth (non-school going
15-year olds to 35-year old adults) is either unemployed or under-employed. One of the major
impacts of the 11-year conflict was to accelerate rural to urban migration of this age group and
deprive them of the opportunity to acquire the required skills for employment in both the urban and
rural sectors. The plight of this category of the labor force is compounded by the slow expansion of
the private sector and, by implication, the limited employment opportunities for unskilled labor.
The short-to-medium-term option in dealing with the growing youth unemployment is to accelerate
large infrastructure programmes, modernize agriculture, revive mining and other private sector
activities. Promoting private sector development (both indigenous and foreign) should therefore be
the cornerstone of the government’s growth policy. But this is possible only if concerns regarding
the enabling environment (governance, infrastructure, human resource development, and security)
are addressed.

3.4.4 Third, the limited public sector capacity pose a significant challenge to the
implementation of Sierra Leone’s PRSP. This issue stems directly from the decade-long conflict
that caused tremendous damage to the country’s public and private sector institutions, following the
systematic, large-scale destruction of Ministries and other administrative, education and health
institutions. Office equipment, including vehicles, were destroyed or stolen and buildings that
housed some key Ministries of Government, including the Ministry of Finance, the Criminal
Investigation Department, the Police Station and the Law Courts Building, in and outside of
Freetown, were burnt down.

3.4.5 The current capacity of Government Ministries and Institutions to deliver essential
public services at all levels has therefore been severely reduced, resulting in remarkable
overcrowding in existing institutions such as health and education and in substantial delays in the
delivery of justice and other governance related functions of the public sector. Shortages of
resources, equipment and working tools have further compounded the problem. The status of the
public sector at the moment is that it is understaffed with qualified personnel. Owing to the large
budgetary requirements occasioned by the huge economic, political, and social reconstruction
activities, the Government has not been able to rehabilitate most of the destroyed institutional and
human resources capacity in the public services. Donor support is clearly required to address this
issue, especially with respect to the limited capacity for data gathering or analysis in most of the
line ministries responsible for the implementation of the PRSP. In addition, many sector ministries
have yet to master the organization challenges of planning, budgeting, implementing and
monitoring PRSP programmes. The Government is therefore correctly seeking additional donor
support for a wide range of capacity building activities. These vary from policy reforms aimed at
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recruitment and retention of skilled staffs to training and merit-based promotions. The Government
is encouraged to integrate capacity building initiatives within the demands of the programmes and
projects of the PRSP.

3.4.6 Finally, as another challenge, the PRSP will be implemented during a period of
increasing fiscal pressure that will need to be carefully managed in order to ensure that
macroeconomic stability is sustained. To begin with, the demands on the public sector remain large,
reflecting the need to provide services to a large segment of the population as well as significant
infrastructure development needs, all of which needs to be balanced against available financing.
Additional spending pressures come from recent wage-related agreements and the assumption by
the Government of greater role in handling internal and external security, as UNAMSIL withdraws
from Sierra Leone. The need to encourage the authorities to intensify their efforts with respect to
strengthening domestic revenue mobilization is therefore crucial. In this regard, the current steps to
strengthen the National Revenue Authority as well as the actions needed to capture additional
minerals sector revenues in the medium-term budget framework are particularly welcome.

3.4.7 Risks: There are four risks that may impede the successful implementation of the 2005-
2009 CSP. First, the failure to significantly strengthen institutional capacity may lead to slow and
partial implementation, in addition to the concern over commitment. One of the legacies of the 11-
year civil conflict is the loss by Sierra Leone of a large number of highly trained and experienced
civil servants, while many years of mismanagement and de-motivation have resulted in weak
institutions. The Bank, to assist mitigate the risk, in partnership with other development partners,
will implement selected interventions that focus on capacity building and human resource
development during 2005-2009.

3.4.8 The second risk relates to corruption. Despite the Government’s efforts to root out
corruption, it is far from being eliminated. Until there is a significant reduction, the Government
will not have the credibility it needs to lead the development effort. Besides strengthening the
public financial management through the Governance and Poverty Reduction Support Programme,
the Bank will enhance dialogue with the Government on the issue emphasizing zero tolerance of
corruption. The dialogue will be extended to the institutions, including the Anti-Corruption
Commission (ACC), the Audit Services Department and the Ministry of Finance that are entrusted
with the responsibility of ensuring transparency and accountability.

3.4.9 Third, there is the risk that achieving macroeconomic stability could prove difficult, either
because of failure to maintain fiscal discipline due to the possibilities of extra budgetary
expenditures, or because of corruption or unprecedented shortfalls in donor funds. Failure to attain
key macroeconomic aggregates agreed between the Government and the donor community would
affect the inflow of programmed funding for 2005-2007, thus disrupting the implementation of the
Bank Group’s development programme. The risk is mitigated by the Government’s demonstrated
commitment to the implementation of the required reform agenda, as well as the mechanism being
put in place to combat corruption.

3.4.10 Finally, were durable peace to take hold in Liberia, Sierra Leone would reap a number
of benefits, including reduced tension at the boarders and the opening of markets for trade. If the
present peace efforts in Liberia collapse, Sierra Leone would have to brace itself for more refugees
and border tensions. Another potential are of turmoil in the Mano River Union (MRU) is Guinea
whose leadership transition could be problematic, thus increasing the refugees crossing to Sierra
Leone. The concerted efforts being deployed by the international community augurs well for a
durable and sustainable peace in Liberia, following the elections firmly scheduled for October
2005.
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V. BANK GROUP COUNTRY ASSISTANCE STRATEGY
4.1 Country Context and Strategic Selectivity
4.1.1 Sierra Leone’s PRSP has been prepared through extensive national consultations, led by

an Inter-Ministerial Committee. Preparation involved an open dialogue among key stakeholders:
ministers, parliamentarians, local authorities, NGOs, civil society, the private sector, development
partners, beneficiary groups and citizens including women, youth and children, supported by radio
and television. Focus groups gave stakeholders’ perceptions about poverty determinants and gender
dimensions; identified a vision and priorities for poverty reduction. Thematic and sector working
groups reviewed and designed programmes, identified gaps, and developed monitorable indicators.
The approach developed popular ownership; it generated poverty information to define policy
priorities, including mainstreaming gender and child-rights issues.

4.2 Portfolio Management and Lessons from Previous CSP

4.2.1 The 2002-2004 CSP for Sierra Leone focused on laying the foundations for sustainable
poverty reduction by contributing to rehabilitating the destroyed socio-economic infrastructure. The
Bank sought to achieve a number of interrelated objectives such as resettlement of the displaced
population, rehabilitation of social amenities such as schools and community centers, and the
rebuilding of community infrastructure, through the Social Action Support Programme. The CSP
had a baseline allocation of UA 34.56 million. On account of Sierra Leone’s low per capita income
of US$130, twenty seven (27) percent of the total baseline allocation or UA 9.33 million of the total
allocation was provided in the form of grant. In addition, Sierra Leone benefited from a policy
based operation with resources in the amount of UA 17.28 million.

4.2.2 The CSP was implemented in a very satisfactory manner in that by February 2005 or
nearly two years after its approval, the Bank had appraised and approved the following mutually
supportive projects with a commitment capacity of UA 62.46 million: i) Second Economic
Rehabilitation and Recovery Loan (ERRL-II), UA17.28 million; ii) Third Education Rehabilitation
Project, UA 16.0 million; iii) Social Action Support Project, UA 12 million; iv) Institutional
Support to Strengthen Public Expenditure Management and the Energy Sector, UA 2.79 million;
the Lungi-Freetown road link study, UA 1.5 million; and the Water Supply and Sanitation study;
UA 1.2 million. The approval of these projects under the 2002-2004 CSP brought the Bank
Group’s total commitment to Sierra Leone to UA 236 million as at March 2005.

4.2.3 The second Economic Rehabilitation and Recovery Loan (ERRL-II), which was fully
disbursed by June 2005, was designed as a quick disbursing balance of payments support
programme that focused on assisting Sierra Leone to: (i) continue implementing suitable reforms
geared to reviving the economy; (ii) restructuring Government’s spending in favor of the social
sectors of health and education and improving the effectiveness of government’s spending; (iii)
undertaking budget and expenditure management reforms; (v) reforming the public enterprises; and
(vi) instituting measures to improve economic and political governance.

4.2.4 The ERRL-II was co-financed with the IMF’s Poverty Reduction and Growth Facility
Programme (PRGF) and the World Bank’s second and third Economic Rehabilitation and Recovery
Credits (ERRC 11 and I11). Overall, the programme has been very successful in contributing to
reviving the war-ravaged economy and in consolidating the fragile macroeconomic environment.

4.2.5 The Bank also approved the Rehabilitation of Basic Education and Vocational Training
Project, 2003-2008 that is parallel financed with the World Bank. The objective of the project,
which is still under implementation, is to assist the Government of Sierra Leone to re-establish
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education services countrywide and to build up the capacity of the education sector. The Social
Action Support project focused on implementing programmes for the vulnerable groups. The Key
objective of SASP was to continue to assist war-affected communities in restoring infrastructure
and building local capacity for collective action. SASP is being implemented using a community
driven development approach thereby ensuring that communities are in the “drivers seat”
throughout the implementation of the project. The project focuses on laying the foundation for
sustainable national poverty reduction by financing activities through three components: i) support
to public works component using labour-intensive techniques to help generate livelihood for the
war-affected rural and urban youth, including ex-combatants, and vulnerable groups; ii) support to
micro-finance capacity-building component targeting primarily women and the handicapped; and
iii) support to project management and institutional capacity building.

4.2.6 The Bank, in partnership with the World Bank and Italian Government, commenced the
implementation of the stalled Bumbuna Hydroelectric Power Project. On completion, the project is
expected to increase power supply in Freetown and the surrounding areas. The project has
accumulated cost overruns estimated at US$ 84.62 million, which will be co-financed as follows: i)
ADF-grant of US$ 1.21 million; ii) Government of Italy, US$ 23.44 million; iii) IDA, US$ 10.14v
million; iv) World Bank Partial Risk Guarantee Loan; US$ 29.96 million; v) OPEC Fund, US$ 8.41
million; vi) Japanese Social Development Fund (JSDF), US$ 1.96 million; and vii) Government of
Sierra Leone, US$ 9.50 million.

4.2.7 The Bank also approved the Agriculture Sector Rehabilitation Project, which focuses on
the longer term rehabilitation of the food and cash crop farms, revival of agricultural extension
services, including research, restocking of livestock, and the improvement of the Ministry of
Agriculture’s operating capacity through institutional support and the strengthening of natural
resource management systems. The project is also expected to make a significant contribution to
the Government’s resettlement, rehabilitation and recovery effort. The project has two main
components: i) supporting the revival of agricultural production to pre-war levels; and ii) Capacity
building for the Ministry of Agriculture and rural communities.

4.2.8 All the on-going operations have been rated as satisfactory and the quality of the
portfolio continues to improve, mainly on account of the rapidly transformed security situation.
However, some factors continue to constraint projects implementation, the most notable being the:
(i) weak capacity at the project implementation level; (ii) inability to adhere to Bank rules and
regulations; (iii) rapid staff turnover; and (iv) poor co-ordination with various implementation units.
Moreover, a few projects still face difficulties, especially those associated with delays in releasing
counterpart funds and the non-observance of the Bank Group’s procurement rules and regulations.
The Bank and the Government will continue to work together in order to minimize the adverse
effects of these constraints on project implementation.

4.2.9 Lessons Learnt from Previous CSP: A key lesson learnt from the implementation of
the previous CSP was the need to strengthen the domestic ownership of the policy reform agenda
supported by the CSP. In this regard, all the programmes and projects of the 2002-2004 CSP had a
strong domestic support because they were based on Sierra Leone’s Interim Poverty Reduction
Strategy Paper (I-PRSP), which was released in 2001.

4.2.10 The second lesson pertains to the need to simplify the design of the operations, and
focus specifically on the few priority areas that are crucial in reviving the economy and fighting the
desperate poverty situation. The simplification of the design is crucial, particularly for post-conflict
countries, which have low implementation capacity. The need to harmonize and align the
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operations with those of other development partners is also paramount, and especially crucial in the
implementation of projects. Equally important is the need to strengthen donor coordination in order
to adequately and systematically support the implementation of the entire PRS process.

4211 Third lessons pertain to the fact that weaknesses in public financial management, and
corruption, could have a strong adverse effect on portfolio performance. This is particularly so in
cases where weaknesses in procurement could lead to implementation delays, while incidences of
corruption could lead to the suspension in disbursements. On account of this realization, the Bank,
in partnership with the World Bank, the IMF and the EU have embarked on supporting reforms to
strengthen economic governance, including public financial management, procurement and
strengthening the capacity to fight corruption.

4.2.12 Finally, there is the need to accord greater importance to project supervision, which
should include the sound analysis of managerial and technical capabilities of the executing agency
(EA) and project implementation units (PIU) in Sierra Leone. The role of the envisaged Bank’s
Country Office (NGCO) is critical in providing technical advice and guidance to EAs/PIUs on the
Bank’s loan administration procedures, particularly procurement and disbursement procedures. The
recruitment of staff to manage the office is currently. In addition, lack of adequate counterpart
funds may also cause slippages in project implementation. The design of the projects and
programmes under the 2005-2009 will take into account these lessons.

4.3 CSP Result Framework

4.3.1 The Result Framework adopted for this CSP focuses on assisting Sierra Leone achieve
its HIPC programme by 2007 and make strides in the achievement of its Millennium Development
Goals (MDGs). The Result Framework is long-term and is integrated with monitoring intermediate
outputs/targets, which are linked to the CSP.

4.3.2 For Sierra Leone, among the MDGs targets, three stand out as high priority. The first is
eradicating extreme poverty and hunger on which no significant improvement over the past decade.
This is well recognized under the Government’s food security agenda and remains a key element of
Bank Group support. The second is the need to address gender equality. This is a crosscutting issue
requiring effort at all three pillars of the Government’s PRSP agenda. Third, Sierra Leone will need
to invest adequate resources in social development to combat HIV/AIDS, Malaria, and other
diseases.

4.3.3 The Thematic Results Matrix presented in Table 1 provides an overview of the link
between the pillars of the 2005-2009 CSP and the pillars of Sierra Leone’s PRSP. The Matrix
establishes a results-chain between Bank interventions, intermediate indicators, outputs and
outcomes to be achieved under the CSP in order to contribute to the attainment of Sierra Leone’s
medium and longer-term development objectives. In most cases these indicators are quantified with
expected targets, in some cases, more qualitative information needs to be derived. Where there are
gaps in information, the Bank will work with the Government in identifying specific measurements
during the first year of CSP implementation.
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Table 1: Thematic results matrix

Longer-term strategic
goals of the CSP

Shorter term outcomes of the Bank’s CSP 2005-2009

Bank priorities and performance

Sector-related issues

Expected CSP outputs and outcomes
by 2009

Intermediate indicators
By 2007

Strategy/actions

Bank operations and
donors intervening in
related areas (Box 11)

Instruments to
measure performance

PILLAR I I: Promoting
Pro-poor Growth for
Food Security and Job
Creation (in a healthy
macroeconomic
environment)

. Promote Food
Security through
investment in productive
sectors —agriculture and
fisheries and rural
infrastructure

. Job creation through
infrastructure
rehabilitation- energy,
roads, transport,
communication , ICT,
Private sector

development and mining.

. Improving public
financial management

expenditure on PRSP
programmes and
assessing their impact
will be difficult.

staff in key MDAs (MoF, Agri, Edu.,
Health, Mineral Resources, Transport,
Worlks and defence

Annual procurement report ,
including information on amount
of contract, goods and services
delivered, services/goods
providers, prepared by the
Ministries of Agriculture,
Education Health , and mineral
resources in 2007. 75 percent of
the funds budgeted in the
procurement plan are actually
expended for the intended
purposes in 2007

1. Agricultural sector 1.1 Real GDP growth of 6 to 9 percent 1.1 Maintenance of real GDP . Rehabilitation of th? _ . Implen'_lentation of
completely  devastated ) o growth of between 6 to 9 percent agricultural sector, including the agriculture
followina the decade | 21 Progressive reduction in the poverty headcount ) o the provision of feeder roads rehabilitation project
IO OW'H?I_ € decade from 70 percent of the population in 2004 to 2.1 Progressive reduction in the

ong conflict 57 percent by 2009 poverty headcount from 70 «  Rehabilitation of the energy |»  Implementation of
2 Private sector ) ) percent in 2004 to 65 percent by sector the Infrastructure.
mpletely devastated 2.2 Incrgase rice paddy production from 422,000 2007 rehabilitation project
:gIIOF\’Nin i MT in 2002 to 543,000MT by 2009 ' _ «  Strengthening Public
destructign of the civil o 2.2 Increase paddy rice production, Financial management Other donors:
- 2.3 Develop overall strategy to revitalize livestock the staple food to 475,000MT by -WB
conflict sector, with role for the private sector 2007 CIMF
-DFID
2.4 Improve the rural communities through 2.3 Food secure population increased -EU
training and provision of extension services to by 20 percent -UNDP
strengthen capacity -IFAD
2.4 Agriculture GDP grows from 5.5
3 Increase energy supply percent in 2003 to 7.5 percent by
2007
1.1 Budget programmining | 1.1 Improve transparency of overall 1.1 By 2006, three (3) ministries 1.1 Fiscal decentralization 1.1 Implementation of
and execution does not government resource envelop and (agriculture, education, and strategy the Economic
fully reflect the strategic allocation and ensure that 90 percent of the health) should have prepared Rehabilitation and
orientation of Sierra donor funds are captured in the budget and their strategic plans Recovery
Leone’s PRS process fiscal reports using government o Programme (ERRP)
classifications of programmes and objective + I:jet::T?Ean:llg(lisg;e;rsohg;gﬁ;t—o 1.2 Implementation of
12. Budget cIaSS|f|'cat|.on IS of expenditure based budget for fy 06-08 that Institutional Support
based on organizations are consistent with the PRSP project
rather than programmes, | 1.2 Improve transparency on poverty
hence making budget expenditure by publishing year reports for | 13 New Chart of Account s is
analysis difficulty. tracking poverty expenditures. adopted in 2005, allowing
tracking poverty expenditure

1.3. Donor funding and 1.3 Improve efficiency of procurement
government funding are planning and execution by ensuring that 90 | 1.4 Financial Management Other donors:
not integrated in percent of the public funds budgeted in the information implemented in -WB
estimates of fiscal reports procurement plan are actually expended for MOF in 2005, allowing for - IMF
by programme or the intended purposes by 2008 timely reconciliation of accounts -DFID
function . As a result and reports -EU
monitoring total 1.4 More qualified managerial and professional -UNDP

Regular supervision
missions (jointly with
those donors who are
parallel-financing
projects)

Mid-term review and
project appraisal
misions

Project audits
Studies

Mid-term Review

1.1 Regular
supervision
Missions (jointly
with this e
donors that are
parallel —
financing project
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Longer-term strategic

Shorter term outcomes of the Bank’s CSP 2005-2009

Bank priorities and performance

uzalleliiiicies & Sector-related Expected RBCSP outputs and outcomes Intermediate indicators : Bank operations and Instruments to
issues By 2009 By 2007 SRS CeES R I measure performance
related areas (Box 11)
PILLARIII Lack of access | 1.1 Utilization of Primary health care increase by | 1..1 Utilization of Primary Health Rehabilitation of health Regular supervision
Promoting Human to primary 15 percent by 2006 from the base position of Care facilities increased by 15 facilities and training Implementation of the missions (jointly with
Development health care 2005 percent from the base year institutions Health Services those donors who are
position in 2005 Rehabilitation Project parallel-financing
e Increase access to Provision of drugs projects)
education, including Shortage of 1.2 Proportion of children under one year and 1.2 Proportion of children under one equipment and supplies
vocational training and trained healthy under two years fully immunized increased by year and under two years fully Project appraisal
elimination of gender personnel 20 percent from the base position of 2005 immunized increased by 10 Provision of training to missions
disparities in ) _ ) percent enhance the skills of health | Other donors: _ )
education Lack of access | 2.1 Maternal, infant and under —five mortality personnel -WB Project completion
to basic social rates reduced 1.3 Maternal, infant and under0-five -DFID reports
e Improve quality of infrastructure mortality rates reduced Advocacy and training on - CIDA _ _
education at all levels poverty reduction initiatives | - IFAD Project audits
Insufficient 1.4 Tuberculosis detection rate at community level - UNDP
; : capacity for increased by 10 percent Studies
¢ :mglrj%fsltlifl? quality anal)_/zin_g and | 2.2 Tuberculosis detection rate_i_ncre_ased by 20 ) ) Provision of training to ) )
acquisition and job monitoring percent from base year position in2005. 2.1 Prop_ortlon of birth attendants strengthen the management Mid-term Review
creation poverty by skilled health personnel and planning capacity of
policiesatthe | 3.1  Proportion of birth attendant ed by skilled increased by 30 percent Ministry of Health
o Improve health status Natiopal health personnel increased by 30 percent _ _ _
of Sierra Leone in Planning 2.2 Access to basic social services
Commission 4.1 Access to basic social services increased by 60 increased by 30 percent in

order to reduce
poverty

Strengthen preventive
and curative primary
health services

Increase access to the
provision of quality
primary health care

Reduce the diseases
attributable able to
communicable

percent in the project area

project areas
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4.4 CSP Pillars or Areas of Intervention

4.4.1 The thrust of the Bank Group’s medium-term strategy, 2005-2009, is to assist
Sierra Leone’s transition from a nation focused primarily on post-conflict emergency needs to
a nation poised for long-run growth. On the basis of extensive discussions held with the
Government in March and June 2005 pertaining to the priority areas for Bank Group support,
and taking into account the envisaged interventions by other donors in Sierra Leone, the Bank
Group’s strategy will support the Government’s reform agenda on the basis of a selected
approach that entails the following two pillars:

Pillar I:  Promoting Economic Growth by Improving Governance
Pillar 11: Promoting Human Development

442 The CSP pillars are fully aligned with the three PRSP pillars discussed in section
I11. The choice of the pillars has been influenced by a number of considerations. First, the
overall objective of the PRSP is to reduce the poverty headcount from the current level of 70
percent to 57 percent by 2007. This objective is to be achieved through an ambitious growth
target of above 7.0 per cent per annum. Second, it is recognized that investment in the health
of the population is crucial and provides the basis for fighting poverty on a sustainable basis
and improving the prospects for attaining the MDGs, which have deteriorated considerably
from their base level (1990) position. The constraints and challenges facing Sierra Leone
have also been taken into consideration when selecting the CSP pillars.
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Table 2: CSP Result-Based Framework, 2005-2009

Longer Term

Outcomes

Expected CSP Outcome that the Bank Expects to
Influence Through its Interventions

CSP Links to PRSP

Pillar _1: Promoting
Economic Growth by

Bank Group’s
comprise: i)

interventions under this pillar
the Governance and Poverty

-Linked to the second pillar of Sierra Leone’s full
PRSP, which supports pro-poor sustainable

Human Development

implementation of the Health  Services
Rehabilitation Project, and through HIV/AIDS,
Malaria and other communicable diseases control
programmes and projects.

The overall objective of this support is to restore
and expand health services country-wide, thus
contribute to the improvement of the health status
of the people.

At least 70 percent of the population have access to
essential health services in Sierra Leone;

80 percent of the births are attended by trained
health personnel by 2008, unlike the case at present
where less than 25 percent are attended by trained
birth attendants;

65 percent of children aged 13-24 months are fully
immunized by 2007;

80 percent of the Under Five Years Children regularly
sleep under insecticide bed nets.

Improving Reduction Support Programme, the infrastructure | growth that have to be achieved through;
Governance and Agricultural Rehabilitation Projects. The Bank
expects to attain the following results: i)  Maintenance of macroeconomic stability,
including appropriate fiscal and monetary
- Real GDP Growth increases from 6.7 percent in policies and effective debt management;
2004 to above 7.0 percent over the period 2005-
2007; ii) Support to the productive sector and
essentially agriculture through the provision
- Increase output and the share of agricultural GDP of inputs, machinery, extension services and
from 5.5 .percent in 2003 to around 7.5 percent by training; and
2007.
iii) Investment in infrastructure for power,
- A reduction in the poverty headcount from 70.5 roads and information technology.
percent in 2004 to 66.3 percent by 2007;
iv)  Continued strengthening of institutional and
- A reduction in the percent of population who are human capacity in the areas of governance,
food poor to zero percent by 2008/09 from 27 including public financial management and
percent in 2003/04; and the judiciary.
A reduction in the percentage of malnutrition in children
under 5 years of age from 26 percent in 2003 to 12.5
percent by 2008/09.
Pillar 11: Promoting | - The Pillar will be operationalized through the | - Linked to the third pillar of Sierra Leone’s

full PRSP.

- The pillar has several broad objectives such
as increasing basic education and training,
expanding health and nutrition services
country-wide, increasing access to water
supply and sanitation facilitates, providing
affordable housing for all, promoting youth
employment, HIV/AIDS prevention and
control; gender equality and empowerment,
and better environmental management.

4.4.3 Apart from being based on the Government’s full PRSP, the proposed 2005-2009
strategy is also consistent with the Bank Group’s Vision and takes into account the guidelines
provided for under the ADF-X lending cycle. The strategy also builds on the lessons learnt
during the implementation of both ADF-VIII & IX and is reconciled with the Bank Group’s
Strategic Plan, 2005-2007. The strategy will be operationalized through three mutually
supportive operations that focus on improving macroeconomic environment, strengthening
human capital by increasing access to quality health services, improving infrastructure and
increasing the provision of hygienic water supply and sanitation at the domestic and
industrial level.
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BOX 6: Participatory Approach in the Preparation of CSP

This CSP was prepared using the participatory approach. The first part of this process involved
dialogue with senior Government officials in key Ministries and Institutions, main donors, NGOs and the Civil
Society, which was held in March 2005. Based on the dialogue, an interim CSP was prepared, which was then
discussed in a Government of Sierra Leone/ADB CSP workshop that was held on 20 June 2005. The selection
of participants was such that they represented the broadest possible skill mix and varied work experiences.

A large segment of those that actually attended the workshop were senior civil servants from key
Ministries of Finance; Economic Planning and Development; Agriculture, Forestry and Marine Resources;
Youth, Education and Sports; Health and Sanitation; and the Ministry of Transport. The Bank of Sierra Leone;
National Commission for Social Action; Sierra Leone Roads Authority; Sierra Leone Bar Association; Sierra
Leone Chamber of Commerce, Industry and Agriculture; Universities; and representatives of the donor
community in Freetown.

Five Groups were later formed to advise on the key areas of intervention that the Bank should pursue in
2005-2009: (i) agriculture; (ii) social sectors; (iii) cross-cutting themes focusing on regional integration, gender
mainstreaming, and environment; (iv) macroeconomic management; and (v) promoting sustainable growth and
reducing poverty. The key recommendations of the groups are reflected in the CSP.

The CSP drafting process also drew heavily from the result of prior consultation exercises. Most
notable among these are the Strategic Planning Processes (SPP), the consultative process for the gender profile,
governance and economic sector work. The team also regularly consulted donors and sought their views and
comments on earlier drafts.

4.5 Regional Dimension of Bank Group Strategy

45.1 As mentioned in earlier sections of this report, Sierra Leone is an active member
of the Economic Community of West African States (ECOWAS) and the Mano River Union.
The Bank is in the process of preparing the 2005-2007 Regional Integration Strategy Paper
for ECOWAS. The strategy is informed by various country strategies of member countries
and will be operationalized through some common regional projects and programmes. Apart
from informing the 2005-2007 Regional Integration Strategy for West Africa, the CSP will
contribute in its implementation, especially with respect to implementing the Common
External Tariffs (CET) of ECOWAS countries. By strengthening the macroeconomic
environment, the strategy will further assist Sierra Leone in meeting the convergence criteria
of the Monetary Cooperation Programme (MCP) of the West African Monetary Institute. The
MCP seeks to forge increased cooperation among the West Africa countries outside the CFA
zone (i.e., Nigeria, Ghana, Guinea, the Gambia, Liberia and Sierra Leone). The cooperation is
expected to eventually translate into the Second Monetary Zone under ECOWAS by 2009.
As at June 2005, Sierra Leone was a beneficiary of two ADB-financed regional projects: i)
the Nerica Rice Dissemination project and the Mano River Union HIV/AIDS prevention
project.

4.6 Bank Group Assistance

4.6.1 Based on the analysis of the development challenges facing Sierra Leone as
outlined above, the focus of the Bank Group is to work in partnership with other donors with
a view to assisting in resolving the country’s overriding problems of extreme poverty, high
unemployment, food insecurity (compounded by poor infrastructure) and dismal social
indicators, especially with respect to the Millennium Development Goals (MDGS). The Bank
Group’s 2005-2009 programme, will be financed through grants, and is highly selective,
building on the existing programmes under the 2002-2004 CSP.
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4.6.2 Under the first pillar, promoting economic growth, the Bank will provide a
balance of payment support operation that is focused on deepening the country’s
macroeconomic reform programme over the period 2005-2009. Deepening the
macroeconomic reform programme will assist the country improve its macroeconomic
framework and promote growth. The specific reform programme supported through this
operation will include decentralization programme, improving public expenditure
management and creating an enabling environment for private sector.

4.6.3 The reform programme will aim at maintaining a stable macroeconomic
environment involving high GDP growth of between 6 and 9 percent per annum, between
2005 and 2007, single digit inflation rate of 5 percent per annum by 2007, as well as
reduction of fiscal deficit and elimination of domestic bank financing of the deficit. The
maintenance of a stable macroeconomic environment is essential and the sine qua non for
economic growth and poverty reduction. This will be made possible through a combination of
enhanced revenue outcome (through the newly established National Revenue Authority
(NRA)) and better public expenditure management.

4.6.4 Besides providing support for the macroeconomic framework, the Bank will
extend support for rehabilitating carefully selected infrastructure projects that could have
significant impact on poverty reduction and enhancing food security, especially for the rural
poor. To this end, the Bank will focus on undertaking road rehabilitation studies, selected
institutional support and capacity building in institutions focusing on infrastructure, and
actual road rehabilitation. Under the road rehabilitation component, the CSP will support
improving the current poor road link between the capital city Freetown and the Eastern
Province Kono District (Matotoka to Sefadu Road). The rationale for selecting this area being
that the distribution of agricultural inputs, as well as the transportation of agricultural produce
to markets in Freetown is currently severely constrained. This makes it difficult for
smallholders and other agricultural producers to realize the full potential of the operations.

4.6.5 Improved infrastructure will therefore contribute significantly to increasing rural
incomes and reducing poverty. The Bank will further consider building the Freetown-Lungi
and Bandajuma to Mano River Bridge Roads, which are expected to facilitate national
integration.

4.6.6 Due to the prolonged civil war that ended in 2002, Sierra Leone’s institutions have
been weakened considerably and competent staff has fled the country. Incentives are still
necessary to encourage well-trained and experienced staff to rejoin the civil service.
Institutional reform is necessary to increase efficiency of the Ministries of Transport and
Works and its agencies. As part of the proposed “Road Studies and Transport Sector
Institutional Support Project (RSISP)”, the objectives of the project components are to
strengthen the institutional capacity of the Transport Sector in enabling the Ministries of
Transport and Works, the Sierra Leone Roads Authority (SLRA) and the Sierra Leone
Maritime Administration (SLMA) to plan, budget and manage its capital investment in the
transport sector more efficiently. The goal is to provide assistance to SLRA and SLMA in
coordinating and implementing various activities related to mobilization of international
funding, to projects and studies implementations based on an agreed action plan. The action
plan aims to facilitate the rehabilitation and improvement of road and maritime/coastal/fluvial
transport comprising efficiency improvement and access improvement (dredging, jetties) of
key coastal and river ports.
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4.6.7 Water supply and sanitation will be addressed through the Bank Group’s Rural
Water Supply and Sanitation Initiative (RWSSI) and works for the rehabilitation of three
district headquarter towns, while the needs for power will be addressed through the
rehabilitation of Bumbuna Hydroelectric Power project.

4.6.8 Under Pillar 11, the Bank will consolidate its existing programme directed at
investing in human development, which embodies rehabilitation of education institutions,
vocational and technical training, HIV/AIDS, and improved services delivery, all falling
under pillar Il of promoting human development. To this end, the Bank will complement the
Government by assist in implementing the Health Sector Three Year Rolling Plan (2005- 07).
The Plan sets the framework for the development of a sector wide approach at the end of the
planned period (2007). It is based on the health sector’s major goal, which aims to reduce
morbidity and mortality rates, especially among the high-risk groups. Its objectives include
delivery of quality, efficient and equitable primary health care to the population, especially
those living below the absolute poverty line particularly in the rural areas.

4.6.9 Financing Activities: The total allocation for the implementation of the 2005-2009
CSP includes the resources that would be allocated to Sierra Leone under ADF X (2005-
2007) and part of the resources of ADF XI (2008-2010). Sierra Leone’s evaluation under the
Country’s Policy and Institutional Assessment determines its base case allocation. Under this
framework, Sierra Leone is ranked as a well-performing country, and will be a grant-only
country during ADF-X lending cycle. The evaluation of the performance of Sierra Leone has
enabled its base allocation to be set at a maximum of UA 29.68 million. As indicated above,
three operations will be financed under ADF-X: i) the Economic Rehabilitation and Recovery
Programme (ERRP); ii) the Health Sector Rehabilitation Project; and iii) the infrastructure
rehabilitation project. Operations to be funded under ADF-XI will be determined during the
mid-term review of the CSP. This Third Economic Rehabilitation and Recovery Programme
(ERRP-I11) will be executed as a quick disbursing balance of payments support operation.

4.6.10  Justification for the ERRL-III: The ERRP-III is the third in a series of policy-
based operations that the Bank has extended to Sierra Leone since the restoration of peace in
2000. The main objective of the operation is to support the on-going initiatives of the
Government that focus on improving the economic governance situation in Sierra Leone,
building on reform efforts in this area initiated under the previous two policy-based
operations. As such it will target improving transparency and accountability in two main
areas of economic governance: (i) improving public financial management; and (ii)
improving and strengthening decentralization and local government reform. At the same
time, it will provide relief to the expected weak balance of payments situation, for 2005-
2007, and contribute to stabilizing the key macroeconomic prices of inflation, interest and the
exchange rate.

4.6.11  CSP Performance Benchmarks: The 2005-2009 CSP performance benchmarks
will be based on the analysis of Sierra Leone’s Country Policy and Institutional Assessment
(CPIA) over the period 2002-2004. The CPIA assesses the quality of the country’s present
policy and institutional framework and plays a key role in the Bank’s mechanism of
allocating resources among its ADF countries. Along with the performance of the portfolio, a
country’s CPIA rating plays a major role in determining the volume of resources allocated to
the country at the start of every lending cycle. The CPIA evaluates countries according to 16
criteria, grouped into four categories: i) economic management; ii) structural reforms; iii)
policies for social inclusion/equity; and iv) public sector management and institutions.
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4.6.12 Analysis conducted on the Sierra Leone’s CPIA ratings for 2002-2004 suggest that
the greatest areas of concern (those with a rating of 2.5 or below out of a scale of 5) include
the low implementation of reforms in the financial sector, gender inequality, lack of equity in
the utilization of public sector funds, the poor enforcement of property rights and rules base
governance and business regulatory environment. Based on the analysis of the CPIA, the
Bank Group will focus on improving Sierra Leone’s CPIA in the areas mentioned above
(Table 3)
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Table 3: Weak Areas of CPIA and Benchmarks to Monitor Improvement in Rating

24.1

under Public Sector Managment
and Institution criteria) - Para

Leone Governance Profile in 2005.

ii) Sensitize the Government on the need to
improve legislation on property rights;

iii) In partnership with the Government and other
development partners strengthen the institutional
and human capacity of the judiciary and legal
framework;

iv) Assist in updating and improving legislation
on property rights

Bankruptcy Act

ii) Review and enacted other

laws relating to property
rights and rules based
governance

Benchmarks
Weak Areas Action Plan to Improve Rating 2007 2009
Property Rights and Rule|i) Focus on issues of property rights and rule|i) Reviewed and enacted the|i) Number of property
Based Governance (cluster 12|based governance during the prepration of Sierra|Companies Act and|rights legislations

enacted between 2007
2009

the  Economic
criteria) — Section 2.3.3

Financial Sector (cluster 5 under
Management

i) Sensitize government on the need to hasten
privatization of the two government--owned
entities in the financial sector

i) Government should have

privatized the two state-
owned entities in  the
financial sector

i) Privatize at least 21
or 50 percent of the 42
public enterprises
scheduled for|
privatization by 2005.

Gender Equality

Inclusion /Equity)  —see

2.45and5.3.3

(cluster 7
under the Policies for Social
Para

i)  Prepare Gender Profile for Sierra Leone in
2006 ;

ii) Based on the findings of the Gender Profile
sensitize the Government on areas requiring
improvement

i) Eliminate gender disparity
in primary level eductaion.
Gender  enrolment  ratio
(females to males) in primary
level education has stagnated
at 98 percent since 2003 (see
paragraph 2.5.5)

i) Eliminate gender
disparity in Junior and
Secondary  Schools.
Gender enrolment
ratio for Junior and
Secondary  Schools
have stagnated at 72
percent since 2003
(see paragragh 2.5.5)

Social Inclusion/Equity criteria)
-Para2.4.2and 2.4.3

Equity of Public Resource Use
(Cluster 8 under Policies for

-i) In partnership with other donors support the on-
going decentralization process through the
Economic Rehabilitation and Recovery
Programme

iii) Provide capacity building support to
improve  transparency, accountability and
effectiveness of public resources management by
Central Government

iv) Continue to strengthen the institutional
capacity for the Audit Services Department

i)Completion and publication
in Sierra Leone Gazette of
the 2006 and 2007 Public
Expenditure Tracking
Surveys (PETS)

least four line
develop and
anti-corruption

i) At

Ministries
publish

strategy.
iii) Arrears on annual audit
reports by the Audit
Services Department
reduced from 3 years in
2006 and thereafter make it

current (see paragraph
46.12);
iv) Reached the HIPC

completion point that would
facilitate the release of more
resources  for  pro-poor
spending.®

i)  Atleast 14 out of|
the 19 elected Local
Councils should
publish  development
plans that respond to
local development
priorities

ii) At least 14 out of|
the 19 elected councils
meet the tranparency
and financial
management
accountability
requirements as per
the Local Government
Act 2004 (see
paragraph 4.6.12)

Social
(Cluster 10 under
Sacial Inclusion /Equity)

Protection and Labor
Policies for

i) Sensitize the Government to ratify the
Fundamental Labour Conventions stipulated by
the International Labor Organization (Para
2.4.17)

i) Government ratifies all the
eight labor conventions

i) A framework is
established of
monitoring the
implementation of all
labor conventions.

4.2.8)

Bank Group Portfolio (para

i) Improve monitoring/evaluation the

Government of the Bank Group portfolio;

by

ii) Improve the availability of counterpart funds
iii) Conduct training on Bank Group’s
procurement and disbursement regulations each
year, 2006-2009, given the high turnover of staff
in PIUs.

i)  Establish the
mechanism that allow for
regular ~ monitoring  and

evaluation of projects

ii) Ensuring that adequate
provisioning is made that
covers counterpart funding
for all Bank financed
projects in the 2006 and
2007 fiscal budget

i) Ensuring adequate
provisioning is made
that covers counterpart
funding for all Bank
financed projects in
2008 and thereafter.

® The implementation of Sierra Leone’s PRSP is set to start in mid-2005, and the country could therefore reach
the HIPC completion point in mid-2006 at the earliest.
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4.6.13 With respect to promoting equity in the management of public sector resources
over the period 2005-2009, the relevant Government institution to focus on is the Audit
Services Department, which acts as a watchdog over the utilization of public resources. The
role of the Audit Services Department is to prepare the Annual Auditor General’s Report that
highlights cases of misuse of public funds centered, inter alia, on inappropriate tendering or
outright embezzlement of funds. The latest Annual Report of the Audit Services Department
was prepared in 2001. Given the three years arrears in the preparation of this Annual Audit
Reports, the Bank will require, as a benchmark, that all arrears on the annual audit reports by
the Audit Services Department are reduced from 3 years in 2006 to one year by 2007 and
thereafter make it current. Related benchmark on promoting equity of public sector
resource use focus on the on-going financial decentralization programme and aims at
ensuring that by 2008 at least fourteen local councils will meet the transparency and financial
accountability requirement as per the Local Government Act, 2004.

4.6.14 Non-Project Activities: Under this category of activities, the Bank will use
bilateral resources to undertake Economic and Sector Work that focus on informing Sierra
Leone’s post-conflict development challenges. The Bank will prepare Sierra Leone’s
Governance Profile that will outline the critical areas that require Bank Group support in this
area. The Bank Group will participate in the annual Public Expenditure Reviews, in
partnership with the World Bank and DFID.

4.6.15 Private Sector Strategy: Currently, the Bank has no project in Sierra Leone in its
private sector portfolio. The Bank intends to support the Government in improving the
business environment. It will also consider possible support in the financial sector and in
infrastructure. Development of this key sector would take the form of Public- Private
Partnership and the Bank will assist particularly in the area of power generation.

4.6.16 Expected Results: The Bank shares the Government’s goal, expressed in the
PRSP, of increasing and maintaining the growth rate of Real GDP at 6 to 7 percent per
annum, over the period 2005-2007. Such a high growth rate is required in order to reduce the
poverty headcount from 70.5 percent in 2004 to 66.3 percent by 2007. While no targets for
reducing unemployment were set in the PRSP, it is expected that the Bank Group’s support
could lead to improved employment, especially through the infrastructure project. In addition,
through the budget support operation, the Bank Group strategy will work to reducing upward
pressure on inflation, interest and the exchange rates, thus helping to restore and maintain
macroeconomic stability and create the enabling environment for private sector activities.
The operation will further finance imports that are required to revive private sector activities.
The private sector strategy of the CSP will further assist in creating employment
opportunities through the provision of micro-finance activities for small-scale enterprises and
informal sector activities.
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4.7 Partnership and Harmonization

4.7.1 The Government has significantly improved aid coordination through the regular
holding of Development Partners Committee (DEPAC) Meetings, since the last Consultative
Group (CG) Meeting in 2002. In this regard, the first DEPAC meeting was held on March
2003, co-chaired by the Vice President of Sierra Leone, the World Bank Country Director for
Sierra Leone and Ghana, and the UNDP Resident Representative in Sierra Leone. Since then,
11 DEPAC meetings have been held, with the last one being held in Apil 2005. The DEPAC
meetings, which are always well attended, have proved very effective in coordinating
external assistance as well as for assessing the implementation of the Government’s
Economic and Poverty Reduction programme.

4.7.2 Donor coordination has been, and will remain, particularly strong on issues of
governance and public financial management. This is in recognition of the damage done to
the capacity for good governance by years of corrupt governance before the war and by the
war itself. Public finance management, incorporating the overall budget process, regulatory
framework, procurement, and financial management remain key area of support by various
development partners of Sierra Leone.

4.7.3 The key budget support donors have agreed in principle to the development of a
Framework for Multi-Donor Budget Support to cover the period 2006-08. The framework
will aim to coordinate donor support for the Government’s reform program and PRS. It will
set out clear goals, monitorable progress indicators and areas of responsibility for
Government and for each donor. The initial framework is expected to be negotiated in 2005,
in time for the 2006 budget and the next round of Development Policy support from the
World Bank.

V. RESULT BASED MONITORING AND EVALUATION
51 Monitoring of the CSP Outcomes and Bank Group Performance

511 Performance in the implementation of the 2005-2009 CSP would be monitored
through the preparation of the CSP Updates every two years starting from 2006. A CSP
implementation report was also be prepared at the end of the implementation cycle in 2009.
The CSP updates will be complemented by the annual Country Portfolio Performance
Review (CPPR) exercise, which will be undertaken in 2005, 2007 and 2009. Supervision and
Mid-Term Review Reports, along with the preparation and appraisal of the projects proposed
under the CSP, will also serve as an opportunity to monitor the implementation of the
programme.

51.2 The CSP Updates, and the CPPR Reports will be aligned with the 2005-2009 CSP
result framework, which will serve as the main instrument for assessing progress in achieving
CSP output/outcomes, evaluating the risks that will hinder achievement of the desired results,
and identifying issues affecting the portfolio. The 2007 CPPR will serve as a mid-term
review evaluating the 2005-2009 CSP outcomes and, in light of the findings, determining
whether there is the need to make mid-course adjustments. A completion report on the
implementation of the CSP will be prepared at the end of the five-years CSP cycle. The
wider and more detailed monitoring indicators of the full PRSP will be used in monitoring
the implementation performance of the 2005-2009 CSP. The Bank will closely coordinate
and collaborate with the PRS Secretariat.
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5.2 Managing Risks

521 An analysis is undertaken of the risks that confront the implementation of the
2005-2009 CSP for Sierra Leone in section 3.4 above. The countervailing measures that will
be implemented to manage the impact and effects of the identified risks on the
implementation of the CSP are also provided. Overall, the Bank Group’s interventions in
Sierra Leone will be designed with a view to mitigate and limit exposure to the risks
identified in section 3.4 above.

5.3 Country Dialogue lIssues

53.1 The main dialogue issue over the 2005-2007 period will focus on assisting Sierra
Leone improve its rating with respect to the traditional weak areas of the Country Policy and
Institutional Assessment that are identified in Table 3 above. The issues revolve around three
broad areas: (i) improving the capacity of public institutions involved in public expenditure
management; (ii) gender mainstreaming; and (iii) improving the legal and judicial framework
in Sierra Leone.

5.3.2 Improving the Capacity of Economic Governance Institutions: The Bank will
continue to hold dialogue with the Government with a view to strengthening the productive
capacity of the institutions involved Public Expenditure Management (PFM), as well as
rebuilding the destroyed management, policy-making and implementation capacity of the
Ministry of Finance. The desire to strengthen the capacity of institutions involved in PEM is
derived from the 2001 Country Financial Accountability Assessment (CFAA) and the May
2004 Sierra Leone’s Heavily Indebted Poor Countries (HIPC) Expenditure Tracking
Assessment and Action Plan (AAP), which reveals serious weaknesses that create high
fiduciary risks in the current PEM system. The improved capacity will further assist the
Government in meeting the 2005-2009 CSP benchmark of reducing arrears on the auditing of
public expenditure by the Audit Services Department, in addition to ensuring that the
decentralization of public financial management is undertaken smoothly.

5.3.3 Monitoring the Implementation of the PRSP: The Bank will maintain a
continuous dialogue on the entire PRSP process, including its implementation, monitoring
and evaluation. The principal gender issues that continue to hamper women from
participating fully in the development process will be given special attention, given its role in
undermining Sierra Leone’s poverty reduction programme. The Bank will further enhance
dialogue on the fulfillment of conditions relating to Sierra Leone’s HIPC programme. These
conditions are tied to the progress that the country makes with respect to implementing the
full PRSP. Current estimates are that Sierra Leone could reach the HIPC Initiative completion
point in mid-2006, after one year of successful implementation of the full PRSP, which is a
benchmark for the 2005-2009 CSP.

534 Portfolio Review: Given the need to improve the development effectiveness of
the Bank Group’s operations, and on account of the importance of the Bank Group’s portfolio
in influencing the country’s allocation, the Bank will continue to hold dialogue with the
Government on the generic issues that continue to hamper project implementation in Sierra
Leone. The Bank Group will particularly focus on maintain dialogue with the Government on
the measures that could be continuously implemented in order to improve on the soundness
of the portfolio, which include timely allocation of counterpart funds and improves capacity
in the implementation units. The proposed Bank Group’s National Project Office (NPO) that
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will be established in Freetown in 2005 is expected to play a crucial role with respect to
dialoguing with the Government on portfolio improvement. The National Programme Office
will eventually be translated into a full National Country Office (NCO) by 2006.

VI. CONCLUSIONS AND RECOMMENDATION

6.1 Conclusions: Sierra Leone has made substantial progress in consolidating peace,
social and economic security for its people since the end of the conflict in 1999. This has
been complemented by its efforts to promote transparent and inclusive governance. While
there is a continued need for rehabilitation and recovery, the next challenge for the
Government is to consolidate its post-conflict successes and reorient its policies in ways that
are conducive for long-run growth and poverty reduction. This reorientation, articulated in
the context of Sierra Leone’s full PRSP will continue to require support from the country’s
development partners.

6.2 Recommendation: The Boards of Directors are invited to endorse the proposed
strategy for Sierra Leone covering the period 2005-2009.



ANNEX | : SIERRA LEONE: SUNMMARY OF BANK GROUP OPERATION AS AT MARCH 20035 (in UA million)
YWindow Sector name (5) FProject title Signature date |[Amount Signed| Cancellations Met Signed _Cumulatlve c = o] Dlshursl?ments
disbursements Balance ratio
ADB Agriculture GAMBI-MATTRU QOIL PALM PROJECT 0S-juil-73 2100 000,00 = 2100 000,00 a0 ooo,00 = 100,00%
ADB Agriculture SAMBES MATTRL OIL PALRM O6-mars-75 1400 000,00 9 485,26 1390511.74 1390 511,74 = 100,00%
Agriculture Total 4 500 000,00 9 488,26 4490 511,74 4 490 511,74 = 100,00%
ADHE Finance LINE OF CREDIT {I O6-janv-75 1 000 000,00 = 1 000 000,00 1 000 000,00 = 100,00%
ADB Finance LINE OF CREDIT I} I0-janv-78 2000 000,00 984 715,15 2015 284,85 2015 284,85 = 100,00%
Finance Total 4 000 000,00 984 715,15 3015 284,85 3015 284,85 = 100,00%
fan)=] Transport LIMNK ROAD PROJECT 05-déc-73 644 7U9,99 - 44 799,99 E44 799 99 - 100,00%
fan)=] Transport LINK ROAD PROJECT (5.1 O7-mai-7¥5 251 830,60 = 251 230,60 251 830,60 = 100,00%
Transport Total 2096 620,59 = 296 630,59 2096 620,53 = 100,00%
ADB water SupiSanit EXTERSIOMN OF WATER SUPPLY NETWORK 27-mai-70 1 500 000,00 178 204,46 1321 795,54 1321 795,54 = 100,00%
ADB wwater SupiSanit FREETOWY WATER SUFPFLY 02-mai-79 1 400 000,00 316 058,69 1083 941,31 1083 941,31 = 100,00%
VWater Sup/Sanit Total 2900 000,00 494 Y6315 2405 736,85 2405 736,85 - 100,00%
ADE Total 12 296 630,59 1 488 466,56 10 808 164,03 10 808 164,03 = 100,00%
ADF Agriculture MASTER PLAN STUDY FOR AGRIC. SECTOR 21-févr-92 1 676 315,00 = 1 676 315,00 1375 816,44 300 498,56 82,07%
ADF Agriculture TORMABUM RICE DEVELOPMERMT 0g-févr-79 4 421 050,00 322 635,69 4 0938 414,31 4 098 414,31 = 100,00%
ADF Agriculture MORTHERK INTEGRATED AGRICULTURAL DEVELFT 28-juil-21 67232 680,00 0,50 6 723 679,50 6 723 679,50 = 100,00%
ADF Agriculture ARTISAMAL FISHERIES DEVELOPMEMNT PROJECT 15-janwv-02 10 000 000,00 = 10000 000,00 1621 977,96 8378 022,04 16,229%
STUDIES FOR IRRIGATION IM ROKALD ARD RHOMBE
ADF Agriculture Sl P O4-aoit-98 1 650 000,00 = 1 650 000,00 547 163,26 1102 836,74 32,16%
ADF Agriculture MOvAMBA INTEGRATED RURAL DEVELOFPEMENT 26-0ct-79 ¥ 368 416,00 0,69 7 368 415,31 7 368 415,31 = 100,00%
ADF Agriculture AGRICULTURAL SECTOR REHABILITATION PROJECT O4-awvr-05 10 000 ooo,00 = 10 000 a00,00 - | 10000 000,00 0,00%
ADF Agriculture AGRICULTURE SECTOR REHABILITATION GRANT Od4-awvr-035 2000 000,00 = 2 000 000,00 = 2000 000,00 0,00%
Agriculture Total 43 839 461,00 322 636,28 43 516 824,12 21 735 466,789 [ 21 781 357,34 49,95%
ADF Finance LIMNE OF CREDIT TO M.C.B. 21-févr-92 9210520,00 1488 291,91 T 22 228,09 7559 053,09 163 175,00 97,89%
ADF Finance INSTIT.SUFFORT TO M.D.H. AGRIC.SECTOR 21-févr-92 1 842104,00 1567 783,87 274 32013 274 32013 = 100,00%
Finance Total 11 052 624,00 2 056 075,78 7 0096 548,22 7833 373,22 162 175,00 97,969%
ADF Multi-Sector STRUCTURAL ADJUSTMEMNT PROGRAMME 06-nowv-92 12 421 040,00 = 18 421 040,00 12 421 040,00 = 100,00%
ADF Multi-Sector REHABILITATION AMD RECOMNSTRUCTION PROJECT 11-févr-00 8 000 000,00 = 8 000 000,00 7912 228,59 av 771,41 98,90%
ADF Multi-Sector REHABILITATION AMD RECOMSTRUCTION PROJECT 11-févr-00 1 210000,00 - 1 210 000,00 204 443 86 405 556,14 BE,A48%
ADF hMulti-Sector PROGRAMME FOR DEEHT MANAGEMEMNT (GRAMT) 09-mai-91 451 315,00 266 108,69 185 206,31 1845 206,321 = 100,00%
ADF hMulti-Sector SoCIAL ACTION PROGRAMME 06-nov-92 5526 312,00 282 311,45 5 244 000,55 5 244 000,55 = 100,00%
ECOMOMIC REHABILITATION ARD
ADF Multi-Sector RECOMSTRLICTION LA 13-juin-01 10 000 000,00 12 307,46 9 987 692 54 9987 692 54 = 100,00%
ADF Multi-Sector ECOMOMIT REHAB. ANMD RECOVERY LOAR-1I 2 -janv-04 17 280 000,00 = 17 280 000,00 99808 158,28 7 290 841,72 57,819%
ADF Multi-sectar STREMGTHEMN PUBLIC FINAMCIAL MAMNAGEMENT Od4-awvr-05 2790 000,00 = 2790 000,00 = 2790 000,00 0,00%
Mukti-Sector Total 63 678 667,00 560 727,60 63117 939,40 5254377013 [ 10574 169,27 83,25%
ADF P owwer BUBUMMNA HYDRO-ELECTRIC PROJECT 21-janv-91 32107 873,00 - 32107 273,00 32107 873,00 - 100,00%
ADF P owwer BUMBUMNAFALLS HYDRO-ELECTRIC PROJECT 21-janv-91 2542 104,00 = 2542 104,00 2541 574,449 529,51 99,98%
Power Total 34 649 977,00 = 24 643 977,00 34 649 447 49 529,51 100,00%
ADF Social QUALITY IMPROVMERNT FOR BASIC EDUCATION 21-féwr-92 1022 368,00 = 1022 368,00 992 849,59 2951841 97, 11%
ADF Social EDUCATION I 21-Tévr-93 12 553 939,00 = 12 553 939,00 12 278 879,67 275 059,33 97,81%
ADF Social BUMNUMBLU TEACHERS COLLEGE 05-aolt-77 4 605 260,00 783,35 4 604 476,65 4 604 476,65 = 100,00%
ADF Saocial SUPFPORT TO BASIC/MOMN-FORMAL EDUC. &WST 16-janv-03 15 000 000,00 = 15 000 000,00 G577 309,88 [ 14 422 6012 3,85%
ADF Social SUPPORT T BASIC/HMOMN-FORMAL EDUC, &WST 16-janv-03 1 000 000,00 = 1 000 000,00 99 202,46 900 797,54 9,92%
ADF Social HEALTH SECTOR STUDY 19-mars-90 1086 841,00 62 178,23 101866277 101866277 = 100,00%
ADF Social HEALTH SERVICES REHABILITATION PROJECT D4-za00t-98 10 500 000,00 = 10 500 000,00 6 547 398 66 3952101,34 62, 36%
ADF Social POVERTY ALLEVIA AMND SUPPORT FOR GOWERRM 15-jany-02 8960 000,00 = H960 000,00 399 273 63 60 726,37 41,59%
ADF Social SoCIAL ACTION SUPPORT PROJECT (SASP) 17-juil-032 10 000 000,00 = 10000 000,00 1198 398,05 2801 601,95 11,989%
ADF Social SoClAL ACTION SUPPORT PROJECT (SASP) 17-juil-03 2000 000,00 = 2000 000,00 2343374 1976 566,26 117%
Social Total 58 728 403,00 63 961,53 S8 659 446,42 27 740 33510 [ 30919 061,32 47,29%
ADF Transport FREETOWYWMN-LUMNGI ROAD STUDY 26-sept-03 1 256 000,00 - 1 256 000,00 - 1 256 000,00 0,00%
ADF Transport HIGHWAY MAITERANCE 22-s5ept-81 G447 364,00 1 541,58 B 445 822 42 B 445 822 472 = 100,00%
ADF Transport MATOTORA-SEFADU ROAD REHABILITAION PROJECT 28-févr-94 9 200 000,00 = 9 200 000,00 8014942 41 1185 057,59 87,12%
Transport Total 16 903 364,00 1 541,58 16 901 222,42 14 460 764,83 2441 057,59 85,56%
ADF Water SuptSanit Water Supply and Sanitation Study 03-sept-04 250 000,00 - 250 000,00 - 250 000,00 0,00%
ADF water SupiSanit FREETOWYMN SEVWERAGE 31-juil-78 414 473,00 71.185.88 343 287,12 343 28712 = 100,00%
Ywater Sup/Sanit Total 1 264 473,00 71 185,838 1193 287,12 343 28712 850 000,00 28,77%
ADF Total 230 116 974,00 4021 129,30 226 035 844,70 159 306 494 67 | 66 724 350,03 F0,48%
GRAHD
TOTAL 242 413 604,59 5 569 595,86 236 814 003,73 170 114 658,70 66 729 350,03 ¥1,83%
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SIERRA LEONE: BANK GROUP STRATEGIC FRAMEWORK MATRIX
Vision/Theme/Sector/ Government Strategy and Bank Assistance Critical Success Performance Risk Targets/ Monitoring Indicators Bank Group
Policy Reforms Measures Strategy: Overall Factors/Risks/Assumptio | Indicators and Results Instruments
Objectives and Goals ns Maesurement
1. Revive the Economy 1. Effective Provide support for on- | 1. Consolidation of 1. Ex-combatant 1. Achieve GDP growth rat of 1. Policy-based

Implementation of the going economic reforms in peace reintegrated in 7% by 2007; grants;
Poverty Reduction and order to strengthen the society 2. Reduce inflation to below 3% | 2. HIPC
Growth Facility (PRGF) | foundations for sustainable | 2.  Capacity Building by 2007; contributions
development through 2. Police 3. Reduce domestic primary 3. Technical
improvement of social and redeployment in balance to below 3% by2007; Assistance
economic infrastructure, areas under 4. Reduce external debt service 4. Economic Sector
and create an enabling Government to 14.5% of exports by 2007. work
environment  for  the Control 5. Maintain interest and
private sector. exchange rate stability
6.  Lower domestic debt to
sustainable levels
2. Structural reforms 1. Effective Support the continued 1. Consolidation of 1. Improved 1. Number of enterprises 1.  Policy based
Implementation of the | implementation of peace transparency and privatized Grants
structural reforms in structural reforms accountability in
1-PRSP especially those focusing Capacity building in the the use of public 2. Annual Reports by the 2. Technical
on all aspects of key Ministries, the sector resources Auditor General Department Assistance
2. Accelerate the governance, reforms in Auditor General’s 3. Economic Sector
privatization and public revenue and Department and the Anti- 2. Enhanced legal 3. Action taken by the work
divestiture process expenditure management, Corruption Commission and judicial Government on those
and privatization capacity Ministry involved in misuse of public
of Justice sector resources
SECTORAL
PRIORITIES
3. Revive agricultural 1. Assist to resettle the 1. Increase national and 1. Provision of support 1.  Establishment of 1.  Food secured population Project grants
activities displaced farming household food for overall sector police post, local increase by 20 percent
population security and incomes rehabilitation government
for sustainable socio- administrationand | 2.  Poverty head reduced from
2. Intensify small farmer economic 2. Strengthening of the provision of 70.5 percent in 2004 to 66
cultivation practices development capacity of services essential services. percent in 2007
providers (research
3. Improve the provision | 2.  Sustainable poverty and extension 2. Substantial 3. Agricultural GDP grows from
of improved seeds, reduction services progress in 5.5 percent in 2003 to 7.5
fertilizer, and other resettling the percent in 2007
inputs 3. Rehabilitated rural 3. Provision and displaced
market centers dissemination of population 4. Production output from food-
4. Training of extension improved seeds, crops (rice), forestry,
staff 4. Provision of micro- fertilizers, and other 3. Improved livestock, fisheries increase,
credit farm inputs intensive farming on average, 2 to 3 fold over
5. Undertake a full practices the current levels
agricultural census to 4. Provision of support
provide baseline data to artisanal marines 4. Increase in land 5. Number of people resettled in
for the entire sector fisheries and under cultivation their rural homes
pisciculture
development 5. Increase

5. Improve feeder roads

availability and
affordability of
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Vision/Theme/Sector/ Government Strategy and Bank Assistance Critical Success Performance Risk Targets/ Monitoring Indicators Bank Group
Policy Reforms Measures Strategy: Overall Factors/Risks/Assumptio | Indicators and Results Instruments
Objectives and Goals ns Maesurement
and bridges to open farm inputs
up access to markets
6.  Enhance the
6. Rehabilitate rural effective delivery
market centers of production-
based research
7. Provision of output and
microfinance extension services
7. make substantial
progress in
rehabilitating
market centers,
feeder roads and
bridges
4. Rehabilitate basic 1. Rehabilitation of Provide both 1. Support from key 1 Budgetaryal Number of roads constructed and Project grants
infrastructure roads in the country technical and donors location to rehabilitated
financial resources rehabilitate roads
2. Promote private for the 2. Improved Number of new
sector participation rehabilitation and management of 2. Various aspects telecommunications companies
upgrading of the public sector of capacity
3. Privatize infrastructure resources building Rural population with access to
communications undertaken water
Assist in the 3. Capacity building in
4. Improve supply of development of an Sierra Leone Roads
energy, integrated transport Authority and in the
system at both Ministry of
5. Improve water supply national and Transport and
regional level. Communication
6. Address the effective
management of water Support initiatives | 4. Complete
for the urban user that enhance rehabilitation of the
private sector Bumbuna
involvement in the Hydroelectric power
provision and project
operations of the
transport system
5. Rehabilitate education 1. Rehabilitate primary Expanding primary Increase budgetary 1 Overall fiscal - Number and type of Project grants
services schools and schools and allocation to the deficit remains educational institutional
vocational training vocational training social sectors on track at below rehabilitated each year
centers centers to cater for 3.5% of GDP
the increased In education increase | 2. Implementation - Number of teachers training
2. Improve teacher demand of allocation to 18% by of the HIPCs
training education 2003 from 15 % in programme - Enrolment rates in primary
following the 2000 schools
implementation of 3. Increase
3. Strengthen capacity of the non-fee policy In health, increase Government - Enrolment rates for girls in
MYES and to reduce allocation from 18% revenue from primary schools
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Vision/Theme/Sector/ Government Strategy and Bank Assistance Critical Success Performance Risk Targets/ Monitoring Indicators Bank Group
Policy Reforms Measures Strategy: Overall Factors/Risks/Assumptio | Indicators and Results Instruments
Objectives and Goals ns Maesurement
overcrowding in in 2000 to around 11% of GDP in
the few existing 21% in 2003 2001 to around - Reduction in drop-out rates
schools, mainly in 14% by 2003
the safe urban - Reduce gender and
areas 4, Resumption of rural/urban gap in school
increased enrolment
2. Provide basic texts economic
- Health books, equipments, activities
1. Improve the health and Implementation of the
status of the teaching/learning HIPCs programme
population materials
1. Increase the provision of
1. Increase co-ordination health services
with other sectors to 1 Rehabilitation
support health health services 2. Reduce infant/child mortality
improvements. 2. Carry out a rates
baseline survey of
the destroyed
health institutions
- .HIV/AIDS 1. Sensitise the 1. Reduction HIV infections
community on among the 15-49 age group
HIV/AIDS (2000 as base year)
2. Prepare the grounds
for providing care for
people living with
HIV/AIDS (PLWHA)
and their families,
continuous supportive
counseling and the
management of
opportunistic
infections
6. Governance 1. Apply the main Mainstream good Improved public policy Economic Sector Work
principles of governance in all management
governance (access to | operations in a manner that Grants
justice, transparency, is consistent with the Bank Level of decentralized activities
accountability, public | Charter, mandate and
participation and current development Improved public expenditure,
democracy) to reduce | priorities of accelerating procurement and asset management
human deprivation, economic growth,
promote human rights | promoting human resource Greater transparency and
and achieve development and reducing accountability
sustainable growth poverty in Sierra Leone.
2. Improve the capacity
and role of the sate
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Vision/Theme/Sector/
Policy Reforms

Government Strategy and
Measures

Bank Assistance
Strategy: Overall
Objectives and Goals

Critical Success

Factors/Risks/Assumptio

ns

Performance Risk

Indicators and Results

Maesurement

Targets/ Monitoring Indicators

Bank Group
Instruments

3. Improve resource
generation, allocation
and management

4, Ensure equitable
distribution
5. Decentralize power

and management

7. Facilitate private sector
entrepreneurship in
both agriculture and
industry.

1.  Promoting land
administration reform
to improve security of
land tenure by
addressing issues of
land title and land
security.

2. Providing incentives
including tax breaks
to attract
entrepreneurs into
agriculture and agro-
industries.

3. Vigorously
encouraging and
supporting agro-
industries targeted at
both the domestic
export markets

4. Supporting the
revival of mining
activities

1 Provide support to

Government to
improve the
business climate

2. Provide loans to
commercially
viable projects,

mainly in  the

agribusiness,
mining and
manufacturing
sectors;

3. Provide lines of
credit to selected
private  financial
institutions for on-
lending to
commercially
viable small and
medium scale

enterprises; and

Consolidation of
peace

Restoration of
confidence in the
economy and in
private sector
business activities

Increased
privatization

Reduction in of domestic debt
to sustainable levels

Maintaining interest and
exchange rate stability

Reduction of arrears owed to
private sector operators by
Government

Private Sector lending

Grants
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SIERRA LEONE: BASIC DATA SHEET
Comparative Socio-economic Indicators

Develo- Dewvelo-

Sierra
Y Afri i
ear Leone rica pm.g p.ed
Countrie Countries

Baszic Indicators

Area [ '000 K] T2 80081 #0976 o4 BGE CRUEETEPIEUELE
Total Population [fillions) 200 50 2485 G026 1 200,%
Lithan Population [% of Tatal] 2003 40 5 342 4x.1 TED
Population Dengity [per Kim? Z00E 63 283 GOLE 2ka
G| per Capita (LS 200% 160 04 1164 26 214
Lahar Force Patticipation - Total [%] 2003 3,2 433 45 6 G646
Lahar Force Padicipation - Female [%] 2003 3,2 41,0 T 444
Gender - Related Development Index Walue 1994 Lo hATE 0555 00,305
Hurnan Develop. Index [Rank atmong 174 countrie: 2002 177 n.a. n.a. n.a.

Popul. Living Below $1 a Day [% of Population] 19%9 BT 0 467 ZEn 200

Demographic Indicators

Population Growth Fate - Total [%] 2003 43 P 1,7 o0&

Papulation Growrh Rate - Litan (%] 2003 410 22 24 05

Population < 15 vears [%] 200 46 7 4z 0 K3 18,0 i

Population == 65 years [%] 200z a0 33 &1 14,% FPopulation Growth Rate (¥)
Dependency Ratio [%) 2003 892 #6,1 61,1 483 45 -

Sex Ratio [per 100 fernale) 2003 W5 99,0 102,32 a4 7| a0 /fé
Female Population 15-49 vears [% of tofal populatic 2003 2E3 240 264 254 35 7

Life: Expectancy at Birth - Total [years) 00% M2 EOT 62,0 TE0| =0 g

Life Expectancy at Birth - Female [years) SO0 w4 BT 66,2 7 s; == TR

Crude Bitth Rate [per 1,000] Z00% 441 7.0 40 12,0 1:5 £

Crude Death Rate [per 1,000] 200 292 16,2 4 10, 10 jff”f

Infart Mortality Rate [per 1,000) 2003 1745 206 B0, 75| 08

Child Wortality Rate (per 1,000] 2003 WEE 1333 798 10,2| WO
hiatemal hartality Rate per 100,000] 1992 1800 661 440 3] &2 %% 82833
Total FEI‘hlI‘l’!." Fate [FIEI’ Lnunman] 2003 644 449 243 1 -"_r| st zjcrra leons Africa
Ilamen Lizing Contraception (%) 1 S80)-95 4010 SA0 w40

Health & Nutrition Indicators

Phy=icians [per 100,000 people] 1995 i a7 6 TED ZET,0

Murzes [per 100,000 people] 15984 x4 105% 20 T2 Life Expectancy at Birth
Bitths attended by Trained Heafth Perzannel [%) 1499% &0 40 £E.0 S8,0 [Tear=)

Becess to Safe Water (% of Population) 200z BTN 644 TEQD 10000

Beoess to Health Services [% of Population) 1985 362 61,7 00 1000 e

Beoess to Sanitation [% of Population] 2000 ZED 426 G20 1000 [ 51 - e e e e
Percent, of Leults (aued 15-49) Living with HIVAID 2001 Y 1,2 03| 4

Incidence of Tuberculoziz [per 100,000] 2000 #4107 1440 11,0 =

Child Immunization Sgainst Tuberculozsis [%) 2003 0 #0 2,0 axof oM

Child Irrunization Luainst Meazles (%) 2003 Fi T 730 s00| s Z Z o @ momow o
Undenmeight Children [% of children under 5 wvears 990 287 2553 KAl % 8 9 202 § 2 E §
Daily Calorie Supply per Capita Z00Z 1836 2444 ZETE I EEs sierra leane == Africa
Public Expenditure on Heatth [z % of GDP) 199% 03 K 1% [

Education Indicators
Grozs Enroliment Ratio [%)

Primary Schoal - Tofal 2000 Tan o Ry 1,0 1022
Primaty School - Female 000 BE0 803 105,10 1020 (e Lleoa By [
Secondary School - Total 2001 2e0 0 428 B2ED a9k Ll
Secondary School - Female 2000 n Mz a6 %

Primary Schoal Female Teaching Staff (% of Tofal]  198% 294 46 3 a1

Delult Iiteracy Rate - Total %) 2000 . A 266

Bolutt literacy Rate - Male (%] 200z 2gd 14,0

Boutt literacy Rate - Female [%] 2000 45 7 a4z

Percertane of GDP Spent on Education 199% 10 &7 4

Environmental Indicators

Land Lize [Arable Land az % of Total Land Area) 2003 63 6,2 24

Annual Rate of Deforestation (%) 1995 20 0nr 0.4 -0,2 P 3 %% §z¢g gz

Annual Rate of Feforestation %) 1980 3_,0 1 0_,9 W sierra leane O Africa

Per Capita ©02 Emiszions [metric tong) 199 0,1 1.2 1,9 12,3

Source ;. Compiled by the Statisics Division from ADB datebazes: UMAIDS: Word Bank Lwve Datbaze and United Mations Population Division.
Motes: na. Mot Applicable ; ... Date Mot Available.
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Table 1: Sierra Leone: Selected Economic and Financial Indicators, 2005-2007

2001 2002 2003 2004 2005 2006 2007
Act. Act. Act. Est. Proj. Proj.. Proj..
(Annual percentage changes, unless otherwise indicated)
Income and Expenditure
Real GDP 17.1 27.5 9.3 7.4 9.4 7.1 6.5
GDP Deflator 2.0 -3.7 8.2 14.4 6.9 5.6 4.8
Nominal GDP 20.3 22.8 18.3 22.8 17.0 131 11.6
Consumer prices (end of Period) 34 -3.1 11.3 12.8 6.5 55 45
Consumer Prices (annual average) 2.6 -3.7 8.2 13.6 7.3 6.0 5.0
Money and Credit
Broad Money
(Including Foreign Currency Deposits) 33.7 30.1 239 15.6 16.5 14.4 11.7
(Excluding Foreign Currency Deposits) 30.8 32.0 229 11.3 16.6 13.2 11.6
Velocity (level; excl. foreign currency deposits) 6.5 6.1 5.8 6.5 6.5 6.5 6.5
Velocity (level; incl. Foreign currency deposits) 55 5.2 5.0 53 5.4 5.4 5.4
Domestic Credit/1 225 7.9 40.6 6.3 6.6 41 -0.9
Government/1 194 0.2 19.5 -2.0 2.7 0.5 -4.4
Private Sector/1 3.2 7.5 20.1 8.4 3.8 3.6 3.7
(annual percentage change) 24.6 62.3 64.5 42.0 155 14.6 14.7
Reserves Money 294 24.9 224 6.4 15.9 12.3 11.0
Interest Rates/2 14.7 15.0 20.2 27.0 17.3 160 15.0
External Sector
Export (U.S. dollars) 6.1 48.9 274 26.2 339 17.3 14
Import (U.S. Dollars)/3 20.6 54.4 15.6 22.7 4.9 0.7 6.1
Terms of Trade (- determined) 1.7 0.0 -0.1 -2.0 0.9 1.2 0.6
Real Effective Exchange Rate -15.5 -9.7 -17.2
(- depreciation; end of period)
(In percentage of GDP, unless otherwise stated)

Gross Domestic Expenditure 116.1 125.8 126.8 137.7 128.6 127.1
Gross Domestic Consumption 108.1 104.0 117.8 120.4 1116 110.3
Government 14.3 16.0 16.8 20.4 19.6 18.7

Private 93.4 88.0 101.0 100.0 92.0 91.6
Gross Investment 7.6 10.1 14.3 214 19.9 20.6 211
Government 4.8 44 4.9 8.9 7.3 7.8 7.8
Private 2.8 5.7 9.4 12,5 12.7 12.8 13.3
Gross national savings -9.9 53 6.7 9.9 11.7 15.7 15.8
Gross Domestic savings -10.0 -9.4 -7.1 -1.8 2.7 7.9 79
Government -3.2 -4.3 -3.3 -1.2 -0.5 0.7 15
Private -6.8 -5.1 -3.8 -0.6 3.2 7.2 6.3
Current account balance, including officials transfers -17.4 -4.8 -7.6 -115 -8.3 -5.0 -5.3
Current account balance, excluding official transfers -22.0 -12.1 -14.1 -17.7 -13.6 -9.7 -104
Goods and non-factor services -19.6 -19.5 -21.3 -23.2 -17.2 -12.7 -13.2
Unrequited private transfers and factor services (net)-3.3 7.1 7.0 5.2 34 2.8 2.6
Overall balance of payments 1.7 -0.3 -4.6 -2.6 -4.3 -2.4 -1.5
Government Revenue 13.0 12.1 12.4 12.2 12.9 14.5 155
Total expenditure and net lending 29.5 28.6 26.9 28.8 26.3 26.7 26.2
Of which: Current expenditures 24.8 24.2 22.1 19.9 19.0 18.9 184
Overall fiscal deficit
Commitment basis, excluding grants -16.5 -16.5 -14.5 -17.1 -13.4 -12.3 -10.7
Commitment basis, including grants -10.6 -8.3 -6.7 -10.7 -5.3 -4.7 -2.8
Domestic Primary Fiscal Deficit/4 -1.7 -7.0 -5.6 -5.2 -2.3 -2.1 -1.7
Domestic financing 3.2 0.9 4.3 2.3 1.8 0.4 -0.9
External debt/5 190.8 181.1 141.3 129.1 112.1 97.3
(In percent of exports of goods and non-factor services)
Debt services due/(incl. to Fund) after debt relief 673.0 9.3 7.3 10.4 7.6 2.9 3.0
Debt services due/(incl. to Fund) before debt relief 686.0 52.7 48.1 38.6 28.2 19.0 214
External interest due/6 12.8 20.3 133 11.6 85 7.2
Net present value of debt-to-exports ratio 150.6 162.3 153.6 153.3 144.7 137.8 140.2
(In million of U.S. dollars, unless otherwise indicated)
Memorandum items:
External current account balance, excluding
Official transfers -165.0 -1136 -208.1 -1852 -1575 -1229 -1422
Gross international reserves 51.9 84.6 59.4 81.9 111.9 141.9 181.9
(In months of import cover)/7 1.9 2.5 15 2.0 2.6 3.2 3.9
GDP (billions of Leones) 1,600.2 1,965.2 2,3243 28545 3338.7 3,775.3 4,212.2
GDP (millions of U.S. dollars) 805.6 936.2 989.9 1,043.7 1,160.1 1,263.3 1,371.3

Source: Government of Sierra Leone and IMF
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Table 2A: National Accounts At Current Prices, 1999-2003
1999 2000 2001 2002 2003
Act. Act. Act. Act. Act.
(In Million of Leones)

Agriculture, Forestry and Fishing 723,016 795,720 880,223 1,184935 1,605,215
Agriculture 544,557 592,659 636,643 911,879 1,261,086
Livestock 24,452 53,323 57,155 64,769 82,313
Forestry 42,175 45,261 52,705 59,179 83,010
Fishing 111,833 104,477 133,720 149,107 178,806

Industry 293,549 250,580 434,209 501,751 824,281
Mining and Quarrying 229,219 171,128 332,946 392,539 704,582

Manufacturing and Handcrafts 35,838 44,509 49,500 51,580 56,041

Electricity and Water Supply 3,918 4,403 10,493 14,118 18,167

Construction 24,574 30,540 41,270 43,514 45,490

Services 149,330 521,338 718,833 876,971 1,088,961
Trade and Tourism 64,157 225,083 240,969 330,421 418,663
Transport, Storage and Communication 23,033 37,345 92,066 143,906 195,981
Finance, Insurance and Real Estate 25,322 31,182 73,530 86,951 137,254
Government Services 35,818 50,728 81,549 67,091 77,935
Other Services 20,878 177,000 23,720 248,602 259,128

Less: Imputed Financial Charges 19,026 20,345 21,426 27,823 26,106

Plus: Imports Duties 40,974 93,749 138,181 154,272 185,312

Gross Domestic Product at Factor Costs 1,186,843 1,641,041 2,150,021 2,690,105 3,677,663

(In percentage of GDP)

Agriculture, Forestry and Fishing 60.9 48 41 44 44
Agriculture 45.9 36 30 34 34
Livestock 2.2 3 3 2 2
Forestry 2.6 3 2 2 2
Fishery 5.2 6 6 6 5

Industry 23.2 15 20 19 22
Mining and Quarrying 14.1 10 15 15 19
Manufacturing and Handicrafts 5.2 3 2 2 2
Electricity and Water Supply 1.6 0 0 1 0
Construction 2.4 2 2 2 1

Services 27.9 32 33 33 30
Trade and Tourism 14.7 14 11 12 11
Transport, Storage and Communication 4.4 2 4 5 5
Finance, Insurance and Real Estate 3.0 2 3 3 4
Government Services 4.0 3 4 2 2
Other Services 1.7 11 11 9 7

Imputed Financial Services 0.5 1 1 1 1

Indirect taxes 3.0 6 6 6 5

Source: Government. of Sierra Leone
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Table 2B: National Accounts At Constant 1990 Prices, 1999-2003
1999 2000 2001 2002 2003
Act. Act. Act. Act. Act.
(In Million of Leones)

Agriculture, Forestry and Fishing 27,562 29,946 33,144 42,256 44,986
Agriculture 21,571 20,926 23,406 30,451 30,048
Livestock 1,308 3,770 3,703 4,317 5,128

Forestry 1,570 1,820 2,480 3,440 4,774
Fishing 3,112 3,430 3,525 4,047 5,036

Industry 13,788 10,732 15,862 18,276 21,092

Mining and Quarrying 8,348 790 2,273 3,593 5,175
Manufacturing and Handcrafts 3,096 7,042 8,952 9,339 10,094
Electricity and Water Supply 928 1,300 2,211 2,256 2,192
Construction 1,415 1,599 2,427 3,087 3,631

Services 16,555 29,782 31,413 31,094 34,548
Trade and Tourism 8,759 9,022 9,300 9,726 10,039
Transport, Storage and Communication 2,629 3,390 4,045 4,131 5,435
Finance, Insurance and Real Estate 1,770 2,226 2,689 2,810 4,326
Government Services 2,390 2,438 3,8362 3,263 3,524
Other Services 1,007 12,706 11,544 11,164 11,223

Less: Imputed Financial Charges 304 334 836 1,042 974

Plus: Indirect Taxes (Net) 1,806 4,249 5,464 5511 5,288

Gross Domestic Product at Factor Costs 59,407 74,375 85,018 96,095 104,940

(In percentage of GDP)

Agriculture, Forestry and Fishing 46.4 40.3 38.9 44.0 42.9
Agriculture 36.3 28.1 275 31.7 28.6
Livestock 2.2 51 4.4 4.5 4.9
Forestry 2.6 24 2.9 3.6 45
Fishery 5.2 4.6 4.1 4.2 4.8

Industry 23.2 14.4 18.7 19.0 201
Mining and Quarrying 14.1 1.1 2.7 3.7 4.9
Manufacturing and Handicrafts 5.2 9.5 10.5 9.7 9.6
Electricity and Water Supply 1.6 1.7 2.6 2.3 2.1
Construction 24 2.1 29 3.2 35

Services 27.9 40.0 36.9 324 32.9
Trade and Tourism 14.7 12.1 10.9 10.1 9.6
Transport, Storage and Communication 4.4 4.6 4.8 4.3 5.2
Finance, Insurance and Real Estate 3.0 3.0 3.2 29 4.1
Government Services 4.0 3.3 45 3.4 3.4
Other Services 1.7 17.1 13.6 11.6 10.7

Imputed Financial Services 0.5 0.4 1.0 1.1 0.9

Imported Duties 3.0 5.7 6.4 5.7 5.0

Source: Government. of Sierra Leone
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Table 3: Sierra Leone: Central Government Financial Operations
(In millions of Leones)
2001 2002 2003 2004 2005 2006 2007
Act. Act. Act. Proj. proj. proj. proj.
Total Revenues and Grants 302,692 400,027 467,001 608,523 701,349 829,394 984,542
Domestic Revenue 207,669 238,691 287,257 348,083 432,169 545,597 654,957
Income Tax Department 54,395 62,881 75,581 94,775 114,536 164,574 216,137
Customs and Excise Department 138,181 160,589 192,379 220,150 258,935 294,589 331,138
Mines Department 1,196 2,034 3,040 6,662 14,411 25,408 31,913
Other Departments 7,712 6,262 6,811 11,413 26,646 41,078 53,512
Road User Charges 6,185 6,925 9,847 15,083 17,641 19,948 22,257
Grants 95,024 161,336 179,344 260,440 269,180 283,797 329,584
Programme 57,268 118,199 144,843 181,771 185500 187,938 221,839
Of which: HIPC 0 75,326 106,617 91,891 78,701 63,074 93,871
Projects 37,756 43,137 34,501 78,669 83,679 95,859 107,746
Total Expenditure and Net lending 472,263 562,252 622,392 822,077 877,997 1,008,303 1,103,699
Recurrent Expenditure 397,186 474,811 509,760 567,802 635,717 712,757 776,289
Wages and Salaries 111,856 142,769 160,092 173,825 203,312 229,899 256,505
Of which: Social Security Payments0 15,300 9,361 9,651 11,288 12,764 14,241
Recurr. non-interest, non-wage exp. 186,480 227,245 234505 240,600 272,012 317,650 365,644
Goods and Services 136,734 154,606 192,389 187,929 228,712 268,688 311,016
Security-related expenditures 54,620 51,446 63,091 60,089 77,591 91,513 106,315
Of Which: Defense 37,868 33,371 40,771 37,793 47,542 57,535 68,405
Democratization and DDR/2 28,566 33,736 9,512 9,065 0 0 0
Of which: domestic contribution 16,751 18,075 1,000 0 0 0 0
Grants to Education Institutions 13,141 14,0041 19,000 16,429 18,279
Transfers to Road Fund 6,180 6,925 9,847 15,081 17,641 19,948 22,257
Socially orient. Outlays/safety netl ,365 0 3,007 844 988 1,117 1,246
Interest Payments 72,796 104,797 115,163 153,377 160,393 165,208 154,140
Domestic 44,263 51,020 64,316 97,971 92,630 91,200 84,276
Foreign 28,533 33,777 50,847 55,406 67,764 74,007 69,864
Capital expenditure and net lending 75,077 87,441 112,632 254,275 242,280 295,547 327,410
Development expenditure 71,144 85,768 112,315 254,333 242,348 295,624 327,496
Foreign 56,542 65,227 81,943 230,191 207,433 218,390 224,475
Loans 43,823 53,827 55,955 159,587 123,754 122,530 116,729
Grants 12,719 11,400 25,988 70,604 83,679 95,859 107,746
Domestic 14,602 20,541 30,372 9,985 9,608
Subsidies 3,449 450 500 0 0 0 0
Lending Minus Repayment 484 1,223 -183 -58 -68 =77 -86
Overall balance (commitment basis)
Excluding grants -264,594 -323561 -334,735 -473,994 -445,828 -462,707 -448,742
Including grants -169,571 -162,225 -155,391 -213,554 -176,648 -178,910 -119,157
Memorandum items:
Nominal GDP 1,600,1691,965,1702,310,7672,854,4893,338,710 3,775,300 4,212,226
Total HIPC initiative interim assistance 0.0 75,326 106,617 91,891 78,701 63,674 93,871
Total HIPC init. Inter assist. (% of 0.0 3.8 46 3.2 2.4 1.7 2.2
Total Poverty exp. (% of total exp.) 15.4 21.4 225 18.3
(In percent of GDP, unless otherwise indicated)
Domestic Revenue 13.0 12.1 12.4 12.2 12.9 14.5 155
Total expendituere and net lending 29.5 28.6 26.9 28.8 26.3 26.7 26.2
Of which: current expenditure 24.8 24.2 22.1 19.9 19.0 18.9 18.4
Of which: domestic interest exp 2.8 2.6 2.8 34 2.8 2.4 2.0
Overall fiscal balance (commitment basis)
Including grants -10.6 -8.3 -6.7 -7.5 53 4.7 -2.8
Excluding grants -16.5 -16.5 -145 -16.6 -134 -12.3 -10.7
Domestic primary balance -7.7 -7.0 -5.6 -3.0 -2.3 -2.1 -1.7
Domestic financing 3.2 0.9 4.3 15 18 0.4 -0.9
Total wages and salaries 7.0 7.3 6.9 6.1 6.1 6.1 6.1
Total wages and salaries
(percent of domestic revenue) 53.9 59.8 55.7 49.9 47.0 421 39.2

Source: Government of Sierra Leone and IMF.
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Table 4: Sierra Leone: Central Government Financial Operations

(In millions of Leones)

2001 2002 2003 2004 2005 2006 2007
Act. Act. Act. Est. Proj Proj. proj
Total Financing 169,571 162,225 119,157 155,391 213,554 176,648 178,910
Foreign 624,766 143,734 66,764 199,384 118,816 164,524 157,340
Borrowing 95,370 141,605 93,628 240,174 169,801 167,358 162,806
Project 43,823 53,827 55955 159,587 123,754 122,530 116,729
Programme 51,547 87,778 37,673 80,587 46,048 44,828 46,077
Amortization -38,515 -48,284 -89,590 126,857 152,176 -108,893 -113,256
Change in foreign arrears -51,146  -25,806 ...
Debt relief obtained 567,911 50,412 113,871 111,873 101,191 106,058 107,790
Domestic Debt 51,791 18,600 100,104 41,975 59,966 16,520 36,049
Bank 42,197 601 56,074  -9,255 14,466 3020 32,049
Non-bank
Privatization Receipt 2,060 472 270 52 0 0 0
Changes in Arrears 533,199 -3,586 -13,539  -7,045 -2,135 -2,135 -2,135
Domestic
Foreign 0 0 0 0
Unaccounted 24,152 3,004 1,792 -20,812 0 0 0
Financing gap 0 0 0 0 0 0 0
Memorandum Items
Nominal GDP 1,600,169 1,965,170 2,310,767 2,854,489 3,338,710 4,212,226
Total HIPC Cash Relief 75,326 106,617 91,891 78,701 63,074 93,871
Total HIPC cash relief
(in percent of GDP) 4.4 4.6 3.7
Total poverty expenditures
(% of total exp). 154 21.6 22.5 18.3

Source: Government of Sierra Leone and IMF
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Table 5: Sierra Leone: Balance of Payments, 2002-2007

(In millions of U.S. dollars, unless otherwise indicated)

2002 2003 2004 2005 2006 2007

Act. Est. Proj. Proj. Proj. Proj.
Current account balance -44.6 -75.1 -120.4 -95.8 -62.8 -72.9
Trade balance -140.1 -148.5 -177.2 -132.5 -92.5 -111.8
Export, f.0.b/1 114.8 146.3 184.6 247.1 289.9 294.0
Of which : Rutile 0.0 0.0 0.0 25.0 49.1 50.7
Of which: Diamonds 96.7 126.2 162.3 180.9 197.7 198.6
Of which: Kimberlite 0.0 0.0 19.0 29.0 44.0 43.0
Import, f.0.b -254.9 -294.8 -361.8 -379.6 -382.4 -405.8
Of which: Petroleum products -44.5 -66.6 -82.3 -90.2 -92.8 -97.6
Of which: Rice -23.4 -23.2 -24.6 -25.7 -25.5 -29.4
Balance on services -42.4 -62.6 -65.2 -67.1 -68.2 -69.3
Credit -38.3 -51.0 53.8 56.9 60.1 63.6
Debit -80.8 -113.6 -119.0 -124.0 -128.4 -132.9
Income -29.2 -27.0 -27.6 -31.1 -34.2 -32.1
Credit 18.3 19.8 20.3 20.7 21.2 217
Debit -47.5 -46.9 -47.9 -51.9 -55.4 -53.8
Interest payments due before debt relief /3 -26.3 -22.8 -215 -24.6 -25.7 -23.7
Current transfers 167.2 163.0 149.7 135.0 132.1 140.2
Official (net) 69.0 64.7 64.9 61.8 60.1 69.3
Of which: HIPC grants 35.8 454 35.0 27.3 21.1 30.6
Private transfers (net) 98.2 98.4 84.8 73.2 72.1 70.9
Current account balance, excluding off. Transfers -113.6 -139.7 -185.2 -157.5 -122.9 -142.2
Capital and financial account 41.7 29.7 93.1 45.9 32.8 52.4
Capital account 7.6 16.4 28.2 31.2 34.2 37.2
Project grants 55 14.2 26.1 29.1 321 35.1
Private capital transfers 2.1 2.2 2.2 2.2 2.2 2.2
Financial account 341 13.3 64.9 14.7 -1.4 15.2
Direct investment & portfolio inv. 1.7 21.0 29.5 7.7 -2.3 2.7
Other investment 324 -1.7 354 7.0 0.9 12.5
Public sector loans (net) 43.9 10.8 41.4 6.1 19.6 16.1
Of which: disbursements 66.8 48.4 88.4 59.0 56.0 53.0
Of which: programme loans 40.9 15.9 29.5 16.0 15.0 15.0
amortization due
before debt relief 229 -37.5 -47.0 -52.9 -36.4 -36.9
Private sector loans (net) 0.0 0.0 26.4 25.6 -4.0 11.0
Change in net foreign assets of
commercial banks -5.3 -8.7 -17.4 -15.0 -8.7 -8.7
Other, including errors and omissions -6.2 -9.8 -15.0 -9.7 -5.9 -5.9
Overall Balance -2.9 -45.4 -27.2 -49.8 -30.0 -20.5
Financing 2.9 45.4 27.2 49.8 30.0 20.5
Change in net foreign assets
of central bank (- increase)- 27.7 10.2 -4.9 -17.8 -34.5 -55.9
Change in reserve assets (- increase) -32.3 25.2 -22.5 -30.0 -30.0 -40.0
Net Fund credit 4.6 -15.1 17.6 12.2 -4.5 -15.9
Disbursement 36.0 19.6 41.1 20.4 0.0 0.0
Repayment -31.4 -34.6 -23.5 -8.3 -4.5 -15.9
Exceptional financing 30.6 35.2 321 35.2 355 35.1
Change in arrears (+ increase) 6.7 -13.8 -9.5 0.0 0.0 0.0
Debt relief 23.9 49.1 41.6 35.2 355 35.1
Financing gap 0.0 0.0 0.0 -32.5 -28.9 -41.3
Memorandum items:
Current account -4.8 -7.6 -115 -8.3 -5.0 -5.3
Current account, excluding public transfers -12.1 -14.1 -17.7 -13.6 -9.7 -10.4
Overall balance of payments -0.3 -4.6 -2.6 -4.3 -2.4 -1.5
Exports, f.0.b. 12.3.0 14.8 17.7 21.3 22.9 21.4
Imports, c.i.f. 31.7 35.0 40.7 384 355 34.8
Gross Official reserves (millions U. S. $) 84.6 59.4 81.0 111.9 141.9 181.9
Gross official reserves (months of imports) 2.4 15 2.0 2.6 3.2 3.9

Source : Government of Sierra Leone and IMF
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Table 6: Sierra Leone: Monetary Survey, December 2001-December 2005
(in Millions of Leones, unless otherwise indicated)
2001 2002 2003 2004 2005
Act. Act. Mar. June Sept. Dec. Mar. June Sept. Dec. Dec.
Monetary Survey
Net Foreign Assets  -202,292 -140,521 -157,820 -158,341 -134,332 -195,880 -210,889 -206,863 -134,957 -164,247 -136,794
Net Domestic Assets 493,155 519,035 542,620 565,661 574,232 665,020 695,345 719,988 631,221 698,037 759,352
Domestic Credit 762,458 785,300 814,530 825,237 807,656 880,669 915,045 932,802 848,892 910,272 945,264
Claims on government (net)727,016 727,617 748,921 760,299 733,195 783,691 720,216 816,867 760,095 774,437 788,903
Claims on Government (net), 194,991 195,592 217,314 229,261 202,158 252,654 274,850 285,830 229,058 243,399 257,866
Claims on non-financial P.E.s. 499 963 1,432 2,754 2,864 3,661 3,819 3,221 4,014 3,321 3,371
Claims on private sector 34,943 56,719 64,178 62,183 71596 93,317 105,338 112,714 84,783 132,515 152,991
Other Items (net) -269,302 -266,264 -271,911 -259,576 -233,424 -215,649 -219,700 -212,814 -217,671 -212,235 -185,913
Broad Money 290,864 378,514 384,800 407,321 439,900 469,140 484,456 513,125 496,264 533,790 622,558
Money 189,437 247,478 244,501 251,257 273,380 292,950 301,841 313,894 308,408 323,097 376,827
Quasi Money 101,427 131,037 140,299 156,064 166,520 176,190 182,615 199,231 174,581 207,255 241,721
Monetary Authority (Bank of Sierra Leone)
Net foreign assets -249,587 -198,904 -220,558 -234,953 -209,437 -274,719 -299,799 -296,136 -261,252 -275,946 -252,503
Foreign assets 115454 191,179 156,211 190,126 222,286 168,696 185,383 183,846 221,000 216,600 328,300
Foreign Liabilities -365,041 -390,083 -376,769 -425,079 -431,723 -443,415 -485,183 -479,982 -482,252 -492,545 -580,803
Net Domestic Assets 391,690 376,345 390,092 413,765 401,920 491,936 515569 512,769 485942 506,985 520,273
Claims on Government (net)
excl. non-int.
bearing stock/1 637,163 612,623 620,557 635,919 602,275 670,622 678,426 679,357 672,175 671,480 657,446
Claims on Government (net) 105,138 80,598 88,951 104,882 71,238 139,585 147,388 148,319 141,138 140,442 126,408
Claims on non-financial P.E.s 13 13 13 13 13 13 13 13 13 13 13
Claims on private sector 1,969 6,161 2,684 2,446 2,181 1,911 5,672 4,872 2,081 2,672 3,672
Claims on deposit money Banks 969 278 1,544 496 771 59 3,731 1,553 787 1,553 1,553
Other items -248,423 -242,730 -234,707 -225,109 -203,320 -180,670 -172,273 -173,025 -189,114 -168,733 -142,410
Reserve Money 142,103 1727,441 169,534 178,812 192,483 217,217 215,769 216,633 224,690 231,039 267,770
Currency outside banks 116,153 148,015 150,584 153,540 161,396 188,448 184,882 183,245 194,268 190,625 222,325
Reserves of deposit money banks20,118 20,772 12,916 15302 18,263 18,682 19,652 18,039 28,148 27,885 30,832
Others 5,833 8,654 6,033 9,971 12,823 10,087 11,236 15350 2,274 12,529 14,613
Deposit money banks
Net foreign assets 47,295 58,383 62,738 76,613 75106 78,839 88,910 89,273 126,295 111,699 115,709
Net domestic assets 118,220 163,462 165,444 167,197 190,575 191,766 199,428 225,258 160,153 215,499 265,901
Claims on government 89,854 114,994 128,363 124,380 130,920 113,069 127,462 137,511 87,920 102,957 131,457
Claims on non-financial P.E.s 486 950 1,418 2,741 2,851 3,647 3,805 3,207 4001 3,307 3,357
Claims on private sector 32,974 50559 61,495 59,737 69,415 91,406 99,666 107,842 82,702 129,842 149,319
Reserves 17,047 21,696 12,818 13,119 15946 20,099 19,945 20,199 14,087 22,894 25,270
Other items (net) -22,140  -24,737 -38,650 -32,780 -28,557 -36,455 -51,450 -43502 -28,557 -43,502 -43,502
Total deposit 165,516 221,845 228,182 243,810 265,681 270,605 288,339 314,530 286,448 327,198 381,609
Local currency deposit 119,493 166,577 168,759 170,771 195,849 198,874 208,503 226,615 202,706 235,742 274,945
Foreign currency deposit 46,023 55,268 59,424 73,039 69,831 71,731 79,836 87,915 83,742 91456 106,664
Memorandum Items:
Nominal GDP (in Billion) 15079 16780 16780 16780 1,678.0 1,882.0 2,125.3
Annual percentage change
Claims on private sector 13.0 16.0 14.9 13.9 14.0 13.4 14.4
Broad money 14.4 10.7 12.7 14.7 10.2 12.7 12,5
Reserve money 22.2 19.8 14.8 134 13.8 10.5 11.6
Contribution to growth of broad money
(in percent beginning-of-period M2)
Net foreign assets 35 0.1 43 0.9 41 14.9 18.5
Net domestic assets 10.9 5.8 0.7 2.0 6.1 -2.2 -6.0
Claims on government (net) 9.5 24 29 5.1 7.0 0.0 -6.3
Claims on private sector 17 0.5 0.6 11 1.8 1.8 1.9
Broad money/reserve money (in percentage)/2 1.9 1.9 1.9 1.8 1.8 1.8 1.8
Velocity (GDP/broad money) 6.1 6.4 6.4 6.5 6.1 6.1 6.1
Reserve/deposits (in percentage)/2 18.0 13.1 20.1 224 18.1 15.1 14.7

Exchange rate (leones per U.S. dollar)

Source : Government of Sierra Leone and |
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Year 2005 2006 2007 Total
Current Account Gap 133.0 97.2 348.7
Amortization Due (before relief) 85.7 66.6 76.4 228.7
Reserve Built-Up 30.0 30.0 40.0 100.0
(In Millions of US$)
Requirement 248.7 193.8 234.9 677.4
Financing 248.7 193.8 234.9 677.4
Project Loans 59.0 56.0 53.0 168.0
Grants 90.8 92.1 104.3 287.2
FDI 33.3 -6.3 13.7 40.7
Debt Relief 35.2 35.5 35.1 105.8
Short-term capital 30.4 16.4 28.8 75.6

Source: Government of Sierra Leone



Table 8:

Sierra Leone: Balance of Payments Projections, 2002-2020
(In millions of U.S. dollars, unless otherwise indicated)

ANNEX IV
Page 8 of 9

2002 2004 2006 2008 2010 2015 2020
Proj. Proj. Proj. Proj. Proj. Proj Proj.
Current account balance -241.0 -180.2 -1775 -177.0 -1736 -191.2 -231.7
Trade balance -210.9 -153.4 -163.2 -156.1 -149.6 -143.7 -152.8
Export, f.0.b/1 85.4 1652 1978 2329 2695 366.1 473.0
Import, f.0.b/2 -296.3 -318.6 -360.9 -389.0 -419.2 -509.8 -625.8
Services -110.7 -137.6 -155.1 -163.3 -1742 -202.0 -236.2
Non-factor services (net) -90.0 -100.1  -109.9 -1146 -121.3 -138.6 -158.6
Receipts 40.0 44.3 49.4 54.8 60.6 78.2 101.2
Payments -130.0 -1444 -159.3 -1694 -1819 -216.6 -259.9
Interest Payments due before debt relief /3 -145 -15.1 -15.5 -15.7 -15.6 -14.4 -15.0
Investment Income (net)/4 -6.2 -22.4 -29.8 -33.0 -37.4 -49.2 -62.5
Transfers 80.6 110.7 1408 1424 1502 1545  157.3
Official 70.8 97.8 126.6 1268 1332 1341 1341
Private transfers (net) 9.8 12.9 14.2 15.6 17.1 20.4 23.2
Current Account Balance
Excluding Official Transfers -311.8 -278.0 -304.1 -303.7 -306.8 -325.3 -365.8
Capital Account 2015 1666 1499 1179 1289 178.0 226.6
Medium-and long term capital (net) 1115  99.1 75.6 34.3 374 63.4 84.1
Official 68.3 62.5 31.8 0.4 -9.0 -0.1 -2.7
Drawings 91.0 89.8 60.0 40.0 40.0 40.0 40.0
Amortization (scheduled payment) -22.7 -27.5 -28.5 -39.6 -49.0 -40.1 -42.7
Private (net) 43.3 36.8 43.8 33.9 46.4 63.5 86.8
Net Foreign Direct Investment 2.2 18.7 32,0 40.6 46.4 63.5 86.8
Loans (net) 41.1 18.1 11.8 -6.7 0.0 0.0 0.0
Short term capital/5 89.9 67.6 74.3 83.6 91.5 1146 1425
Overall Balance -39.6 -13.6 -27.6 -59.1 -44.7 -13.2 -5.1
Change in arrears (+ increase) 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Debt Relief/6 7.2 -12.9 -9.2 -3.1 -3.2 -4.8 -5.0
Changes in net foreign assets (-increase) -57.0 -27.5 -14.6 -31.4 -28.3 -23.2 -13.7
Central Bank -57.0 -27.5 -14.6 -31.4 -28.3 -23.2 -13.7
Net Fund Credit -315 -20.5 -4.6 -12.4 -12.3 0.0 0.0
Disbursement 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Repayment -315 -20.5 -4.6 -12.4 -12.3 0.0 0.0
Gross Reserves (- increase) -25.5 -7.0 -10.0 -19.0 -16.0 -23.2 -13.7
Financing gap 89.4 54.0 51.4 935 76.2 41.2 23.8
Possible Sources of financing
IMF 54.0 18.0
Possible HIPC assistance 354 34.6 454 47.4 44.5 339 22.1
Other 0.0 1.4 6.0 46.2 31.7 7.4 1.8
Memorandum item
Current account balance (in percent of GDP) -30.2 -19.3 -16.7 -14.4 -12.3 -9.9 -8.8
Excluding Official transfer -39.1 -29.8 -28.5 -24.7 -21.8 -16.9 -13.9
Gross Official reserves 74.08 93.0 110.0 1455 176.0 2809 3564
Gross official reserves
(in months of import cover) 1.9 2.0 2.2 2.7 3.1 4.0 4.2
Debt-service ratio, including the Fund 49.7 375 24.0 24.9 24.3 13.3 10.9
Debt Service ratio, excluding the Fund 24.6 27.7 22.2 20.6 20.5 13.3 10.9
Nominal GDP 7980 9338 1,0655 1,229.4 1,406.8 1,923.9 2,631.2

Source: Sierra Leone Authority

1/ Includes unrecorded diamonds exports estimated from partner country data

2/ import surge because of the resumption of investment in rutile mining and security related operations by the UN and British troops

3/ Official interest payment

4/ Assumes that investment increase in rutile mining

5/ includes capital inflow

6/ Naples flow rescheduling provided by the Paris clud

7/ includes rescheduled arrears of $ 239.1

8/ currently unidentified financing, same for all years
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