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• Sierra Leone held presidential, parliamentary and local 
elections in March 2018. The elections were peaceful and 
ushered in a new administration headed by President 
Julius Maada Bio, who immediately established a 
transition team with a mandate to facilitate a smooth 
changeover from the outgoing government. Cabinet 
appointments have been made, and the inauguration was 
on 12th May 2018.

• The economy is recovering slowly and GDP growth is 
expected to amount to 6.1% in 2018 and 7.0% in 2019, 
far below the rate prior to the iron ore price drop of 2014. 
Also, the fiscal situation remains challenging as lower 
revenue generation and huge expenditure needs have 
led to the deterioration of the fiscal situation. The overall 
fiscal deficit widened to 6.8% of GDP in 2017 from 5.7% 
in 2016, and is expected to widen further to 7.7% in 2018 
and 7.8% in 2019.

• For Sierra Leone, the prevalent modes of infrastructure 
financing are public, private, and donor financing in 
addition to PPP. 

 
OVERVIEW

Sierra Leone’s outlook for 2018 and beyond will continue to be 
challenging due to uncertainty surrounding the world market 
price of iron ore. Gross domestic product (GDP) growth is 
expected to amount to 6.1% in 2018 and 7.0% in 2019, far below 
the rate prior to the iron ore price drop of 2014. Since the dis-
covery of iron ore in 2011, the mining sector had been the main 
driver of growth, resulting in an unprecedented growth rate of 
21% in 2013. However, the effect of the twin shocks in 2014 
(the downward trend in the international iron ore price and the 

outbreak of the Ebola Virus Disease (EVD)), reversed this accel-
eration. As a result, the economy contracted by 20.6% in 2015. 
However, resumption of operations by one of the two iron ore 
companies – Shandong Iron and Steel Group (SISG) – led to a 
rebound of the economy, with a growth rate of 6.3% in 2016 and 
an estimated 5.8% in 2017. 

After remaining in the single digits throughout 2015 and the first 
half of 2016, inflation jumped to double digits in July 2016. It 
averaged at 15.3% in 2017 from 11.5% in 2016. The increase in 
inflation largely reflects the sharp depreciation of the exchange 
rate during the period and the one-off increase in domes-
tic pump prices of fuel products in November 2016. Over the 
medium term, inflationary pressures are projected to moder-
ate. Year-on-year end period inflation is expected to decline to 
10.5% by the end of 2018 and 9.7% by 2019. 

Lower revenue generation and huge expenditure needs cou-
pled with the impact of the twin shocks, led to a marked deteri-
oration of the fiscal situation. The overall fiscal deficit expanded 
from 3.9% of GDP in 2014 to 5.7% of GDP in 2016 and 6.8% of 
GDP in 2017. It is expected to expand further to 7.7% in 2018 
and 7.8% in 2019. The lower than expected inflow of export 
receipts created a supply shortage of foreign exchange, lead-
ing to a sharp depreciation of the local currency, the Leone 
(SLL), against the USD by an average of 20% in 2016. The pass-
through effect of this depreciation set in motion an inflationary 
trend in the economy. This development challenged the mon-
etary policy operation throughout 2016 and 2017. To contain 
inflationary pressure, the monetary authorities adopted a tight 
monetary policy stance by increasing the monetary policy rate 
(MPR) from 11% to 12% in March 2017, and to 13% later in June. 

The current account deficit increased from 7.8% of GDP in 2016 
to an estimated 13% in 2017. It is projected to reach 16.9% of 
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GDP in 2018 and 18.4% of GDP in 2019. Concerning govern-
ment debt, the latest (2017) Debt Sustainability Assessment 
undertaken by the authorities, shows Sierra Leone remaining at 
moderate risk of debt distress.

RECENT DEVELOPMENTS  
AND PROSPECTS 

Following the GDP contraction in 2015, the economy recovered 
strongly in 2016. It grew by 6.3% following the resumption of 
iron ore mining combined with the implementation of support-
ive economic policies. Excluding iron ore, the economy grew 
by 4.3% in 2016, attributed largely to an increase in activities 
in the agriculture, construction, trade, manufacturing and ser-
vices sectors, including transport and tourism. Growth was also 
supported by improved electricity generation and distribution. 
In 2017, overall GDP growth is estimated at 5.8%, with non-iron 
ore GDP growing by 3.5%. 

On the demand side, private and public consumption will con-
tinue to constitute most of GDP. Net exports will be negative 
through 2019, as imports are projected to continue to exceed 
exports in the medium term. 

Domestic revenue collection was adversely affected by the con-
tractionary effects of the twin shocks on the economy during 
2014 and 2015. Domestic revenue collected decreased to 9.4% 
of GDP in 2015.

However, for 2016, domestic revenue collection increased to 
11.6% of GDP, largely due to one-off revenue collection in the 
form of capital gains tax from the sale of Airtel to Orange, the 
take-over of Sierra Rutile by Aluka and the removal of fuel subsi-
dies in November 2016. Excluding the capital gains tax received, 
domestic revenue was estimated at 10.5% of GDP in 2016. 
Government also implemented various revenue enhancing 

measures during the period, including the introduction of the 
Goods and Services Tax (GST) on electricity, as well as higher 
import duties on water, sugar, juice, drinks, cigarettes and other 
tobacco products. The presumptive tax rates for commercial 
vehicles and motor bikes were also revised upwards. For 2017, 
domestic revenue is estimated at 11.9% of GDP. 

On the expenditure side, total government outlays increased to 
20.7% of GDP in 2015 from 17.9% of GDP in 2014. Total expen-
ditures are estimated to moderate to 22.2% of GDP in 2017 as 
Government adopts measures to consolidate its fiscal position, 
including aggressive domestic revenue mobilization and expen-
diture rationalization. The overall budget deficit including grants 
is estimated to amount to 6.8% of GDP in 2017.

Broad money grew by 17.9% in 2016 compared to a growth rate 
of 4.9% in 2015. It is estimated to have expanded by 11.3% by the 
end of 2017. Reserve money grew strongly by 23.9% in 2016 com-
pared to 8.3% in 2015, before moderating to 11.3% at end 2017.

Bank credit to the private sector continued to grow during the 
review period by 9.1% in 2015, 16.7% in 2016 and 12.0% by the 
end of 2017. As a percentage of GDP, credit to the private sector 
remains relatively low at 5.3% compared to the sub-Saharan 
African average of about 20%.

The trade deficit widened to US $765 million (17% of GDP) in 
2015 from US $333.9 million in 2014. This reflects the 55.4% 
drop in export revenues (mostly iron ore), which more than 
offset the 18% drop in imports during the year. The trade deficit 
however improved slightly to US $646 million in 2016 following 
the resumption of iron ore exports. Gross foreign reserves of 
the Bank of Sierra Leone (BSL) decreased from US $633 million 
(4.1 months of imports) in 2014, to US $580 million (3.8 months 
of imports) in 2015. In 2016, gross foreign reserves decreased 
further to US $500 million (3 months of imports). The decrease 

TABLE 1. Macroeconomic indicators

 2016 2017(e) 2018(p) 2019(p)

Real GDP growth 6.3 5.8 6.1 7.0

Real GDP per capita growth 4.1 3.7 4.0 4.9

CPI inflation (annual average) 11.5 15.3 10.5 9.7

Budget balance (% of GDP) -5.7 -6.8 -7.7 -7.8

Current account (% of GDP) -7.8 -13.0 -16.9 -18.4

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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in reserves in 2016 was mainly due to an excess of outflows, 
which more than outweighed the inflows during the year. 

The main sources of foreign inflows in 2016 were receipts from 
mineral exports as well as disbursements of project and pro-
gramme loans and grants by development partners. Significant 
outflows were in respect of payments for various Government 
infrastructure projects, support to the private sector through 
the BSL weekly auction and debt service payment to credi-
tors. Though the nominal value of gross reserves marginally 
increased to US $503 million in 2017, it however edged down-
wards in terms of months of imports by 3 percentage points to 
2.7 months.

The exchange rate of the Leone to the US Dollar came under 
pressure during 2015 to 2016. The fall in export earnings, cou-
pled with the decline in Ebola-related donor inflows, reduced 
the supply of foreign exchange in the economy. The specula-
tive behaviour of market participants also contributed in putting 
further pressure on the exchange rate. Consequently, the end 
period exchange rate of the Leone to the US dollar depreciated 
by 27.6% to SLL 7 239.2 in December 2016 from SLL 5 639.1 

in December 2015. The exchange rate of the Leone to the US 
Dollar has remained relatively stable during 2017, depreciating 
only by about 3%. 

MACROECONOMIC POLICY

Fiscal policy 
The key objective of fiscal policy in the medium term is to main-
tain macroeconomic stability and delivery of public services. 
This would be achieved by focusing on the consolidation of 
public finances through enhanced domestic revenue collection 
and rationalization of expenditures. Higher domestic revenue 
collection will allow Government to continue addressing infra-
structure bottlenecks, promote economic diversification and 
expand existing social protection programs to achieve inclusive 
growth and poverty reduction. 

Total expenditure and net lending are projected to amount to 
22.2% of GDP in 2018. A key feature of public expenditure 
management is to limit expenses on the Government payroll. 
The aim is to keep the wage bill at a sustainable level of 6% of 

TABLE 2. GDP by sector (percentage of GDP)

2015 2017

Agriculture, forestry, fishing and hunting
of which fishing

40.64

5.55

49.45

6.55

Mining and quarrying 
of which iron ore

Diamonds

3.14

1.99

0.02

6.48

2.48

2.58

Manufacturing 1.63 2.00

Electricity, gas and water 0.38 0.48

Construction 1.58 1.99

Wholesale and retail trade; repair of vehicles; household goods; restaurants and hotels
of which restaurants and hotels

6.34

0.26

7.82

0.31

Transport, storage and communication 5.92 7.32

Finance, real estate and business services 3.39 4.11

Public administration and defence 4.47 5.54

Other services * 2.82 3.44

Gross domestic product at basic prices / factor cost 100.0 100.0

* Other services include: Education, health and social work and other services. 

Source: Data from domestic authorities.
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GDP from 2018 onwards, from 6.6% of GDP in 2017. In nomi-
nal terms, the Government wage bill will increase from SLL 1.83 
trillion in 2017 to SLL 2.1 trillion during 2018, consistent with the 
expected increase in nominal GDP. The domestic primary deficit 
will increase marginally from 4.7% of GDP in 2017 to 4.8% in 
2018 and further to 4.9% of GDP in 2019.

The greatest economic challenge facing the country is domes-
tic resource mobilization. The historically low revenue effort has 
been exacerbated by the fall in international iron ore prices and 
subsequent shutdown of the iron ore sector. This has led to a 
collapse in domestic revenues from 13% of non-iron ore GDP 
in 2013 to 10% in 2015. Domestic borrowing is also likely to 
become increasingly strained and Government financing costs 
could rise substantially. At the same time, expenditure adjust-
ment will be difficult because of the likely increase in the discre-
tionary component of the budget, as 2018 is a general elections 
year. All of these factors will fuel an upward trend in inflation. 

Moreover, the dependence of the country on primary commod-
ity exports makes Sierra Leone extremely vulnerable to external 
shocks. Hence, there is an urgent need to diversify the Sierra 
Leone economy. These challenges are compounded by the 
apparent lack of good governance, as the country continues to 
do poorly in most international assessments of corruption. The 
possibility of Government opting to contract more non-conces-
sional finance is another major challenge. 

Monetary policy 
The main focus of monetary policy in the medium term will be 
to achieve low inflation, stabilize the exchange rate and support 

credit growth to promote private investments. To achieve these 
objectives, BSL will continue to use market-based instruments 
to steer the inter-bank rate. As a consequence, broad money is 
projected to grow by 13.4% in 2018, 14.9% in 2019 and 16.2% 
at end 2020. Reserve money will also grow at similar rates over 
the medium term.

BSL will continue to intervene through the use of available instru-
ments, especially the MPR in the secondary market to manage 
aggregate money supply. The exchange rate will continue to 
be market determined, and BSL’s interventions in the foreign 
exchange market should remain limited to containing temporary 
excessive volatility. BSL is aiming to become a net buyer of for-
eign exchange over the medium term to build reserves.

To support Government’s economic recovery program follow-
ing the slump in 2015, the monetary policy stance of BSL was 
initially kept neutral during the first half of 2016, with the MPR 
maintained at 9.5%. In the second half of 2016, monetary policy 
was challenged by the rise in inflation triggered by exchange 
rate depreciation and excess liquidity in the banking system. In 
response to heightening inflationary pressures, monetary policy 
was tightened during the second half of 2016. The MPR was 
raised to 10.5% in the third quarter and further to 11% in the 
fourth quarter of 2016. 

Economic co-operation, regional integration  
and trade 
Government’s overriding regional integration objective is to 
increase trade volumes across borders with neighbouring 
countries. Thus, Sierra Leone maintains close links with its 

TABLE 3. Public finances (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Total revenue and grants
Tax revenue

Grants

15.1

7.6

6.0

14.0

8.2

4.2

15.6

9.4

5.4

15.3

11.6

3.0

15.4

11.9

2.8

14.6

11.6

2.2

13.8

11.1

2.0

Total expenditure and net lending (a)
Current expenditure

Excluding interest

Wages and salaries

Interest 

Capital expenditure

17.0

11.6

10.3

4.8

1.2

5.4

17.9

12.6

11.6

6.4

1.0

5.3

20.7

13.3

12.4

7.4

0.8

7.5

21.0

15.0

14.1

7.5

0.8

8.4

22.2

15.3

13.2

6.6

2.1

6.9

22.2

15.1

12.2

6.0

2.9

7.1

21.7

14.1

11.2

5.4

2.9

7.6

Primary balance -0.7 -2.9 -4.4 -4.9 -4.7 -4.8 -4.9

Overall balance -2.0 -3.9 -5.2 -5.7 -6.8 -7.7 -7.8

(a) Only major items are reported. 

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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neighbours as an active member of the Economic Community 
of West African States (ECOWAS) and the Mano River Union 
(MRU). Intra-regional trade is weak across the MRU region 
and accounts for roughly 1% of total trade volumes. This can 
be augmented by better infrastructure that connects borders 
and towns across neighbouring countries within the MRU 
region, and by creating free economic zones and trade hubs 
in strategic border towns. Such support is expected not only to 
enhance intra-Africa trade but also to provide gainful and pro-
ductive employment opportunities for youth and women.

Sierra Leone moved to a more restrictive trade regime in 2017 
by introducing a number of tariffs on targeted goods such as 
beverages and tobacco products. The country has also been 
active in promoting the Made in Sierra Leone (MISL) concept, 
which recalls early attempts by the country at import substitu-
tion strategies in the 1970s and 1980s. This trend is likely to be 
sustained by the new Government, which has given signals of 
being more inward looking (in the sense of putting the house in 
order first) than the previous administration, which started the 
MISL drive.

Debt policy 
The stock of public and publicly guaranteed external debt 
amounted to US $1.36 billion (37.2% of GDP) at end 2016 
compared to US $1.24 billion (29.4% of GDP) at end 2015. The 
increase was mainly driven by net inflows from multilateral cred-
itors particularly the International Monetary Fund (IMF) and the 
Islamic Development Bank to support post-Ebola recovery as 
well as for building infrastructure. The country owed debt to 
multilateral (US $974.3 million), bilateral (US $173.7 million) and 
commercial (US $200.7 million) creditors. The stock of domes-
tic debt stood at SLL 3.48 trillion, representing 14.6% of GDP 
in 2014; it was comprised of SLL 2.84 trillion of marketable 

securities and SLL 648.25 billion of non-marketable treasury 
securities, compared to SLL 2.81 trillion at end 2015. 

The ratio of domestic debt to total debt has been generally 
stable in recent years, with the portfolio concentrated in trea-
sury securities, which accounts for about 80% of total domestic 
debt at end 2016. The remaining domestic debt comprised the 
Government’s overdraft facility (Ways and Means Advances) at 
BSL, verified domestic payments arrears and non-negotiable, 
non-interest-bearing securities held by BSL to meet statutory 
capital requirements. The stock of external debt is estimated 
at US $1.5 billion end 2017, up from US$1.3 billion end 2016. 
Domestic debt was SLL 4.1 trillion by the end of 2017, an indic-
ative increase of 14%, from a stock of SLL 3.6 trillion at the 
end of 2016. Total interest payments in 2017 are estimated at 
SLL 611.5 billion, rising from SLL 201.8 billion in 2016. The dra-
matic increase was driven by a combination of rising domestic 
interest rates and new borrowings in the domestic debt market.

Government’s external debt policy over the medium term is to 
utilize a mix of highly concessional loans and grants from devel-
opment partners to ensure debt sustainability and avoid the 
risk of high debt distress. With regard to domestic debt, Gov-
ernment will continue to deepen the domestic debt market by 
lengthening the maturity of debt instruments.

To maintain debt sustainability consistent with the obligations 
under the ECOWAS macroeconomic convergence criteria for 
the monetary union, public debt should not exceed the debt 
sustainability threshold of 40% of GDP in present value terms 
and 70% of GDP in nominal terms. According to the last Debt 
Sustainability Analysis done by the authorities in 2017, Sierra 
Leone remains at moderate risk of debt distress. This is likely to 
worsen however if Government opts for increased contracting 
of non-concessional finance.

TABLE 4. Current account (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Trade balance
Export of goods (f.o.b)

Import of goods (f.o.b)

-7.6

11.1

18.7

-6.8

26.0

32.8

-17.0

13.7

30.7

-6.9

17.9

24.8

-9.9

17.5

27.4

-9.4

18.0

27.5

-9.7

17.7

27.5

Service -2.6 -13.5 -6.4 -7.2 -8.6 -9.5 -9.1

Factor income -1.4 -7.5 -2.6 -2.6 -2.2 -4.5 -5.9

Current transfers 5.3 16.6 11.7 8.9 7.7 6.5 6.4

Current account balance -6.3 -11.2 -14.4 -7.8 -13.0 -16.9 -18.4

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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ECONOMIC AND POLITICAL 
GOVERNANCE

Private sector 
The private sector in Sierra Leone is characterized by self-em-
ployment. The promotion of self-employment is a basic but 
minor component of economic development. It is recognized as 
one way of bringing a person into mainstream society as a pro-
ductive and contributing individual. A sizable portion of the pop-
ulation is now self-employed, especially in the retail trade sector.

The economic importance of tiny “micro-enterprises”, which 
have often been characterized as insignificant in terms of their 
economic impact, are now being recognized. Although such 
businesses have yet to make a meaningful impact on the local 
economy and rarely create new jobs, they do provide a few 
people with employment and self-sufficiency at a minimal cost 
to society. In addition, they sometimes mark the start of a path 
to more significant entrepreneurial activity that will impact on the 
economy and create jobs for others.

The business environment needs to improve both to increase 
credit to the private sector but also to encourage job creation 
and diversification in the economy. The 2017 World Bank Doing 
Business report ranked Sierra Leone 148th out of 190 for ease 
of doing business and 87th for starting a business. For deal-
ing with construction permits, it is ranked 132nd and for trad-
ing across borders it is ranked 169th. The worst ranking, 176th, 
is for getting electricity. This is a vivid illustration of the infra-
structure deficiencies in the country, and in fact, the rankings 
of all sub-categories mentioned are worse than those for 2016. 
The only exception is the ranking for starting a business, which 
improved to 87th position in 2017 over 99th position in 2016. 

To improve the business environment, Government is taking 
steps to improve governance in its own operations. Sierra 
Leone recently passed a new procurement law aimed at cor-
recting existing practices, such as single sourcing. There is also 
an effort under way to increase the powers of the Expenditure 
Control Management Committee that oversees contract awards 
within the Ministry of Finance. The aim is to make the Commit-
tee more effective at enforcing rules aimed at preventing single 
sourcing before a contract is awarded.

Financial sector 
The financial system consists mainly of the banking and insur-
ance sectors, each under the supervision of a separate regula-
tory authority. In 2008, Sierra Leone adopted a comprehensive 
strategy to reform the financial sector aimed at strengthening 
banking supervision, enhancing competition, increasing access 
to commercial bank credit and improving the payment system. 

The Central Bank also raised the minimum capital requirements 
for all licensed financial institutions in an effort to strengthen 
financial system stability. Despite significant improvements  
and impressive expansion, the financial sector remains con-
strained by high financing costs, important operating costs, a 
low share of credit to the private sector, limited bank branch 
infrastructure and lack of competition due to high concentration 
in the banking sector.

As of 2018, 14 commercial banks with 106 branches are oper-
ating in the country. The number of microfinance institutions 
increased from 18 in 2016 to 20, of which, 5 are deposit-taking 
and 15, credit-only. Capital market activity is limited in Sierra 
Leone. The newly created stock exchange has yet to obtain a 
significant number of listings. The investor base remains rather 
limited and is largely dominated by commercial banks, though 
the National Social Security and Insurance Trust, a few discount 
houses and insurance companies also hold treasury bills. Retail 
investors can participate in the debt market through commer-
cial banks, but foreign investors are barred. Capital market 
regulation reforms are currently under way and the market is 
expected to open to foreign investors in the near future. Sec-
ondary market trading is limited to over-the-counter transac-
tions through primary dealers and Repo/Reverse Repo opera-
tions by the Central Bank.

Vulnerabilities in the banking system have increased in recent 
years, due mostly to lingering pressures created by Ebola and 
the iron ore crisis. Non-performing loans have grown signifi-
cantly, reaching 54% of gross loans for some troubled banks 
in March 2015. This is a problem BSL has been addressing as 
a matter of urgency. More recently, the general non-performing 
loan ratio was 21.7% as of June 2017 compared to 20.7% in 
March 2017, above the tolerable limit of 10%. 

Public sector management, institutions  
and reforms 
With the informal economy accounting for approximately 60% 
of the economy (as conservatively estimated in 2017), informal 
employment remains important, persistent and is even rising. 
Thus, the quality of work of poor people holding an infor-
mal job has to be improved by augmenting their productivity 
through vocational training and education, micro and small 
enterprise development and access to credit. Moreover, new 
strategies are needed to extend the social security of informal 
workers and to improve their working conditions. Formal job 
creation has to be accelerated, exceeding labor force growth. 
Numerous labor regulations exist that seek to balance job cre-
ation and social protection, but enforcement remains weak 
due to the general inadequacy of the legal and justice system.
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The main challenge in budget implementation is to control the 
wage bill and non-salary/non-interest recurrent expenditures. 
IMF has estimated that Sierra Leone’s total wage bill amounted 
to SLL 1 795 billion or 7.5% of GDP in 2016 (about 65.4% of 
domestic revenues). This level of expenditure represents a major 
challenge. To make matters worse, expenditures on non-sal-
ary/non-interest recurrent expenditures occasionally exceed 
Government and IMF targets, mainly due to higher spending 
in the social and governance sectors. A key feature of public 
expenditure management is to maintain a clean Government 
payroll. The aim is to keep the wage bill at a sustainable level 
of 6% of GDP from 2018 onwards, from 6.6% of GDP in 2017. 
Thus, in nominal terms, the Government wage bill is expected 
to increase from SLL 1.83 trillion in 2017 to SLL 2.1 trillion during 
2018, consistent with an increase in nominal GDP. 

Natural resource management and environment
High dependence on agriculture and natural resources coupled 
with high rates of poverty unemployment and environmental 
degradation leaves Sierra Leone vulnerable to climate change 
impacts. The Sierra Leone Environmental Protection Agency 
continues to sensitize the public to illegal logging, farming and 
mining in protected forest areas in order to stem deforestation 
and maintain biodiversity. The mudslide in August 2017 has 
brought to the fore the need to strengthen the country’s capac-
ity to enforce environmental laws. Furthermore, climate projec-
tions include increases in temperature, more extreme weather, 
including more intense precipitation, and raising sea levels. The 
issue of climate change will therefore continue to be a key area 
of dialogue between Government and development partners.

For 2017, Sierra Leone’s ranking in the Environmental Perfor-
mance Index (EPI) improved from 173th in 2014 (out of 178 
countries) to 163rd in 2017 (out of 180 countries), with an EPI 
score of 45.98 and a 10-year change of +16.58%. 

Political context 
In March 2018, Sierra Leone conducted its sixth democratic 
elections since the end of the civil war. There has been peace 
and order in past years, which has increased citizen participa-
tion and voice, a pre-condition for peace and development. The 
relative peace over the years had helped build investor confi-
dence in the country. This will however be put to test in the 
months leading to the finalization of the 2018 presidential, local, 
and parliamentary elections.

The first round of the March 7th general elections were inconclu-
sive and so a run-off took place on Saturday March 31st, slightly 
delayed by an initial court injunction due to alleged irregulari-
ties. The election atmosphere was tense, but overall, they took 

place peacefully with minor sporadic incidents. There has been 
a smooth transition from the ruling party to the opposition.

As a democracy, the laws affecting economic activity are pre-
dictable and impartial to a reasonable extent. The judiciary 
is constantly improving, albeit from a low institutional base, 
and this enhances the enforcement of new laws. In the Syd-
ney-based Global Peace Index, out of 163 countries, Sierra 
Leone improved from 59th position in 2015 to 43rd in 2016 and to 
39th in 2017. The media has substantial freedom notwithstand-
ing the existence of the Libel Law and Public Order Act, which 
are opposed by most media practitioners. 

SOCIAL CONTEXT AND  
HUMAN DEVELOPMENT

Building human resources 
Prior to the twin shocks, the country recorded good perfor-
mance on the economic growth yardstick, but these advances 
had not substantially improved human development. About 
77.5% of the country’s population remain trapped in multi-di-
mensional (non-income) poverty, with overlapping deprivations 
in education, health and other living standards; 14.6% are at risk 
of falling back into poverty. These groups often fail to improve 
their standard of living because they have limited political partic-
ipation, livelihood options and access to basic social services. 
Even when they escape poverty, their situation may reverse rap-
idly when crises hit. Sierra Leone has a young population, with 
63% of the population below the age of 25 years. 

Sierra Leone’s health indicators are amongst the lowest in the 
world, reflecting an inadequate and constrained health care 
system. The country has one of the highest maternal mortality 
rates worldwide, with 1 360 deaths per 100 000 live births, and 
approximately 41% of the population suffers from malnutrition. 
Under-five mortality stands at 156 deaths per 1 000 births while 
infant mortality is 92 deaths per 1 000 births. The doctor/patient 
ratio is among the lowest globally and in the region. The number 
of physicians per 100 000 people is 2.2 as against an average 
47.9 for Africa and 123.8 for developing countries. Nurses and 
midwives per 100 000 stand at 16.6 as against 135.4 for Africa 
and 220 for developing countries. 

The dearth of skilled personnel is the major constraint in the 
health system; it is exacerbated by inadequate health infrastruc-
ture. The EVD outbreak brought to the fore these weaknesses. 
There is need to increase expenditure on health as Sierra Leone 
spends 1.9% of GDP on health compared to 2.6% for Africa. 
Sierra Leone’s education indicators are also very low. The 
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overall illiteracy rate is 35.1% for the total population, meaning 
that only one in three people aged 15 and above can read and 
write. Furthermore, illiteracy remains a persistent challenge, and 
youth lacking skills and education find it extremely difficult to 
compete for the limited jobs available. A critical challenge of the 
tertiary education sector is the mismatch between the training 
and skills provided by tertiary institutions and the requirements 
of the job market. This has a direct bearing on unemployment 
in the country. 

Poverty reduction, social protection and labor 
The poverty level is high and is projected to have increased to 
49% in 2015 from 46% in 2014 as a result of the sharp contrac-
tion in per capita income. There are significant geographical dis-
parities. Eleven districts had a poverty headcount ratio between 
50% and 62%, with the lowest being Bo District (50.7%) and 
the highest, Kenema District (61.6%). The two exceptions that 
showed higher poverty levels were Moyamba District (70.8%) 
and Tonkolili District (76.4%). The poverty pattern seems to be 
influenced by factors such as proximity to markets and access 
to relatively improved infrastructure. This underscores the need 
to boost inclusive and widespread economic growth to ensure 
a sustained recovery in per capita income. 

The data suggest that growth in Sierra Leone has been pro 
poor as evidenced by the decrease in the Gini coefficient from 
0.39 in 2003 to 0.32 in 2011 meaning that income inequality has 
decreased. Youth and overall unemployment remain high basi-
cally due to lack of needed skills and skill mismatch.

In recent years, Government has made significant advances 
in establishing a social protection system, in particular putting 
in place safety nets to shield the poorest from shocks. This 
includes setting up delivery systems (e.g. the Social Protection 
Registry for Integrated National Targeting and independent pay-
ment and accountability mechanisms); channelling resources 
toward safety nets in the national budget despite a constrained 
fiscal space; and establishing a national Social Protection Strat-
egy, a Social Protection Policy and attempting to enact a Social 
Protection Bill in 2017. Coverage, however, remains limited. 
While precise estimates are not available, administrative data 
indicates less than 5% of the population is covered, while more 
than half of the population is poor, and 14% live in extreme pov-
erty and are vulnerable to frequent shocks.

Labor productivity increased significantly in the post-war period, 
with value added per worker increasing an average 2.8% annu-
ally during two different phases. In the first phase (2002–2010), 
labor productivity increased by 3.8% annually compared to an 
average annual contraction of 3.5% during the civil war (1991-
2001). Average annual productivity growth in the first period 

was driven by agriculture (5.7% per year), while labor produc-
tivity growth in the industry (2.3%) and services sectors (1.4%) 
remained modest. In the second phase (2011-2015), the rate of 
increase in value added per worker declined to 1.6% per year, 
driven by the boom and bust of iron ore production. Labor pro-
ductivity increased by 8.8% on average annually between 2011 
and 2014, driven by productivity growth in industry (56.6%), 
before declining by 22% in 2015, as productivity in industry col-
lapsed by 75% with falling iron ore prices.

Gender equality 
Gender inequality remains one of the biggest challenges in 
Sierra Leone. The Gender Inequality Index 2016 ranked the 
country 151th out of 159 countries, reflecting the general vul-
nerability of women in the country. There are only 4 full women 
ministers in a cabinet of 25 members and 16 women in a par-
liament of 124 members. Sierra Leone has one of the highest 
maternal mortality rates in the world with 1 360 women dying 
during childbirth for every 100 000 live births (2015). The coun-
try has the 15th highest rate of child marriage in the world (39% 
of girls married by the age 18). More than half of all women and 
men have experienced physical violence at some point since 
age 15. In addition, Sierra Leone continues to have one of the 
highest prevalence rates for female genital cutting in West 
Africa, at 75% in 2015. Labor force participation is lower for 
women (65.0%) than men (68.6%). Of the economically active 
female population, it is estimated that a further 70% participate 
in micro and small business enterprises due to their inability to 
access appropriate finance.

THEMATIC ANALYSIS: 
INFRASTRUCTURE FINANCING 

The benefits that Sierra Leone could reap from improved infra-
structure are enormous. The country has had limited success 
so far in closing the infrastructure gap in roads, energy, water 
supply and sanitation, and to a greater extent telecommunica-
tion. This can be viewed as a plus that will help boost economic 
growth and poverty reduction through private sector develop-
ment and through attracting foreign direct investment. It also 
has the potential to support the drive for economic diversifica-
tion that is currently considered by Government and develop-
ment partners.

In the Africa Infrastructure Index for 2018, Sierra Leone is 
ranked 8th from the bottom among African countries. Infrastruc-
ture stock in the country is low, especially concerning power 
and sanitation facilities, and infrastructure deficiencies remain 
a key obstacle to economic growth and competitiveness. The 
main road network runs about 11 700 kilometres, of which only 
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10% is paved; many trunk and feeder roads are dilapidated. The 
privately operated railway system is limited in scope, with only 
84 kilometres of narrow gauge. The main port in Freetown is 
one of the best natural harbours on the West African coast, with 
well-protracted anchorage. However, the civil war resulted in 
significant damage to the quay’s facilities. 

Safe water coverage has generally improved since the end of 
the conflict and stood at 62.6% in 2015. Access to sanitation 
however is very low at 13.3%. In addition, spatial disparities in 
access are still substantial. Electricity access and consumption 
are among the lowest in Africa at less than 15%, reflecting lim-
ited and dilapidated power infrastructure. Generating capacity is 
insufficient, and the main distribution network covers only 40% 
of residents in Freetown and the surrounding Western Area. 
The industrial and commercial business sectors have to rely 
on expensive diesel-fired generators. ICT, on the other hand, 
has improved in recent years. Currently, there are three mobile 
companies – two private and one public-private – with 36 cellu-
lar subscriptions per 100 inhabitants (2012). In 2012, there were 
1.30 internet users per 100 inhabitants. The National Telecom-
munications Commission is the country’s independent telecom-
munications regulator. 

The public sector is the major player in infrastructure invest-
ments in Sierra Leone, given the “public good” nature of infra-
structure and the positive externalities it often generates. How-
ever, public deficits, increased public debt to GDP ratios and, 
at times, the inability of the public sector to deliver efficient 
investment spending have often constrained public investment 
in infrastructure. That said, there are a number of other instru-
ments in the general landscape of infrastructure financing, such 
as corporate or balance sheet financing, project equity, hybrid 
financing and public-private partnerships (PPP). For Sierra 
Leone, the prevalent modes of infrastructure financing are 
public, private and donor financing, in addition to PPP.

To attract private participation in infrastructure, Government 
established the Public Private Partnership Unit in the office of 
the Chief of Staff at State House. A PPP Act was passed in 2014 
to further facilitate the process. Recently, the private sector 
has shown interest in the road sector. In particular, the China  
Railway Seventh Group has been exploring options for con-
structing the Wellington Masiaka Road on a toll basis under a 
PPP arrangement. 

Government financing, including from donor loans and grants, 
is the predominant form of infrastructure financing in Sierra 
Leone. Recently, Government has made substantial increases 

in domestic public investment spending across all sectors in 
the economy. This has culminated in scaling up infrastructural 
development in roads, water and sanitation, energy, information 
and communication technology.

Although Government’s domestic capital spending has 
increased recently by 40% in nominal terms, it is still small rel-
ative to recurrent expenditure. Nevertheless, it represents Gov-
ernment’s efforts to build public infrastructure, provide employ-
ment and stimulate economic growth. This has been partially 
behind the moderate recovery of the economy following its 
nosedive in 2015 from the twin shocks. In an effort to reduce the 
country’s infrastructure deficit, however, the country has relied 
mainly on development partners to fund infrastructure projects. 
Nonetheless, the private sector is increasingly getting involved 
in the energy sector and gradually in the water and road sectors 
as well. 

The major source of infrastructure financing in Sierra Leone is 
Government, supported by financing from development part-
ners. The total amounts of domestic infrastructure financing 
have been increasing over the past three years are SLL 476.59 
billion in 2015, to SLL 564.54 billion in 2016 and further to 
SLL 826.56 billion in 2017. A partial breakdown by sector is 
shown in Table 5.

The implementation of capital projects, both domestic- and for-
eign-funded was fraught with challenges, including: 

i. Lack of appropriate infrastructural designs. Implementation 
of capital projects, especially for roads, energy and water, 
was mostly constrained by lack of appropriate designs. Con-
sequently, there were huge cost variations in many capital 
projects during implementation. Poor design coupled with 
inadequate implementation frameworks resulted in signifi-
cant cost overruns, causing huge budget strains. 

ii. Deficiencies in estimating the recurrent cost of capital proj-
ects. In almost all capital projects implemented, recurrent 
costs are not captured in the initial implementation plan. 
They are hence not reflected in the recurrent budget, which 
has in some cases resulted in extra budgetary spending. 

iii. Untimely disbursement of funds. This constraint relates to 
both domestically funded and Government counter-part 
funded projects. This is largely due to a weak domestic rev-
enue base amidst competing Government projects being 
rolled out. 
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Government needs to adopt a public investment regulatory 
framework to ensure an efficient public investment manage-
ment process that will serve as the bedrock to attract infrastruc-
ture financing. Furthermore, the PPP Act should be reviewed 
with a view to refining its regulation for implementation. This will 
give confidence to the private sector and encourage participa-
tion. One innovative financing solution adopted by the country is 
using, as a component of the fuel pricing formula, the Infrastruc-
ture Development Fund with a share in the (higher) liberalized 
pump prices. This way, designated proceeds from liberalized 
fuel prices go to financing infrastructure.

TABLE 5. Selected sectorial breakdown of domestic capital spending (in SLL billion)

 2015 2016 2017

Roads 376.78 505.9 502.17

Energy 46.04 24.21 285.66

Water 34.05 12.34 25.44

ICT 10.66 19.32 0.8

Transport 9.06 2.77 12.49

Total 476.59 564.54 826.56

Source: Ministry of Finance and Economic Development.


