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FOREWORD

In the last decade, the mining sector regained prominence in Sierra Leone, 

accelerating economic growth and transformational development. Together, 

revenues from large scale, small scale and artisanal mining contributed 21% to gross 

government revenues between 2012 and 2014. When managed properly, the 

revenues from the mineral sector have the potential to finance sustainable and 

transformational development programs and propel Sierra Leone to a middle-

income country by 2035 as pronounced at the Conference on Transfomation and 

Development held in 2012. Conversely, a badly managed mineral sector could result 

in well-known security and governance challenges that could reverse the security and 

development gains of the country since the end of the civil war. Within this context, 

effective mineral sector governance and management have been at the centre of 

Government's developmet strategy. Specifically, Pillar II of the Agenda for 

Prosperity, which is the Government of Sierra Leone's national development plan 

provides clear pathways to the optimization of Sierra Leone's natural resource 

endowments for the benefits of the country and people.

Using the Natural Resource Charter, this Sierra Leone Mineral Sector 

Benchmarking Assessment Report identifies current challenges, constraints and 

impediments of effective governance and management of the mineral sector. 

Further, the Researchers and members of the Sierra Leone Extractive Sector Expert 

Panel proffer recommendations, when implemented, could unleash the potential of 

the mineral sector to drive transformational development and serve as a catalyst for 

economic diversification.

Focusing on a number of relevant themes and sub-themes, the report covers 

policy, legal, regulatory, institutional reform and human capital development issues 

that Government must confront and resolve to ensure that Sierra Leone continues to 

benefit substantially from its mineral endowments. Already, the Ministry of Mines 

and Mineral Resources has used the recommendations in this benchmarking report 

to prepare a 5 Year Strategic Plan that will guide mineral sector governance and 

management for the period 2018 to 2023.

I hope that policy makers, academics, researchers and interested persons would find 

this document useful.

...............................................................
SAIDU CONTON SESAY
Chief of Staff, Office of the President

October 2017

.......................................................................................................................................................................................................................................................
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Introduction

This report details the findings of the Sierra Leone Mineral Sector Benchmarking 
Process - a national diagnostic tool to identify key priorities for the governance of the 
mining sector. Commissioned by the Ministry of Mines and Mineral Resources and the 
Office of the Chief of Staff, it is based on the deliberations of a diverse panel of Sierra 
Leonean specialists drawn from government, civil society and the private sector, as 
well as detailed research prepared by a team of local researchers and international 
technical experts. As Sierra Leone works to improve the mining sector and plan for the 
future within the context of the fall in commodity prices and the recent Ebola crisis, 
this report aims to build consensus and lay the foundations for inclusive policy 
processes.  Furthermore, efforts to identify and improve upon weaknesses in its 
governance now will ensure that the country is well positioned to benefit when the 
sector rebounds. 

Background
Recent years have seen the mining sector return to prominence in Sierra Leone, 
driving economic growth, accounting for the majority of the country’s foreign 
exchange earnings and boosting government revenues. Between 2012 and 2014, the 
mining sector contributed 22 per cent to GDP, 72 per cent to real GDP growth and 
accounted for 83 per cent of exports. The sector also contributed significantly to 
government revenues, amounting to 21 per cent of the total during these two years. 
These successes generated great expectations that mining in Sierra Leone could be 
harnessed to finance government development priorities. 

However, fluctuation of commodity prices, with iron ore being worst hit, have resulted 
in significant decline in the potential of the mining sector to be the main driver of 
economic growth for Sierra Leone in the medium term. Nevertheless, the sector will 
continue to have a significant influence on the country’s development trajectory, 
making effective governance of the sector an important priority for the government. 

Recognising these challenges, the Government of Sierra Leone decided to establish an 
inclusive and comprehensive process to assess the governance of the mining sector and 
help the country develop a mining policy framework that is consistent with the African 
Mining Vision (AMV). To guide this technical review process, the government has used 
the Natural Resource Charter benchmarking framework. African countries currently 
have to deal with a number of resource initiatives and internationally accepted 
guidelines that are not always harmonised. By showing that these two initiatives can be 
used together in a mutually reinforcing way, the Government of Sierra Leone hopes to 
advance the level of debate within the country, and to contribute to wider regional and 
international harmonisation of standards. 

Methodology 
In early 2014, the Ministry of Mines and Mineral Resources and the Office of the Chief 
of Staff collaborated to draw up plans for a detailed Mineral Sector Benchmarking 
Process, which would use the Natural Resource Charter Benchmarking Framework as 
a technical input to the implementation of the AMV in Sierra Leone. The expert panel 
was convened for the first time in June 2014 but the review process did not start until 
late 2014 due to delays caused by the Ebola crisis. 
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In December 2014, a secretariat was established within the MMMR and the research 
and deliberation process commenced. Research consisted of desk review, consultation 
and interviews with key stakeholders from government, civil society, the private sector 
and the international community. Research outputs were reviewed by the expert panel 
during deliberative workshops held in 2016. As the work neared completion, the panel 
focused on   developing a set of recommendations that Sierra Leone could use to turn 
the results of the research into policy actions. 

Structure of the report
This report has been structured using the Natural Resource Charter benchmarking 
framework. Based on the twelve precepts of the Natural Resource Charter, the 
framework is made up of a hierarchy of questions and supplementary guidance to help 
resource-rich countries diagnose, assess and monitor their governance of resource 
wealth including oil, gas and minerals. The framework consists of 12 good practice 
principles (“precepts”), which cover the sequence of choices faced by governments in 
relation to resource extraction (see Figure i). The Charter framework has been 
specifically designed to be compatible with AMV and other standards such as the 
Extractive Industries Transparency Initiative (EITI).

Each precept chapter is structured using a series of questions, each of which relate to 
individual governance issues contained within the precept. Based on the deliberations 
of the expert panel, questions were given a priority score of “High”, “Medium”, or 
“Low”, except in cases where there was not sufficient information to answer the 
question, or where the question did not apply to Sierra Leone. Detailed answers 
explain and justify each score. Summaries of these findings and recommendations for 
action are contained in the accompanying short report.

Figure i – Overview of the Charter 
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OVERVIEW OF THE MINING SECTOR IN SIERRA LEONE

Mining has been a mainstay of the Sierra Leonean economy since independence.  
Resources include diamonds and iron ore, but the country is also rich in bauxite, rutile, 
ilmenite, zircon, gold, platinum, tantalite, chromite and colombite. 

The civil war in the 1990s resulted in the closure of all large-scale mining operations 
and the degradation or destruction of existing mining infrastructure. In the post-war 
period, the sector gradually recovered, mainly through the rehabilitation of former 
mining sites. At the onset of the fall in commodity prices in 2014, the mining sector 
accounted for the majority of the country’s foreign exchange earnings. With lower 
prices the current outlook for the mining sector is less positive, but given the inherent 
volatility of resources prices, there is a good reason to be optimistic about the mining 
sector of Sierra Leone in the long term. 

Mining operations in Sierra Leone
Iron ore has been the most important mining product in recent years. Following the 
commencement of two large-scale iron ore projects – Marampa and Tonkolili - in late 
2011, iron ore in 2012-2014 accounted for 86 per cent of the mining sector’s 
contribution to GDP, 67 per cent of mineral exports and 55 per cent of government 
revenues from mining. 

Marampa, which had been dormant since 1975, was acquired by London Mining 
Company (LMC) in 2005. Tonkolili, was operated by African Minerals Limited (AML), 
which acquired the license in 2010. Despite combined exports from these projects 
averaging USD 721 million a year between 2012 and 2014 and ambitious expansion 
plans, both AML and LMC had to suspend operations and entered administration as 
the iron ore price fell sharply in 2014. 

Shandong Iron and Steel Group (SISG), a Shanghai Stock Exchange-listed company 
that had previously acquired 25 per cent of the Tonkolili project, and Timis Mining 
Corporation, a private company owned by the ex-CEO of AML, subsequently took over 
the Tonkolili and Marampa projects respectively. 

However, the license for Timis Mining Corporation (TMC) was revoked and awarded 
to Sierra Mining Limited. While operations at the Tonkolili project restarted in 
December 2015, higher production costs may likely cause the Marampa project to 
remain dormant until prices improve. A recovery in the price outlook is also required 
for two other iron ore projects, operated by Marampa Iron Ore (SL) Limited (a 
subsidiary of Cape Lambert Resources) and China Kingho Mining Company, to 
continue with any significant development despite expectation to commence operation 
in the coming years.

Beyond iron ore, there are three other large-scale mining projects currently in 
production. Koidu Limited, a subsidiary of Octea Limited which is 100 per cent owned 
by BSG Resources, produces diamonds and made exports averaging USD 95 million a 
year between 2012 and 2015. Sierra Minerals Holding Limited, a subsidiary of the 
vertically integrated aluminium producer Vimetco N.V., mines bauxite and made 
exports averaging USD 28 million a year between 2012 and 2015. Sierra Rutile 
Limited, now acquired by Iluka Resources, a major sand mineral company,  operates 
the world’s largest primary rutile mine, producing rutile, ilmenite and zircon. It made 
exports averaging USD 126 million a year between 2012 and 2015. 
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Looking ahead, two other large-scale diamond projects operated by subsidiaries of 
Octea Limited are at varying stages of development, and two large-scale gold projects, 
which have been planned for a number of years, are expected to start production in the 
coming years (depending on movements in the gold price). Currently, all of Sierra 
Leone’s gold exports are from the artisanal and small-scale mining (ASM) sector. This 
sector also accounts for almost half of diamond exports. While the large-scale mining 
sector makes the greatest contribution to GDP and revenues, the ASM sector continues 
to be very important, especially in terms of rural employment.

Governance of the mining sector
The scale and complexity of mining operations, often involving multinational 
companies and transactions, the social and environmental impacts of intensive land 
usage and the weak linkages to the local economy with limited direct employment and 
significant imports, make it difficult for any government to ensure that the mining 
sector is a catalyst for broader growth and development. The myriad of challenges 
arising from the sector is reflected in the complexity of its institutional and legal 
framework. Governance of the mining sector in Sierra Leone is no different. Policy, 
regulatory and administrative functions are set out in a number of laws, policies and 
individual mining lease agreements and split across a range of government ministries, 
departments and agencies. 

The main government institutions involved in the sector are: the Ministry of Mines 
and Mineral Resources (MMMR), which has primary responsibility for making policy 
for the sector; the National Minerals Agency (NMA), which is the regulatory agency 
responsible for implementing and administering policies, laws and regulations; the 
Ministry of Finance and Economic Development (MoFED), which has primary 
responsibility for making fiscal policy for the sector and managing the resulting 
revenues; the National Revenue Authority (NRA), which is responsible for 
implementing and administering fiscal policies, laws and regulations; the 
Environmental Protection Agency (EPA), which has primary responsibility for 
administering environmental regulations; and the Local Content Agency, which has 
primary responsibility for implementing local content policy and law. Local 
government institutions, such as District Councils and Chiefdom Administrations, are 
also important, being responsible for ensuring that communities in mining areas 
benefit rather than lose from the sector. Each of these institutions has specific roles 
and responsibilities. However, given the intrinsically linked and overlapping 
challenges, and the sometimes overlapping and conflicting mandates of the different 
institutions, coordination between government institutions can be challenging. 



1
2 Figure ii – Map of Large-Scale Mining Lease Areas
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PRECEPT 1: STRATEGY, COORDINATION AND PUBLIC 
CONTRIBUTION

In order for citizens to get the maximum benefit from extractive resources, 
governments need an inclusive and comprehensive national strategy to guide their 
natural resource management decisions. This strategy should be supported by 
competent institutions set within an appropriate and coordinated framework. 
Management of knowledge and public consultation are key to implementing a 
successful strategy. 

Question background
Effective management of mining resources requires government to develop a strategy 
and underlying policy and legislative framework that cover the full range of issues 
involved in transforming resources under the ground into improved development 
outcomes above the ground. Among other things, such a strategy and framework 
should involve linking upstream and downstream industry decisions, addressing 
environmental and community issues, effective management of government revenues, 
and several other wider economic concerns. The national strategy should take a 
long-term approach, recognising the fact that the transformation of wealth in the 
ground into wider societal benefits can take many years and present many challenges 
and surprises along the way.

Legislation and policies currently governing the mining sector in Sierra Leone cover a 
range of important issues including exploration and licensing, mitigation of 
environmental and social effects of mining and financial management. However 
certain inconsistencies, overlaps and gaps remain. Importantly, there is currently no 
overarching strategy that brings together all the issues in one place to guide 
decision-making across the sector. While the Agenda for Prosperity (AfP), the 
Government’s Poverty Reduction Strategy Paper for 2013 to 2018, makes reference to 
mineral resource management in Pillar II, it is largely a ‘to do list’ for the government. 
It includes two high-level objectives – to ensure that mineral wealth supports national 
economic and social development and that resources be managed in a transparent and 
accountable way – whilst highlighting the importance of a rapid expansion in mining 
activities for financing its ambitious development plans. However, no direction is given 
as to how decision makers should prioritise these policy objectives. Beyond the AfP, the 
only other strategic guidance that could reasonably be considered overarching is the 
Mines and Minerals Act 2009 (MMA 2009) and to some extent, the Core Minerals 
Policy of 2005 (CMP) which is limited in substance and significantly out of date.

While it is not unusual to have a range of laws and policies covering the mining sector, 
when looked at collectively, there are a number of objectives and limited guidance as to 
how these different objectives, with different trade-offs, should be prioritised. The 
absence of a comprehensive strategy is seen to have led to a disproportionate focus on 
attracting investment as quickly as possible for immediate revenue generation. This 

1.1 Comprehensive content. Does government strategy, policy and 
legislation on mining resources consider the full range of issues 
required to harness mining resources for development?

Reform Priority: Medium
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push has a clear rationale with Sierra Leone relying heavily on the extractive industries 
to finance immediate developmental needs. However, it has led to other potentially 
significant gains from the sector, such as shared infrastructure, state participation and 
local supply chain development, receiving considerably less attention from 
government. The government’s focus on getting investors in quickly has arguably, in 
part, resulted in the sector being populated by junior miners that lack the financial 
resilience to withstand the effects of health epidemics such as the Ebola Virus Disease 
(EVD), or a volatile commodity market (SLESB Interview 1, 2015) and therefore 
ultimately led to weaker revenue generation and economic planning. This is in contrast 
with neighbouring Liberia, a country with similar challenges but, where Arcelor Mittal 
was able to continue normal operations during the twin effects of EVD and global 
downturn of commodity prices (though the company had to delay the beginning of 
their phase two operations) (Arcelor Mittal, 2014). Limitations and inconsistencies in 
the application of legislative provisions, perceived lack of security of tenure and 
transparency issues might have militated against major players becoming interested in 
investing in the country during this period. A comprehensive strategy that evaluates 
and prioritises the potential benefits from the mining sector may have resulted in a 
longer-term approach, working to strengthen these areas before looking to attract 
investment.

The Ministry of Mines and Mineral Resources (MMMR) has recognised the need to 
improve the current governance framework for the mining sector. In addition to 
conducting this benchmarking assessment, it is preparing a new Minerals Policy that 
is aligned with the African Mining Vision (AMV). The outcome of this assessment will 
feed into the finalisation of the revised Core Mineral Policy. This overarching 
framework will then guide updates to relevant Acts and regulations, and if required, 
the development of new ones. Indeed, in the process of revising the CMP, the need for 
reviews of the MMA 2009, the Environment Protection Agency (EPA) Act 2008 and 
the Mines and Minerals Operational Regulations has already been identified. 
However, this report proceeds on the basis that we do not yet know the outcome of the 
new Minerals Policy and that the challenges mentioned in this report remain for the 
time being.

Upstream industry decisions

The legal and policy framework governing upstream activities is fairly comprehensive. 
However, there is a lack of strategy underpinning these laws and policies. As noted 
above, the lack of a strategic approach to licence allocation is seen to have led to a 
disproportionate focus on encouraging mining activity to commence as quickly as 
possible with a number of consequences including the curtailing of exploration and 
collection of valuable geological information and the award of licences to smaller 
companies with little or no prior mining experience and fiscal resilience to withstand 
the shocks that are inherent in the business of mining.

While the fiscal regime under which the mining sector operates appears to provide a 
reasonable share of return to the government and there are inherent trade-offs that 
have to be considered in the design of a fiscal regime, arguably it also suffers from the 
lack of a long term approach. With the Extractive Industry Revenue Bill (EIRB) stalled, 
and the resource rent tax at risk of never being introduced, the long-term upside gains 
of the mining sector are less likely to be captured by the government.



15

Finally, the regulatory regime is inhibited by the lack of clear and effective 
coordination. Implementation of regulations has improved significantly since the 
establishment of the NMA and EPA, but legislative overlaps exist that create 
uncertainty for both administrators and investors (Fanthorpe and Gabelle, 2013 p.32).  

Further uncertainty and inconsistencies result from Government’s propensity to deviate 
from the legislation in the preparation of mining lease agreements (MLAs). At the individual 
project level, all mining activities are governed by MLAs signed between the MMMR and the 
mining company. MLAs must be ratified by Parliament, effectively making them law in their 
own right. The fact that MLAs have been negotiated on a case-by-case basis means that each 
one is adding a layer of complexity to the governance of the sector. This can be detrimental 
to investor confidence as the regulatory context could be seen as unpredictable. It can also 
create valuable loopholes for administrators and companies alike. However, the Minerals 
Negotiation Team (MNT) in the Office of the President has recently developed a Model 
Mining Lease Agreement. It is hoped that this template will result in more predictable and 
consistent MLAs going forwards. 

Economic linkages

Linkages between the mining sector and the rest of the economy, through infrastructural 
development, local content and downstream processes, are recognised in the AfP as being 
crucial for diversification and broad-based development. However, the government does not 
currently have a broad national strategy for infrastructural development. Coordination with 
mining projects has suffered as a result, with most transport and power infrastructure built 
by mining operators are exclusively used for mining purposes and there is no plan to make it 
accessible to other users or link it to government-built infrastructure (World Bank, 2013, 
p69). 

In contrast, the framework for increasing the use of local suppliers and labour by the private 
sector is relatively well developed. The Local Content Agency Act 2016 (LCAA), which 
legislates parts of the Local Content Policy (LCP), provides the overarching framework for 
the use of local content in the economy as a whole, and the MMA also sets out local content 
requirements specifically for the mining sector. Nevertheless, while the MMA is seen to 
consider the commercial realities of the sector, the LCA Act makes provision for a series of 
explicit targets for local content which do not appear to take into account the capacity of the 
domestic economy to realistically meet them. How the MMA and LCAA interact is yet to be 
clarified, but the understanding is that the MMA will inform the Local Content Plans that 
companies submit to the LCA. Agreements on these plans are binding, and can be different 
to the targets set in the LCAA 2016.

Finally, there is relatively little legislative and/or policy guidance that addresses 
downstream decisions in the mineral sector. However, with Sierra Leone largely exporting 
mineral products in their raw and unprocessed forms, there is currently limited need for 
such guidance on refining and manufacturing mining output.   

For more details on upstream industry decisions, see precept 3, which focuses on 
exploration and licence allocation, and precept 4, which deals with taxation.
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Revenue management

Revenue management in its current form does not show clear sustainable 
development purpose, structure and discipline. However, the government is aware of 
the need to use mining revenues to protect against revenue volatility, invest in projects 
that enable economic diversification, transformational development and promote 
intergenerational equity.  To this end, the Public Financial Management (PFM) Act, 
2016 which has recently been enacted, makes provision for a Transformational 
Development Fund Account (TDFA) for the deposit of extractives revenues and a fiscal 
rule which would restrict and control the degree to which these revenues are spent.  
This rule links the level of expenditure to non-extractive revenue collection in the 
preceding year, and only permits expenditure on ‘transformational development 
projects’ identified in the annual budget.  Any surplus revenue accumulates in a 
stabilisation fund, the Transformational Development Stabilisation Fund, and then, 
after this reaches a specified threshold, in a savings fund, the Intergenerational 
Savings Fund.  

The PFM Act has the potential to increase the mining sector’s contribution to 
sustainable development and assist the country reach its commitments to the global 
Sustainable Development Goals (SDG). However, there are questions around its 
effective implementation. Capital expenditure has been rising since government 
started receiving increased mining revenues in 2012. At the same time, recurrent 
expenditure, much of it non-discretionary, has also been on an upward trajectory. In 
the face of declining mining revenues, capital expenditure has been scaled down 
bringing infrastructural development projects that could enhance economic 
diversification to a near standstill.  Furthermore, even when the TDFA and related 
funds are established and the fiscal rule comes into force, there are concerns that 
continuing challenges around budget credibility will mean that improvements in the 
management of mining revenues will be limited.  

Environmental and community issues

Coverage of the local impacts of mining by the current legislative and regulatory 
frameworks is relatively comprehensive. The MMA 2009 and EPA Act 2008 make 
acquisition and retention of mineral licenses conditional on companies adhering to 
performance requirements in health and safety, environmental protection and 
community development. The Mines and Minerals Operational Regulations of 2013, 
Environment Protection (Mines and Minerals) Regulations 2013 and Mines and 
Minerals Environmental and Social Regulations 2013 provide further details regarding 
these obligations. 

For more information on economic linkages between the mining sector and the 
rest of the economy, see precept 10.

For more details on revenue management decisions, see precept 7, which looks at 
important decisions linked to savings and allocation of revenues, and precept 8, 
which looks at potential problems which may be caused by the volatility of revenues 
from mineral commodities. 
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The strategy for managing environmental impact is particularly well developed, 
though provisions around environmental disasters and mine closure require 
improvement. The EPA Act 2008 requires Environmental Impact Assessments (EIA) 
from companies as a condition of obtaining a license to extract, which includes the 
development of an Environmental Management Plan (EMP) setting out how 
environmental effects are to be mitigated.

While there are weaknesses in the framework for compensation and resettlement, 
considerable consideration has been given to harnessing benefits from the mining 
sector for communities. The Diamond Area Community Development Fund (DACDF) 
acts as a mechanism for ensuring that host communities receive some of the benefits 
from artisanal mining. The MMA 2009 provides for a similar arrangement for 
industrial mining, with small- and large-scale companies that meet specified criteria 
required to pay into a Community Development Fund (CDF) to implement local 
development projects as set out in a Community Development Agreement (CDA) 
between the company and primary host community. Given the risk of CDAs being 
dominated by companies’ wishes and being captured by the local elite, the government 
has not encouraged the development of CDAs until sufficient guidelines are in place. 
Companies therefore have entered into their own arrangements with communities. 
However, a model CDA prepared by a coalition of stakeholders is now close to being 
finalised at which point, companies will be required to sign CDAs.

Despite this progress, there continues to be limited legal and/or policy guidance that 
addresses how funding within the CDA framework will be coordinated with funding 
from other sources to implement local development projects. Also, there are potential 
overlaps and inconsistencies with Community Development Action Plans (CDAPs), 
which companies are required to develop to mitigate environmental and social impacts 
from mining identified in the EIA, and Local Development Plans produced by local 
councils. In the past, this lack of coordination has resulted in duplication of 
development efforts, wasted resources and potentially, corruption. In addition, the 
legal and policy framework does not clearly explain the roles and responsibilities of 
local government and chiefdom administration actors at the local level in the 
management of development activities. An uneasy relationship between local 
government authorities and chiefdom authorities seems to exist in the management of 
development funds and projects, which has the potential to threaten the effective 
implementation of community development projects.  

For more details on environmental and community issues please see precept 5, 
which focuses on the local impacts of extraction.
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8 Figure 1. Map of mining policies and legislation
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Question background
Often, the transformation of resource wealth into prosperity fails not because of a lack 
of good policies, but because of weak systems of governance. Implementation of a 
national strategy and the underlying legal and policy framework requires coordination 
and an authorising environment across a range of different government institutions. 
Given the intrinsically linked and overlapping challenges, inter-ministerial 
coordination is necessary. An overarching body with representation from each 
ministry relevant to extractive sector management may be useful in coordination and 
implementation. 

Despite huge investments in building and strengthening government institutions, 
coordination of high-level policy making has been a serious challenge for Government 
(SLESB Interview 10, 2015) and has constrained government from taking advantage of 
opportunities across the sector, as well as effectively managing the trade-offs between 
revenue collection, leveraging of infrastructure, and developing local content. 
Currently, there are only a few points where Ministries, Departments and Agencies 
(MDAs) relevant to extractive sector management collaborate on mining issues: The 
Minerals Advisory Board (MAB), the Minerals Negotiation Team (MNT) and the 
Extractive Industries Revenue Taskforce. 

Further, there is currently no legal requirement for inter-agency collaboration on 
extractive sector management whether at the national or local levels. Recently 
however, some agencies have developed Memoranda of Understanding (MoU) to 
improve governance of the sector. Given the interconnectedness of development 
priorities across the country, it is critical that central and local government authorities 
as well as civil society groups develop strong working relationships and collaborate to 
enhance effectiveness of extractive sector management.
 
Upstream industry decisions

The reduction in the number of MMMR’s technical staff and their expertise which 
inadvertently resulted from the establishment of the NMA constrained the Ministry’s 
capacity to effectively coordinate governance of the sector. However, the recent focus 
on redefining the MMMR’s mandate through a Management and Functional Review, 
and reinvigoration of its functions as demonstrated by the ongoing revision of the 
CMP, has positive implications for improved leadership and coordination of 
decision-making going forward. 
 
Other coordination issues are also being dealt with. There has been concern about the 
overlap between the NMA and MAB given their similar licensing functions (Fanthorpe 
and Gabelle, 2013, pp31-32) but this has largely been resolved by the recent statutory 
appointment of two NMA officials, the Director of Mines and the Director of Geological 

1.2 Coordination and authorising environment. Is there an effective 
framework for the coordination and authorisation of policy, regulatory 
and administrative institutions working on the full range of issues 
required to harness mining resources for development?

Reform Priority: Medium
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Surveys, to the MAB. The representation of the NMA on the MAB reduces the potential 
for duplication of responsibilities and ensures that advice given by the NMA, the more 
technically equipped institution, is less likely to be challenged, diluted, or overruled by 
the MAB when presented to the Minister of Mines (SLESB Interview 2, 2015). 
Nevertheless, there remains some overlap between the two entities, suggesting a need 
to clarify the role of the MAB in light of the establishment of the NMA.

Coordination is improving in both the making and implementing of tax policy. Policy 
formulation is led by the Ministry of Finance Economic Development (MoFED), in 
consultation with the MMMR, NRA, NMA, and other relevant MDAs, with these 
stakeholders also meeting through the MNT to discuss the development of MLAs. The 
NRA has primary authority to administer and collect mining revenues, but relies on 
the NMA to undertake some administrative functions and to provide specialist 
technical expertise. The establishment of the Extractive Industries Revenue Unit 
(EIRU) at the NRA has the potential to increase the expertise with the NRA to improve 
on mining revenue generation streams and close the gaps in current revenue 
generation efforts such as transfer pricing. The Extractive Industries Revenue 
Taskforce has played a significant role in these agencies and other MDAs involved in 
mining revenue administration becoming increasingly effective at working together 
(SLESB Interview 1, 2015).  

Economic linkages

Given the importance of inter-sector synergies for the development of economic 
linkages, coordination between the relevant MDAs is critical. In terms of 
infrastructural development, the absence of a responsible authority for certain types 
of infrastructure projects may be problematic. For example, whereas the Sierra Leone 
Roads Authority (SLRA) and the Road Management Fund deal with road 
transportation, the Civil Aviation Authority deals with airport infrastructure, the 
Sierra Leone Maritime Administration deals with sea transport while the Sierra Leone 
Ports Authority manages and controls the port with cargo section of the port leased 
out to . However, there is no functioning entity solely responsible for rail 
development. Weaknesses in the specific institutional framework notwithstanding, 
the recently established Infrastructure Committee, under the leadership of the 
Ministry of Works and Infrastructure, includes several MDAs and is a step towards 
better coordination of infrastructure decisions. It is however yet to be seen how 
effective this committee will be in relation to mining infrastructure. Indeed, the 2013 
World Bank DTIS advised that a strong regulator be appointed to oversee 
infrastructural development by the mining sector to ensure that it fits into a wider 
national strategic plan. 

The Local Content Agency (LCA), which succeeds the Local Content Unit (LCU) of the 
Ministry of Trade and Industry (MTI), has primary responsibility for overseeing the 
use of local suppliers and labour in the mining sector. Coordination between the LCA 
and other MDAs such as the NMA and EPA was seen to be good, with the LCA and 
NMA entering into an MOU. The LCA is expected to continue these coordination 
efforts. 

For more details on coordination of upstream industry decisions, please see precept 
3, which focuses on exploration and licence allocation, and precept 4, which looks at 
taxation.



21

Revenue management

The majority of mining revenues are transferred to the Consolidated Revenue Fund 
(CRF). However, while the NRA Act, as amended by the Finance Act 2007, provides for 
the NRA to collect all taxes and non-taxes and transfer them to the CRF, subsequent 
MDA Acts provide some MDAs with collection and retention powers. Therefore, while 
revenue management is primarily the responsibility of the MoFED, some revenues are 
retained by MDAs and cannot be used for making central government expenditures 
and executing the budget. Given the significant challenges that MDAs face from 
unpredictable government spending and untimely budget allocations, recent efforts to 
reform this arrangement have had limited success. With ongoing cash flow constraints, 
this arrangement results in inefficiencies in the management of government resources. 
Going forwards, it could also impact the effective development and implementation of 
spending-saving decisions. The creation of the single treasury account has been seen as 
a significant improvement in the consolidation of all government revenues into a single 
account.

Following the enactment of the PFM Act, all mining revenues will be expected to flow 
into the Transformational Development Fund Account (TDFA) to be managed by 
MoFED. However, current resistance to transferring revenue to the CRF does not bode 
well for coordination of the TDFA. Moreover, assuming that mining revenues are 
successfully consolidated in the TDFA, decisions on how they are allocated and the 
potential for political interference will likely give rise to further conflict and 
uncertainty regarding both deposits and withdrawals (SLESB Interview 2, 2015).  

Environmental and community issues

The MMMR, NMA, the EPA and Local Councils coordinate on environmental issues 
related to the mining sector. However, this relationship sometimes suffers from a lack 
of clarity in both legislation and practice. The EPA Act 2008 charges the EPA with the 
responsibility of monitoring and managing the environmental impacts of mining 
operations, including requiring prospective license holders to submit an EIA as a 
pre-condition to securing a mining license. On its part, the MMA 2009 apportions 
some responsibility to the MMMR and NMA in relation to EIA, by also requiring 
submission of EIAs to the MMMR (Part XV, MMA 2009). This inconsistency has been 
ignored in most MLAs, which reference the EPA, and the EPA Act 2008, as the lead 
authority on environmental matters. However, especially given the implicit role for the 
NMA in monitoring environmental impacts given its responsibility for regulating the 
operational side of mining projects, there remains a need for more coordination.

A further coordination issue between the MMMR, NMA and the EPA is likely to arise 
in the area of community development. CDAs, which are overseen by the MMMR and 
NMA, are intended for the ‘promotion of sustainable development’ of communities 
affected by mining operations. CDAPs, which are overseen by the EPA, are intended for 
the mitigation of environmental and social impacts from mining identified in the EIA. 
However, they are likely to contain many of the same development activities. 
Coordination between the MMMR and NMA and community representatives will also 

For more details on coordination of revenue from the mining sector please see 
precept 4, and for details on the TDF see precept 8.
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be important for the successful implementation of CDAs. The negotiation of CDAs will 
take place primarily between relevant community representatives and the large-scale 
mining company (CDA Model draft part II (15)). However, section 141 of the MMA 
2009 authorises the MMMR to coordinate the development and implementation of 
CDAs, with final approval being given by the Minister of Mines. This oversight role for 
the government is extremely important given concerns that community 
representatives may not have the requisite knowledge, or incentives, to identify 
appropriate development projects that will benefit the entire community, and because 
once CDAs are in place, mining companies may be less likely to respond to other 
community development requests (SLESB Interview 2, 2015).   

For more details on environmental and community issues please see precept 5, 
which focuses on the local impacts of extraction.
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Figure 2. Institutional Setting
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Question background
Effective information management is essential for efficient government operations. It 
informs management decisions and improves the quality of government service 
provision to citizens and the private sector. It also supports strong lines of 
accountability within government (for more on accountability, please see precept 2).

The availability of mining sector information across government has improved 
significantly in recent years. However, the absence of comprehensive processes for 
systematic information sharing and the lack of a centralised system for mining sector 
information management continues to make it difficult for officials to access the 
information required to make timely and coherent policy and operational decisions, 
monitor company compliance, and enforce transparency and accountability. 

A significant amount of information is now available online, providing easier access for 
government officials. While legislation and prevailing MLAs have always been 
available to government officials at the Parliament Library, these documents are now 
available at www.nma.gov.sl and www.ResourceContracts.org. EIAs are also now 
uploaded on www.nma.gov.sl, and the GoSL Online Repository provides licence and 
payment information for all companies operating in the country. Sharing of revenue 
information has also improved with the recent installation of the Non-Tax Revenue 
System (NTRS), which ensures that all non-tax payments for which NRA receipt is 
issued is reflected in the NMA’s Mining Cadastre Administration System (MCAS), and 
a better functioning Extractive Industries Revenue Taskforce. 

However, outside of these processes, information is only available on an ad hoc basis 
and sometimes only in hard copy, resulting in inefficiencies in both accessing and using 
it. For example, quarterly financial transparency reports submitted by large-scale 
companies to the MMMR are currently only shared with the MoFED and NRA on 
request despite them providing important information on company revenues and 
expenditure and tax payments. The fragmentation of information holdings across and 
within MDAs also impairs efficient access to information. While the MCAS contains an 
increasing amount of information, other information is dispersed across a range of 
MDAs.

To address this information management problem, the NMA has developed and is 
implementing a Geodata Information Management System (GIMS), which will be 
linked to MCAS. All reports received by the MMMR and NMA will be uploaded to this 
system. CDAs and other documents will also be uploaded, resulting in greater 
centralisation of information (SLESB Interview 2, 2015). Nevertheless, the process by 
which officials from across government can efficiently access this information still 
needs to be developed.   

1.3 Information management. Does the government effectively manage 
information on the full range of issues required to harness mining 
resources for development?

Reform Priority: Medium
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Question background
A national strategy is more likely to be successful if it is the product of inclusive 
processes that are open and participatory. A plan debated in public will expose policy 
conflicts and inconsistencies sooner, constrain self-dealing and corruption, and render 
inevitable course corrections less disruptive.

1.4 Public participation. Does government enable public participation 
in policy-making processes on the management of mining resources?

Reform Priority: Medium

There is no formal requirement for public consultation during the development of 
government policies or laws. Despite this, the government has sought to involve civil 
society, local government, and to a lesser extent the general public, in the mining 
sector policy-making process. Civil society organisations such as the National 
Advocacy Coalition on Extractives (NACE) and the Network Movement for Justice and 
Development (NMJD) have been involved in the MAB, SLEITI Multi-Stakeholder 
Group (MSG), and the Sierra Leone Extractive Sector Benchmarking Expert Panel. 
More recently, numerous civil society organisations were involved in both drafting and 
popularisation of the development of the Environmental and Social Regulations, and 
the Mines and Minerals Operational Regulations. However, discussions with civil 
society have indicated the need for the government to view public engagement more 
broadly (SLESB Interview 9, 2015), especially as civil society participation is generally 
limited to Freetown-based organisations, preventing the final policy outcome from 
being genuinely representative. 

The government has made some improvement at facilitating broader public 
participation. SLEITI is one of such successful examples, holding a public forum 
during the development of the SLEITI Bill, as well as numerous town hall meetings 
across the country designed to gather feedback on Reconciliation Reports and collect 
inputs for a post-validation EITI strategy (SLEITI, 2013, pp.9,13). During the 
development of the Local Content Compact, a national initiative built on the principle 
of a public-private partnership for the implementation of the Local Content Policy, a 
government delegation, including the Minister of Trade and the Director General of 
the NMA, visited mining districts to gather community input (SLESB Interview 2, 
2015). However, to further improve public participation in policy making, it may be 
necessary to develop good practice guidelines for public consultation, if possible, 
legislate these guidelines to emphasise commitment to integrating public consultation 
as a key component of any on-going or future policy making processes (SLESB 
Interview 4, 2015).
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PRECEPT 2: ACCOUNTABILITY

2.1     TRANSPARENCY AND AVAILABILITY OF INFORMATION

Governments must be accountable to an informed public for how they manage a 
country’s extractive resources. This requires sufficient transparency around the 
management of the extractive industries for the public to thoroughly understand and 
scrutinize the conduct of natural resource governance. Oversight institutions set up by 
government including the legislature, supreme audit institutions and governance 
authorities should be willing and able to hold officials to account. And finally, 
independent organizations and the wider public need to be adequately informed about 
the extractive industry, and have the freedom to scrutinise the management of the 
sector and its revenues effectively without harassment. 

Question background
Disclosure rules can protect the principles behind transparency and access to 
information, but can also be used to enable better information management. An 
increasing number of countries have freedom of information laws stipulating that all 
government information is public unless law specifically prescribes disclosure.

The Government of Sierra Leone recently introduced the Right of Access to 
Information Act 2013. Following the introduction of the Act, every person has the right 
to access information held by or under the control of a public authority. The Act does 
not limit or restrict the disclosure of, or the right to access, information regarding any 
other Act, policy or practice save where the information is classified. However, the 
Right of Access to Information Commission, which was established to implement the 
Act, has only just been set up and is not yet fully operational.  The Act has also not been 
popularised, limiting the extent to which the public can avail themselves of these new 
rights (SLESB Interview 19, 2015). 

In the minerals sector specifically, Section 159 of the MMA 2009 requires the MMMR 
to develop a transparency framework for the mining sector. This framework does not 
yet exist. However, Sierra Leone has been an EITI compliant country since 2014 and 
Government, through the Open Governance Initiative/Open Government 
Partnership, has a policy to support disclosure of information including on natural 
resource governance. Moreover, the MMA 2009 requires that the public have access to 
the register of mineral rights, the register of mineral rights applications, the cadastral 
survey map of mineral rights and applications, non-confidential agreements, 
non-confidential reports and EIAs submitted by past and present holders of a mineral 
right. Some of this information is provided on the GoSL Online  Repository (see 2.1.5) 
and EIAs are now uploaded on www.nma.gov.sl. Other documents are available for 
inspection by the public during office hours at the NMA and copies can be purchased 
subject to fees (SLESB Interview 2, 2015). In addition, Section 159-160 require 
companies to report quarterly on all payments made to the government using a 
financial transparency form (C23). While the government is not required to disclose 
these reports, companies are making much of the same information public via their 
contribution to the annual SLEITI Reconciliation Report, which will become a 
statutory requirement once the SLEITI Bill is passed into law. 

2.1.1 Disclosure rules. Are there rules supporting the disclosure of 
information on the governance of natural resource wealth and are they 
followed in practice?

Reform Priority: Medium
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Question background
Availability of policy documents and legislation that govern the full range of issues 
involved in harnessing mining resources for development help the wider public, official 
oversight bodies, and government employees better understand the policy and legal 
framework for the governance of the mining sector. New documentation should be 
disseminated publicly once it comes into force.

There are no restrictions on public disclosure of policy documents and legislation 
pertaining to the mining sector, with all government policies and laws public 
documents. Government legislation and policies are available in hard copy at the 
Sierra Leone Government Bookshop and online at www.sierra-leone.org/laws and the 
websites of some government MDAs. Laws and policies specific to the mining sector 
are no different, available from the Government Bookshop and online at 
www.slminerals.org and www.nma.gov.sl. A number of relevant policies including the 
Mines and Minerals Operational Regulation 2013, the Mines and Minerals 
Environmental and Social Regulations 2013, and the Artisanal and Small Scale Mining 
Policy 2013, were also disseminated to civil society groups, companies and media, 
during a popularisation exercise in 2014. In recognition of limited internet 
connectivity in Sierra Leone, the NMA requires its Regional Managers to run regular 
sensitisation meetings, particularly with chiefdom mining committee members, as 
well as radio programmes aimed at increasing public awareness (SLESB Interview 2, 
2015). Nevertheless, while policy documents and legislation are generally available to 
the public, the information itself tends to be complicated and technical, alienating a 
largely illiterate population.

2.1.2 Availability of policy documents and legislation. Does the 
government make policies and legislation governing mineral resource 
management available to the public?

Question background
The legal framework at the level of individual mining projects in Sierra Leone is set out 
in individual contracts negotiated on an individual basis with mining companies. 
Mining Lease Agreements, known as MLAs, are signed between the Minister of Mines 
and the mining companies. Availability of contracts has benefits for both investors and 
local stakeholders. When contracts are made public, officials negotiating contacts are 
obliged to be even more careful to ensure that they protect the public interest when 
making a deal. Awareness of the terms within contracts helps lay the foundations of 
trust between society and contracting parties, and helps avoid misperceptions around 
those agreements. This is especially important considering the importance of good 
community relations and stability in the success of mining projects over the long term. 
Finally, the availability of contracts facilitates improved monitoring by government but also 
by wider public, including the media, research institutions and public interest groups.

2.1.3 Availability of contracts. Does the government make contracts 
governing mineral resource management available to the public?

Reform Priority: Medium

For more detail on other disclosure practices not required by law see precept 2, 
question 2.5.
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In 2013, the MMMR committed to publishing all MLAs online. Following this 
commitment all existing MLAs have been made available online by the MMMR and the 
NMA (www.slminerals.org and www.nma.gov.sl). Currently there remain only two 
MLAs not available online, these being the MLA with Cluff Gold (SL) Limited, and the 
MLA with Nimini Mining Limited, as both agreements are still being negotiated. 
Recently, through collaborative efforts by the MMMR, NMA and the Columbia Centre 
for Sustainable Investment, all MLAs online have been linked to the Resource 
Contracts.org which provides annotations to these contracts for ease of reference and 
understanding. Recognising the considerable improvement in availability of MLAs, 
civil society has now requested that the government go one step further and publish 
summaries of all mining agreements, communicating their contents in simple, clear 
language that the public can readily understand (Edwin, 2015). 

Question background
While it is the responsibility of public officials to protect the public interest, financial 
links with mining companies or any other joint ventures can present real or potential 
conflicts of interest that may obstruct the good judgement of public officials. 
Requirements for public officials to disclose their financial interests helps to ensure 
that conflicts of interest are identified and public decision making is not compromised. 

Reform Priority: Low

Section 119 of the Anti-Corruption Act provides that all public officers are required to 
declare assets and liabilities each year, and upon leaving office. This requirement takes 
the form of an annual asset and declaration form that all public officials are expected to 
complete. The ACC Act does not provide for the content of these declarations to be 
made public. However, in pursuing an investigation of a government official, the ACC 
can make such documents public in a court of law. 

There are also specific disclosure requirements for public officials working in the 
mining sector. Section 19(1) of the MMA prevents public officials from acquiring 
mineral rights and purchasing of shares in mining companies operating in Sierra 
Leone. Similarly, Section 15(1) of the MMA requires full disclosure of any relevant 
interests by the MAB, and prevents those that have interests from participating in 
decisions or deliberations pertaining to that interest.

As discussed further in 3.3.2, there are some doubts about the efficacy of these rules 
and requirements. Given the complex corporate structures that many of the Sierra 
Leone-registered companies are part of, declarations made by public officers need 
considerable scrutiny, yet the Anti-Corruption Commission appears to often take these 
at face value. Existing requirements also fail to cover the relatives of public officers. 

Reform Priority: Low

2.1.4 Disclosure of financial interest. Is there a requirement for public 
officials to disclose information about their financial interests?
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Question background
Harnessing mining resources for development spans a wide range of issues, known as 
the decision chain. The mining sector decision-making chain includes issues such as 
discovery, extraction, taxation, mitigation of local impacts, management of nationally 
owned companies, management of revenues and the effective investment of resource 
revenues. Oversight is required at every stage of this chain, and the government should 
proactively disclose information to ensure that the wider public, official oversight 
bodies and government employees are better able to monitor the mining sector. 

The availability of public information has improved significantly, however access to 
information remains limited due to poor internet connectivity, low levels of literacy, 
and limited knowledge of what information is available and where it can be found 
(SLESB Interview 16, 2015). The primary source of public information on the mining 
sector is the GoSL Online Repository. Operational since 2011 and described as 
‘trailblazing’ by the Financial Times (Minto, 2015), the repository is managed by the 
NMA and contains data on every holder of a minerals right, including their name, the 
status of their licence and payments made to government. It is accessible to all citizens 
once they sign up for a username and password (which is to track user controls and 
frequency). In addition, the NRA now publishes disaggregated information on its 
revenue collection from the extractive industries on the MoFED website 
(www.mofed.gov.sl) on an annual basis and SLEITI Reconciliation Reports providing 
detailed information on all payments made by mining companies to the government 
can be accessed at www.sleiti.gov.sl. Finally, all prevailing MLAs are now available to 
the public online at www.slminerals.org and EIAs have been uploaded onto the NMA 
website (www.nma.gov.sl). Most information that is available to the public, but not 
accessible online can be sourced directly from the NMA and EPA during office hours. 
The EPA has also distributed hard copies of EIAs to local councils and public libraries 
around the country, and CDAs, once approved by the Minister of Mines, will be 
available in primary host communities in addition to a number of MDAs. 

However, not all information is publicly available. Up-to-date revenue payment 
information on the online repository is limited to non-tax revenues. While this is 
partially mitigated by other data sources, the NRA data published on the MoFED 
website only provides disaggregated information on the largest companies and the lag 
time in the production of SLEITI reports limits its use as an accountability tool. 
Similarly, getting real time information on mining company activities is problematic. 
Companies are required to submit a range of reports to the government, and some of 
these should be made publically available. For example, Guidelines E5 of the Mines 
and Minerals Regulations require the annual report submitted by mining operators to 
be published on the MMMR website. However, none of these reports have ever been 
published. Concerns have also been raised about the opaque nature of the MLA 
negotiation and renegotiation process. Civil society has requested that the government 
provide information on the process, the stakeholders involved, as well as real time 
updates during the negotiation phase (Brima, 2015). 

 2.1.5 Availability of information across the decision chain. Does the 
government publish information on the full range of activities involved 
in harnessing mineral resources for development?

Reform Priority: Medium
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With the introduction of the Right of Access to Information Act 2013, at least in theory, 
all information regarding the mining sector should be publicly available. However, 
while we are yet to see how this new Act functions in practice, it is likely that public 
access will be less straightforward where information is politically or commercially 
sensitive.  

It is not sufficient for the government to simply increase the availability of information. 
There must be active promotion and dissemination of information. Moreover, a 
significant amount of this information is originally in the form of bulky documents 
written in highly technical language. This makes it hard for civil society groups and 
affected communities to fully understand the content and thereby increases the 
potential for misunderstanding, obstruction by gatekeeping officials, delays and in 
some cases, corruption. Therefore, information must also be provided in a form that is 
understandable to the general population. There are some notable examples of the 
government taking a proactive approach to information dissemination. The NMA runs 
a weekly Minerals Hour on SLBC, the purpose being to update the general public on 
activities relating to the mineral sector, and produces a quarterly newsletter which 
covers a range of issues in the mineral sector (SLESB Interview 2, 2015). These 
activities will be expanded now that the NMA has established its Community Affairs, 
Communications and Public Relations Directorate (SLESB Interview 2, 2015). SLEITI 
has also been extremely active producing communication materials, including posters, 
billboards, radio jingles, and convening public forums to share reports and gather 
feedback (SLEITI, 2013, p13). While the quantity and quality of information 
dissemination is improving, the government must recognise that for the public to 
develop a comprehensive understanding of the sector, dissemination must be far 
reaching, getting down to chiefdom and village level, and sustained (SLESB Interview 
2, 2015). 

2.1.6 Extractive Industries Transparency Initiative. Is Sierra Leone 
using the Extractive Industries Transparency Initiative (EITI) to 
effectively advance transparency?

Question background
The Extractive Industries Transparency Initiative (EITI) Standard provides an 
opportunity for stakeholders in implementing countries to collect and analyse 
information that can facilitate better-informed policy-making on a broad range of 
natural resource governance challenges. Countries that implement the EITI Standard 
must ensure full disclosure of taxes, other payments made by mining companies to 
governments, and make other disclosures. In each country that implements the 
standard, the EITI implementation process is overseen by a local multi-stakeholder 
group, which consists of representatives from government, companies and civil 
society. EITI reports allow citizens to see for themselves how much their government 
is receiving from their country’s natural resources, and contain important 
recommendations for improving industry transparency. 
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Sierra Leone joined the EITI in 2006, and became a candidate in 2008. It was 
suspended from the EITI in April 2013 as a result of having failed four of the EITI 
Requirements during the 2012 Validation. After these reasons were addressed, EITI 
compliance was attained in April 2014. However, over this period, the extent to which 
this initiative has been used to advance the transparency agenda has been varied. 
There is significant political support for this initiative and support has been 
demonstrated by the fact that the Chief of Staff is the EITI Champion as well as Chair 
of the Multi Stakeholder Group (MSG) at the request of the President. Sierra Leone’s 
involvement in the EITI has been an important opportunity to open up management of 
the mining sector to a wide range of stakeholders including companies and civil 
society, all of which are represented on the MSG (SLESB Interview 12, 2015). Prior to 
becoming a member of EITI, Section 160 of the MMA, which requires that companies 
report revenue payments to the government, had not been fully operationalized. The 
annual Reconciliation Reports have enabled greater government and public scrutiny of 
the financial exchange between companies and the government. For example, the 
2008-2010 Reconciliation Report revealed discrepancies regarding companies 
reporting higher payments to the government, which the NRA and other stakeholders 
were subsequently able to resolve. All reports are published on the SLEITI website as 
well as disseminated to the public via nationwide popularisation campaigns including 
extensive media engagement and  community meetings (SLESB Interview 6, 2015).

SLEITI has also been effective in consolidating pre-existing transparency 
developments in the mining sector. The MCAS, which was set up in 2009 as a solution 
for improved license management, has not only been a huge asset to the SLEITI 
process, but the financial information available from companies as a result of SLEITI 
has made the MCAS more comprehensive. Similarly, the Extractive Industries 
Revenue Taskforce has become more relevant and effective due to the improved 
information transfer from mining companies to the government. Finally, Sierra 
Leone’s involvement in SLEITI has been a catalyst for the recent online publication of 
all prevailing MLAs (SLESB Interview 1, 2015).

However, there are concerns regarding SLEITI’s effectiveness in promoting the 
transparency agenda. There are concerns over whether Sierra Leone will be able to 
meet the new EITI standard that will require the government to provide detailed 
information regarding how mining revenues are spent. There is also a need for Sierra 
Leone to be current on the production of Reconciliation Reports; the most recent 
published report is from 2014. Timely information is critical if oversight actors are to 
use SLEITI for meaningful accountability purposes. In addition, the lack of a tax 
revenue baseline for mining companies further limits effective monitoring by civil 
society. A baseline would facilitate a comparison of reported revenues against expected 
revenues, enabling civil society to bring compliance issues to light (Brima, 2015). 

Finally, it is extremely important that the SLEITI policy is formulated and adopted and 
a SLEITI Bill passed into law. Without the necessary legislation, the division of 
responsibilities between the Secretariat and the MSG remains poorly defined, 
preventing effective coordination. Once the Bill is passed, this should trigger a review 
of the composition of the MSG and further capacity building of the SLEITI Secretariat. 
Furthermore, until the enactment of the Bill, reporting obligations for companies will 
continue to lack legal force.  

Reform Priority: Medium
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Question background
National audits of the executive are an important tool to hold executive 
decision-making and spending to account. In Sierra Leone, the Audit Service Sierra 
Leone (ASSL) is the body responsible for scrutinising public spending of funds paid out 
of the Consolidated Revenue Fund. It is independent of the government and is able to 
audit the accounts of central government, local government authorities, public 
authorities and other bodies administering public funds. ASSL is mandated to submit 
annual reports to parliament through the president.

2.2.1 Government audits. Is there an effective national auditing system 
in place?

2.2     OFFICIAL OVERSIGHT BODIES

Reform Priority: Low

While the audit process itself is thorough and consistent, follow up of 
recommendations remains an area for on-going development. According to Section 191 
of the Constitution of Sierra Leone, the auditor general is empowered to audit the 
public accounts of Sierra Leone and of all public offices. Consequently, all MDAs 
relevant to the mining sector are audited on an annual basis and the audit report made 
available on the Audit Service Sierra Leone (ASSL) website. The draft audit report is 
submitted to parliament for attention and subsequent action. The Parliamentary 
Committee on Public Accounts oversees the review process, confirms the completion of 
the report and monitors implementation of the recommendations by inviting MDAs to 
answer to audit queries. The most recent report available online is the 2014 Audit 
Report. While follow up of recommendations has improved overall, going from an 
implementation rate of 57.3 per cent for 2010/2011, to 80 per cent in 2012/2013 
(Coffey International Development Ltd., 2014, p73), this is not the case for all MDAs. 
According to the 2013 Audit Report, only 8 of the 62 recommendations made to the 
MMMR between 2010 and 2012 were implemented. The ASSL has expressed 
particular concern over the following recommendations that the MMMR has 
repeatedly failed to address: (1) on-going discrepancies between total revenue reported 
by the MCAS versus the NRA, (2) the absence of supporting duplicate vouchers for 
licenses, and (3) unauthorised spending of license fees owed to the Consolidated 
Revenue Fund (Office of the Auditor General, 2013, p64-68). The MMMR has been 
summoned to parliament on numerous occasions to respond to these concerns. 
Subsequently, there has been some improvement regarding the issue of discrepancies, 
with an NRA official seconded to the NMA to ensure that all non-tax payments for 
which an NRA receipt is issued are reflected in the MCAS (SLESB Interview 7, 2015). 
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Question background
In Sierra Leone, the national parliament is the principal organ of the state that 
oversees and advises the executive in fulfilling its responsibilities. In addition to 
responding to annual audits prepared by the ASSL, it can act as a conduit for public 
concerns. For the parliament to perform its role regarding mineral resources it 
requires enhanced capacity and understanding of mining issues, as well as access to 
reliable advice on the nuances of mineral resource management.

2.2.2 Parliament. Is parliament able to hold the executive to account?

Reform Priority: High

All mining sector legislation and MLAs must be ratified by parliament. However, in 
practice, there is limited debate within parliament on mining sector management, 
including when MLAs are tabled for approval (SLESB Interview 1, 2015). Members of 
Parliament (MPs) contend that this lack of parliamentary oversight is due to the 
executive not keeping them informed of issues related to the sector (e.g. briefings on 
ongoing negotiations of MLAs). Instead, documents are brought to them at the end of 
the process purely for approval (SLESB Interview 15, 2015), and are often 
accompanied by a Certificate of Urgency, which though legal, limits thorough scrutiny 
of MLAs before ratification. In April 2012, the second amendment to the Sierra Rutile 
Agreement Act of 2002 was fast tracked through parliament under emergency 
procedures, allowing limited time for discussion. The amendment liquidated the 
government’s equity, a decision widely criticised in hindsight given the current value 
of rutile. More recently, the National Carrier Act, 2012, which requires companies to 
ship 40 per cent of all cargoes imported into and exported out of Sierra Leone at above 
market rate via a National Shipping Company, was rushed through at the end of a 
parliamentary session. While the outcome may not have been different had parliament 
been given more time, the significance of this legislation to existing mining operations, 
as evidenced by the subsequent uproar from companies, indicates that further 
consideration was clearly warranted (SLESB Interview 1, 2015). 

Further reasons for limited engagement by MPs include low levels of expertise   and 
understanding of the mining sector.  Few MPs have very good knowledge of the mining 
sector thereby limiting constructive and well informed action on matters of extractive 
sector governance. The International Monetary Fund (IMF), noted that the 
Parliamentary Committee on Mines and Mineral Resources had reached out for 
technical assistance on the Extractive Industries Revenue Bill (EIRB) before the Ebola 
crisis took over (SLESB Interview 12, 2015). However, interviews with the 
parliamentary committee also revealed limited interest in the recent developments 
with African Minerals Limited (AML) and London Mining Company (LMC), a set of 
events one could reasonably expect Parliament to be engaged with (SLESB Interview 
15, 2015). Arguably, this lack of engagement could be due to limits on political 
independence for MPs as a result of section 77K of the constitution which prevents 
MPs from going against the position of the party.
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Question background
Other key institutions that may potentially play a role in holding the executive to 
account are Sierra Leone’s anti-corruption institutions. These include the 
Anti-Corruption Commission (ACC), the National Public Procurement Authority 
(NPPA), and the Office of the Ombudsman. 

In 2000, the Anti-Corruption Act established the ACC to oversee implementation of 
the National Anti-Corruption Strategy. The ACC is an independent body with the 
power to investigate and prosecute all instances of corruption allegedly committed by 
public officials. A civil society umbrella group, the National Anti-Corruption Strategy 
Steering Committee, was established in 2005 to monitor the implementation of the 
anti-corruption strategy. The NPPA, established under the National Public 
Procurement Act 2004, also plays a role in preventing corruption by regulating all 
public procurement of goods, works and services.

Sierra Leone has made some considerable progress towards reducing endemic 
corruption following the creation of the ACC. Since its inception, the activities of the 
ACC have resulted in a total of 95 criminal convictions (Anti-Corruption Commission 
Sierra Leone, 2015). A notable conviction included the Mayor of Freetown in 2012, 
who despite his membership of the ruling party, was indicted on 25 counts of 
corruption, convicted on two accounts, and fined 170 million Leones. More recently, 
the dismissal of a senior government official on the basis of alleged opaque dealings 
with the mining sector suggests that corruption is being taken seriously at the highest 
level (Kamara, 2014).

However, the relative rate of corruption related convictions remains low, and the 
application of anti-corruption legislation has at times appeared inconsistent and 
politically subjective. According to a DfID (UK Department for International 
Development) report on the ACC in 2006, only 15 of the 64 cases examined by the 
commission were pursued, and of these cases one was a hospital payroll officer and 
another a headmaster, while corruption at other levels was ignored. The ACC disputes 
the claim of political subjectivity, stating that the assertion has never been formally 
proven. The ACC’s claim might be more plausible if it was accountable to more than 
just the executive, and if the public had a greater role in evaluating the ACC’s findings 
(Brima, 2015). Indeed, Section 4(2) of the Anti-Corruption Act 2008 explicitly 
stipulates that the ACC shall be accountable to the people of Sierra Leone, but no 
mechanism to facilitate this accountability exists. 

Finally, it seems that Sierra Leone is yet to convince the international community that 
corruption is under control. According to the 2015 Corruption Perceptions Index 
produced by Transparency International, Sierra Leone ranks 119 out of 174 countries, 
with an index of 29. This compares poorly with Ghana, which was ranked 61st, with a 
score of 48. Similarly, the Resource Governance Index, produced by the Natural 
Resource Governance Institute (NRGI), gave Sierra Leone a “weak” score of 46, 
ranking it 35th out of 58 countries due to poor government effectiveness and rule of law.   

2.2.3 Corruption control. Is there an effective anti-corruption system in 
place?

Reform Priority: High
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Question background
Given the transformational importance of resource governance for citizens, managing 
public expectations is critical. Ensuring that citizens are informed about the 
complexities of the mining sector will reduce pressure for the government to spend 
revenues quickly, instead of investing in the long-term strategic direction of the nation. 
An effective communications strategy and relationship between government and civil 
society is essential in this regard.

Until very recently, Sierra Leone was enjoying its status as one of the fastest growing 
economies in the world, with GDP growth at 20.1 per cent in 2013. 14.6 per cent of this 
growth was due to iron-ore production. Oil discoveries off the coast raised expectations 
for rapid economic growth even higher (Gbenda, 2011, p6). The economic outlook for 
Sierra Leone has changed considerably following the slump in oil and iron ore prices. 
Revenue from mining was 56 per cent lower in 2015 compared to 2014, and according 
to the Ministry of Finance and Economic Development (MoFED), projected license 
fees and royalties in 2016 are now 83 per cent lower than forecasts made prior to these 
events. The point at which significant corporate income tax inflows commence will also 
have been pushed back a number of years. 

Despite the significant change in mining revenue forecasts, public expectations 
regarding the magnitude of Sierra Leone’s natural resources, and the possibility of 
increased prosperity for ordinary citizens, continue to run high. With no formal 
communication strategy in place for the mining sector, the government has done little 
to moderate public expectations. A civil society representative interviewed for this 
study remarked - “It is the responsibility of duty bearers to inform their subjects of 
benefits from the sector, but this is not happening. The government must produce an 
annual report outlining what ought to be given, what has been given, what was received 
and what has been done” (SLESB Interview 16, 2015). Insufficient information about 
the sector from the government results in public misconception, which is unhelpful for 
citizens and dangerous for government. This was evident in a recent report by the 
Budget Advocacy Network titled ‘Losing Out’, where GST exemptions were wrongly 
characterised as ‘lost revenue’. This implied that companies had failed to pay and/or 
government had failed to capture these revenues due to corruption, when in fact very 
few countries tax the purchase of inputs by businesses. Furthermore, the report 
showed limited understanding of the trade-offs involved in the sector, fixating on 
revenue maximisation without taking into consideration the logistical constraints for 
companies operating in Sierra Leone, or the non-financial benefits that can be 
leveraged from the sector (SLESB Interview 1, 2015). There are attempts to correct 
these misunderstandings and recalibrate expectations through initiatives such as the 
radio and television program ‘Minerals Hour’ on SLBC, sponsored by the National 
Minerals Agency, and processes related to SLEITI. However access for those that are 
not urban elites remains limited.  

2.3.1 Management of expectations. Has the government ensured that the 
public has realistic expectations of the future benefits and costs of 
extraction?

Reform Priority: Medium

2.3     INFORMED PUBLIC
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Question background
Capable media and public interest groups, including religious, professional and social 
organisations, are essential to ensure that public opinion is heard, and to ensure that 
the public is updated with accurate news and information. Moreover, they also play an 
important monitoring and oversight role. Given these critical roles it is essential that 
they are perceived to be credible by both government and citizens and have sufficient 
understanding of the wide range of issues involved in harnessing mining resources for 
development.  

While civil society and the media have gradually developed better knowledge of the 
mining sector, their knowledge is generally limited to a small number of discrete 
components such as local content and CDAs, rather than an integrated understanding 
of the sector as a whole. There are a small number of civil society groups working on 
issues of mining sector management, these include: the Network Movement on Justice 
and Development (NMJD), the National Coalition on Extractives (NACE), the Budget 
Advocacy Network (BAN), and the recently formed Natural Resource Governance and 
Economic Justice Network (NaRGEJ). There are noticeably fewer media groups that 
have specialised knowledge in this area, the Association of Journalists on Mining and 
Extractives being the main one. However, NMJD and NACE have provided training to 
broader groups of journalists and media outlets on various aspects of mining 
management (SLESB Interview 1, 2015), whilst the German International Cooperation 
(GIZ) has supported training programs for journalists working on extractives issues in 
Sierra Leone and Liberia among other capacity strengthening initiatives. Despite 
serious resource constraints, civil society groups continue to demonstrate 
understanding of the sector through the production of reports such as ‘Not Sharing the 
Loot’ (Diekmann, 2011), ‘Sierra Leone at the Crossroads’ (NACE, 2009), and ‘Losing 
Out’ (Curtis, 2014), as well as pushing for reforms. In addition, NACE has worked 
closely with parliament to transfer knowledge, producing a Parliamentary Guide in 
2011. Finally, the representation of both NACE and NMJD on the SLEITI Multi 
Stakeholder Group and the Sierra Leone Extractive Sector Benchmarking Expert Panel 
is indicative of their knowledge and understanding of the sector.

However, civil society groups have indicated that there is more work to be done to 
bridge the knowledge gap between government and civil society, and to enable a 
broader range of civil society actors to contribute to the debate (SLESB Interview 16, 
2015). There used to be a monthly policy dialogue between the MMMR and civil 
society, this needs to be restarted (Brima, 2015). A number of respondents raised 
concerns about the same organisations and people always being involved in mining 
sector decision-making, (SLESB Interview 1, 2015). Civil society groups have 
demonstrated that they are knowledgeable in key areas, particularly the rights of 
mining communities. However, there is a significant gap in understanding the 
company perspective, specifically what Sierra Leone offers as a business environment 
and how much this affects contract negotiations. 

2.3.2 Media and public interest groups. Do the media and public 
interest groups have sufficient understanding of issues of mineral 
resource management to contribute to the national debate?

Reform Priority: Medium
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This was demonstrated in BAN’s report ‘Losing Out’ discussed in Question 2.10. While 
civil society and the media’s knowledge of the mining sector is improving, it remains 
largely superficial and limited to a few groups (SLESB Interview 1, 2015).  

There are a limited number of local research institutions in Sierra Leone that are 
actively investigating issues of mineral resource management. The government 
statistics agency, Statistics Sierra Leone (SSL), has only just begun collaborating with 
the NMA on collecting production and export figures, and employment information, 
from mining companies (SLESB Interview 2, 2015). The International Growth Centre 
(IGC) is arguably the only local research institution well equipped with local human 
resource as well as international capacity to draw upon when required to do quality 
research in the mining sector. Recent reports by the IGC include ‘Sustainable 
Development and iron ore production in Sierra Leone: the next 50 years’ and ‘The 
Growth Impacts of Diamond Mining in Sierra Leone’. With the establishment of the 
Department of Peace and Conflict Studies at the Fourah Bay College, a number of 
post-graduate students have now undertaken research projects on topics relating to 
the mining sector. Various civil society organisations have produced reports on the 
mining sector, however some of these are of varying quality and independence, making 
these organisations an unconvincing source of credible, rigorous information for 
decision making.

Question background
Independent research produced by local think tanks, civil society organisations, 
journalists and academic institutions helps contribute new ideas to policy process and 
can shine a light on poor practices.  

2.3.3 Independent research. Are there local research institutions with 
the capacity to carry out independent and credible research on issues of 
mineral resource management?

Reform Priority: High

2.4     ENABLING ENVIRONMENT

Question background
The protection of civil and political freedoms is an essential part of the enabling 
environment for accountability. They provide the necessary protections that enable 
the wider public, official oversight bodies and government officials to carry out 
oversight without fear of recrimination or persecution. 

2.4.1 Civil and political freedoms. Are civil and political freedoms in 
place to facilitate public engagement on issues of mineral resource 
management?
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Civil and political freedoms are enshrined in Section 15 of the Constitution of Sierra 
Leone, and further developed in subsequent legislations. While generally upheld, there 
have been instances where these freedoms have been threatened or curtailed. 
Specifically, Section 15(b) of the Constitution provides for freedom of conscience, 
expression, assembly, and association. Sierra Leone is also a signatory to relevant 
international instruments including the Universal Declaration of Human Rights, the 
International Covenant on Civil and Political Rights and the African Charter on 
Human and Peoples’ domestic and international obligations, requiring all parts of 
government to adopt and disseminate a plan for making records publicly available, 
imposing a penalty for wilful obstruction. 

In June 2010, the Sierra Leone Broadcasting Corporation (SLBC) was officially 
launched as the independent national broadcaster and the two major political parties 
relinquished control of their radio stations, allowing for incorporation into the SLBC. 
Numerous independent newspapers circulate freely, and there are dozens of public 
and private radio and television outlets. In general, international and national 
observers deemed the 2012 presidential and parliamentary elections free and fair. 
NGOs and civil society groups generally operate freely, though there have been 
instances of threats and restrictions regarding their operations and activities (Brima & 
Edwin, 2015).

However, there have been instances where political and civil freedoms have been 
threatened or curtailed. In 2012, the Human Rights Commission of Sierra Leone 
initiated investigations into allegations of police brutality following a protest by 
workers at AML, finding the police at fault for overreacting and using inappropriate 
force to quell the protests. Also in 2012, AML was found to have forced the removal of 
hundreds of families from their profitable agricultural lands to a flat, arid area in 
Tonkolili, greatly reducing their prospects for income generation (Human Rights 
Watch, 2014, p25). Such limits on civil and political freedoms have been recognised 
internationally, with the Freedom House ranking Sierra Leone 3 out of 7 (seven being 
most free) in 2013.  

Question background
A functioning justice system that is able to interpret and uphold the law without bias is 
essential for maintaining stability and resolving disputes that may arise between 
individuals, companies and the state. Citizens who have disputes should be able to 
access the justice system with relative ease and expect a fair adjudication of their 
claims. 

The judiciary is established as an independent third organ of government in Sierra 
Leone, however in reality, the justice system is characterised by problems of 
transparency, corruption, access, and equity. In attempting to access the justice 
system, Sierra Leoneans will invariably come up against barriers including cost, delays,  

Reform Priority: Medium

2.4.2 Justice system. Is the justice system effective?

Reform Priority: High
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formality of procedures, language, and low levels of legal literacy and understanding. 
Despite a legal aid facility now being available, resources are finite, and so cost 
continues to be the main barrier to access. Court fees, for example, remain one of the 
only sources of revenue left to chiefdoms, thereby incentivising chiefs and local court 
members to charge excessive fees and levy large fines. Transportation adds a further 
cost, particularly given that there is an expectation that parties to a case will pay for the 
transport of witnesses or police. For those living in rural and remote communities, the 
cost of transport makes it virtually impossible to access the courts. According to civil 
society representatives, all of these barriers are currently preventing affected 
communities from bringing their grievances to court. 

Assuming people are able to overcome the financial hurdles involved with seeking 
justice, they are then likely to confront significant delays, inefficiencies, and a lack of 
legal competence on the part of both lawyers and the judiciary. These supply-side 
barriers are largely the product of massive staff shortages, poor conditions of service, a 
lack of adequate legal training, infrastructure and logistical constraints. Delays and 
associated opportunity costs are likely to be particularly discouraging for more 
vulnerable people. A further challenge is the perception of bias and corruption in the 
justice system. In one study, 80 per cent of people surveyed believed there were two 
interpretations of the law - one for the rich and another for the poor (Dale, 2008, p10). 
Finally, the judiciary is perceived to be unduly influenced by partisan politics as a 
consequence of the law fusing the position of Minister of Justice and Attorney General 
(Brima, 2015). 
 
Despite the various barriers, citizens have successfully sought recourse for the negative 
impacts of extraction. Following community protests against blasting by Koidu 
Holdings Limited (KHL), a subsidiary of OCTEA, in 2007 that resulted in fatalities, the 
government established a commission led by the attorney general. The investigation 
found in favour of the community, the police having been guilty of acting in an 
‘indiscriminate, disproportionate, and reckless way’, and KHL having contravened its 
obligation to relocate affected people. Companies have also resolved disputes through 
Sierra Leonean courts. A notable example was when Thunderball Limited took the 
government to court over an issue of illegal revocation of licence, the MMMR having 
reissued the same license to Boroma Limited, another subsidiary of OCTEA. The court 
granted Thunderball's application for an injunction; although a settlement agreement 
was subsequently resolved out of court. 

Communities and companies remain willing to seek justice in relation to mining 
issues, and, in some instances, a balanced and effective resolution has been delivered 
as a result. However, ultimately, issues of access, quality, and perceived bias remain 
profound barriers to accessing justice. Often it is the most vulnerable that suffer as a 
consequence, but poor confidence in the justice system is also undermining the state’s 
capacity to attract ‘big players’ in the sector to invest in the country.
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Question background
Geological data can be an extremely valuable asset to a government. Comprehensive 
and accurate information can increase the attractiveness of licence areas to potential 
investors, thereby enhancing competition for licences and improving a government’s 
negotiating position. It also allows for a more well-informed and proactive strategy on 
the exploitation of the country’s minerals rather than one that is merely based on 
reacting to companies’ advances. 

3.1.1 Quantity and quality of government geological data. Is government 
geological data comprehensive and accurate?

3.1      GEOLOGICAL INFORMATION MANAGEMENT

Discussions with NMA officials indicate that the Government’s geological data is 
currently of low quality (SLESB Interview 21, 2015).The state of this data is  relatively 
unknown given the vast but chaotic archive of geological information passed to the 
Geological Survey Directorate in the NMA by its predecessor department in the 
MMMR. The Directorate is currently undertaking a systematic analysis of its holding 
of geological data, organising the MMMR archive and comparing it to the new 
information being produced by government initiatives and submitted by companies 
(SLESB Interview 20, 2015). 

With government geological capacity having experienced a long period of decline 
before the establishment of the NMA, most data currently available to the Government 
is from companies (SLESB Interview 20, 2015). Early results of the NMA’s analysis, 
indicates that much of this data has been submitted by companies which have 
subsequently taken out mining leases in the same area. Therefore this data has limited 
value for potential investors. To compound this problem, there are currently very few 
companies undertaking significant exploration activities (possible reasons for which 
are discussed throughout this precept). Therefore, though an increasing amount of 
geological data is being collected through government-led geological surveys (see 
Q3.1.2), existing data suffers from large gaps in coverage. 

PRECEPT 3: EXPLORATION AND LICENCE ALLOCATION

Governments should strengthen their negotiating position and improve their 
decision-making by building and maintaining a thorough understanding of their 
country’s resource base. They should secure property rights, decide where exploration 
and/or mining should take place – bearing in mind environmental and other potential 
impacts of extraction – and choose an appropriate method for allocating licenses.

Reform Priority: High
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Question background
The successful development of geological knowledge of a country relies on a 
coordinated approach between a government and companies. Data collected from 
geological and geophysical surveys conducted or contracted by a government tends to 
cover large areas but only indicate the potential for mineral deposits. Companies are 
then needed to undertake more detailed work in these potentially mineralised areas, 
adding value to the initial government survey by either proving or disproving the 
existence of these deposits. 

There are a number of methods through which a government is able to increase the 
amount of geological information that is produced by the companies. Work 
programmes, which require the provision of a certain amount or type of geological 
data, can be stipulated as a licence requirement or used as a bidding variable. The 
granting or renewal of exploration rights can also be timed or structured to improve 
availability of geological information. Strategic sequencing could result in the 
availability of an increasing amount of information as licensing rounds progress, 
whilst renewing licences for only a proportion of the original licence area increases the 
incentive for rigorous but efficient collection of geological data. However these 
methods can have trade-offs. For example, requiring companies to adhere to a work 
programme may result in less rent available for taxation as the project matures, and 
areas discarded by explorers may attract little further interest.

An increasing amount of geological data is being collected through government-led 
geological surveys. A recent World Bank-sponsored survey significantly increased the 
amount of quality geochemical data available to the Government, and the NMA hopes 
to receive donor support to address the lack of comprehensive geophysical data, 
which would be a ‘game changer’ for the amount of geological information on Sierra 
Leone (SLESB Interview 20, 2015). 

With work programmes included in licence requirements (GOSL, 2010, S.70(g)), and 
the renewal of exploration licences structured to incentivise exploration activity1, it 
appears that the Government is also employing methods to maximise the availability 
of geological information from companies. However, although work programmes are 
increasingly being rejected for not being sufficiently ambitious, minimum 
expenditure requirements2 are acknowledged to be too low to ensure that a useful 
amount of exploration always takes place (SLESB Interview 21, 2015). Moreover, 
though companies are now engaged when their reports suggest that adherence to the 
work programme has been poor, given the constraints noted in Q3.2.3, monitoring 
visits cannot be made to all licence areas on a regular basis. The renewal structure 
may also have less impact on the availability of geological information than intended.

3.1.2 Methods to maximise geological data. Is the government employing 
methods to increase the availability of geological information?

Reform Priority: Medium

1Exploration licences can be renewed for a further three years, but the area covered by the licence cannot be more 

than half the maximum area allowed for the initial licence (GOSL, 2010, S.76(2)).
2Expenditure of only USD 200 per km² is required in the first year of exploration. A full list is provided in the First 

Schedule of the MMA (GOSL, 2010, Table A4).
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The size of the exploration area is rarely a binding constraint with companies often 
focusing exploration efforts on specific areas from early on (SLESB Interview 20, 
2015). However, perhaps the most detrimental factor to the impact of any method 
employed by the Government to maximise geological information is the prioritisation 
of mining activity noted in Q3.2.1, resulting in cases where requirements around 
exploration have been disregarded once an application for a mining licences has been 
submitted.

Question background
Government access to and use of comprehensive and accurate geological information 
can significantly enhance the country’s position to benefit from its natural resources. 
However, given the nature of the information, very specific technical expertise is 
required to enable this. As a result, the main constraint to governments is often a lack 
of capacity to manage or contract geological surveys, analyse geological data and 
coordinate with exploration companies. Another important component of the effective 
management of geological data is to ensure that this information is available to key 
stakeholders. Geological data is key to understanding the commercial viability of the 
sector. Therefore, though a government should seek to own as much data as possible, 
the data should also be accessible to potential investors. This information should also 
be shared with other government entities in order to inform licence allocation 
decisions and improve wider governance of the sector. 

The establishment of the NMA has resulted in significant improvements to the 
Government’s geological capacity after its predecessor department in the MMMR 
suffered from years of neglect. The competitive salary that the NMA  offers (Public 
Sector Reform Unit, 2014, p.9) has attracted qualified individuals  who have then been 
able to benefit from capacity building support (e.g. from the AfDB) (SLESB Interview 
20, 2015). The GIMS project, which will be linked to MCAS and enables the 
Government to systematically assess what data it has making it easier to target grey 
areas, is complete. Examples of this increased capacity include the recent management 
of the geochemical study, and the engagement and challenge of companies that are 
assessed to have provided inaccurate geological data. Nevertheless, the Directorate’s 
activities continue to face capacity constraints. In addition to having relatively few 
geologists, the MFR of the MMMR notes that the Directorate also suffers from ‘limited 
logistical support’ (Public Sector Reform Unit, 2014, p.10). As a result of these 
constraints and the amount of work required to assess data collected before the NMA’s 
inception, the Directorate has to triage. For example, geological data submitted by 
companies that are already mining often does not get assessed (SLESB Interview 20, 
2015).

The NMA provides geological information to other government entities on request. 
This information is also available to the public on request in either digital or hard form 
for a relatively small fee3. However, while companies are required by law to submit any 
geological data they collect during their exploration and production activities to the 

3.1.3 Managing the geological data. Does the government collect, store 
and analyse technical data appropriately?

Reform Priority: Medium



43

A licence applicant must provide a planned programme of exploration covering the 
licence period (GOSL, 2010, S.70(g)). Once submitted it is assessed by the Director of 
Geological Survey to ensure it meets the standards as set out in the MMA Regulations 
(GoSL, 2009, Annex E1), and then if accepted it becomes a licence requirement. 
Biannual reports are required for government monitoring of compliance with this 
programme, with a separate annual report providing the geological information that 
has been acquired in the process (GOSL, 2010, S.78(1)(k)-(l)). However, as noted in 
Q3.1.2, minimum expenditure requirements are acknowledged to be too low to ensure 
that a useful amount of exploration always takes place (SLESB Interview 21, 2015). 
Moreover, capacity constraints prevent monitoring visits being made to all licence 
areas on a regular basis.  Perhaps, the most critical concern is that even when a 
company is found to not adhere to its work programme, the licence is often not 
relinquished. Since its inception in 2013, the NMA has identified 113 licences that 
should be cancelled, many for the consistent failure of the licence holder to adhere to 
its work programme, but only 28 licences have been cancelled (SLESB Interview 20, 
2015). The reason(s) for this inaction is not clear. Establishing the nature of these 
obstacles to effective enforcement of work programmes and removing them must now 
be an even greater priority given that the continuing poor price outlook for most 
commodities may increase the number of work programme breaches.

3.1.4 Enforcement of Work programmes. Does the government enforce 
work programmes?

Government (see for example GOSL (2010, S.115(2)(b))), consistent with international 
best practice, the Government does not own this information until the company is no 
longer operational in the concession that it refers to. Therefore, information collected 
by companies is treated as confidential and cannot be released to the public until after 
the company relinquishes the licence (or it is cancelled) (GOSL, 2010, S.48(1)). 

Question background
Work programmes can be stipulated as a licence requirement or used as a bidding 
variable. These set out a minimum level of activity and expenditure obligations that the 
licence-holder commits to undertaking. Failure to adhere to these requirements can 
lead to the licence being revoked and, in some cases, payment of the amount of the 
expenditure obligation that the uncompleted work accounts for.

Reform Priority: High

2Set out in the Finance Act 2015 (GOSL, 2014a, S.22)
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Question background
There is no one-size-fits-all approach to setting objectives for managing a country’s 
non-renewable extractive resources. The objectives should depend on the particular 
characteristics of the country and its needs. A government’s objective in relation to 
licence allocation and the resulting pace of licensing should depend on a number of 
factors including the quantity and quality of its geological information, its institutional 
capacity and its revenue needs. It is likely that a government will have a number of 
objectives, e.g. more comprehensive geological data and increased revenues. However, 
not all of these objectives can be met, as some conflict with each  another. A clear 
identification of which objectives are most important is therefore crucial to designing 
an optimal licence allocation approach to achieve these.

As noted in Q1.1, there is currently no overarching strategy to guide decision-making 
across the mining sector, and this includes for the allocation of licences. However, the 
AfP highlights the importance of a rapid expansion in mining activities, and in 
particular iron ore activity, for financing its ambitious development plans (GOSL, 
2013a). While the lack of a strategy means that there is limited guidance on whether 
this objective should be prioritised over others, pursuit of it can be seen clearly in 
practice with exploration activities having been shown to be of secondary importance. 
Large-scale licences have been granted without applicants having undertaken 
sufficient exploration of the area (SLESB Interview 21, 2015). Whether other eligibility 
criteria set out in the MMA are always met is also doubtful (this is discussed more fully 
in Q3.3.3). 

This push to attract investors and maximise mining activity has clear rationale. With 
extractive industry revenues contributing 21 per cent of the domestic revenue 
collected by central government between 2012 and 2014, Sierra Leone is relying 
heavily on the extractive industries to finance immediate developmental needs. 
Moreover, because government spending, and in particular non-discretionary 
spending such as public sector salaries, has increased significantly in recent years in 
anticipation of increased revenues from the extractive industries, budgetary pressure 
to secure these revenues is now even greater. Nevertheless, exploration and the 
resulting geological information provide a much-needed avenue for the strengthening 
of the Government’s negotiating position and the award of licences to low quality 
companies of questionable reputation may weaken longer term revenue prospects 
(M’cleod (2012, p.488)). These issues have been acknowledged by government 
officials (SLESB Interview 23, 2015). Indeed, the revised Core Minerals Policy, which 
is nearing completion, is intended to provide the basis for a longer term approach to 
the allocation of licences. 

3.2.1 Objectives and pace of licence allocation. Is the government’s 
objective in relation to licence allocation and the resulting pace of 
licensing appropriate for Sierra Leone? 

Reform Priority: Medium

3.2      DECIDING TO EXTRACT 
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The MMA reaffirms the state’s right of ownership and control of all minerals within its 
national borders regardless of land ownership (GOSL, 2010, S.2(1)), and provides for 
the granting of rights for their exploration, exploitation and disposal. Holders of 
mineral licences have the exclusive right to carry out their operations in the licence 
area4, and this cannot be overridden by the granting of other minerals rights. The 
granting of mineral rights does not affect existing ownership of surface land5. However, 
the interaction between mineral rights and the rights of landowners (and lawful 
occupiers of the land) lacks clarity. This results in part from the legislation itself. While 
applicants for artisanal and small-scale mining licences must supply proof of consent 
to use the land, applicants for large-scale mining licences are only required to provide 
evidence of consultation (GOSL, 2010, S.106(2)(l)), and it is only once a large-scale 
mining licence is granted that a surface rent fee has to be agreed with the local 
community, with an agreement imposed by the Minister of Mines and Mineral 
Resources if one is not concluded. (GOSL 2010, S.34). Recent reports suggest that in 
practice, the role that Paramount Chiefs play in land-use decisions is also a significant 
problem. While land is owned by families and communities, long-standing laws 
provide for it to be held in trust by Paramount Chiefs. Although there are exceptions, it 
appears this distinction is being blurred as ‘chiefs increasingly act as if they hold title 
to the surface of the land’ (Human Rights Watch, 2014, p. 22) making land-use 
decisions, including the lease of land, ‘without fully consulting with local residents or 
gaining their consent’ (ibid).  

Question background
The prioritisation of certain objectives or questionable influences during the licensing 
process may lead to governments failing to respect the property rights of existing land 
users, which may refer to the right to live or farm in the area or even undertake other 
mining activity. The establishment of property rights under national law for both the 
resources to be extracted and the surface resources, such as pasture land and water, in 
areas to be opened for mining activity, can reduce the risk of this outcome. In most 
countries, subsurface rights take precedence over surface rights (Stanley and 
Mikhaylova, 2011, p. 2). In these cases, subsurface rights and access to explore and 
extract a mineral resource are granted to a third party by the state for a specified 
period of time. The subsurface rights holder will then usually have the responsibility of 
negotiating rights to access the property with the surface land owner(s), which, in 
theory, provides the means for the surface land owner(s) to set out compensation 
requirements or withhold consent. However, legislated property rights may in practice 
only offer limited protection to parties with little political or economic capital, and who 
are then unable to ensure that these rights are upheld without well-designed and 
functioning legal procedures for parties to defend their claims. These legal procedures 
should be such that disputes, whether over mineral rights or resources used in 
extractives operations, such as land and water are concluded, rather than perpetually 
cycling through the legal system.

3.2.2 Respect of Property rights. Are existing property rights, 
customary or otherwise, to land and other natural assets respected?

Reform Priority: High

4With the exception of reconnaissance licences. 
5The Minister of Mines and Mineral Resources can compulsorily acquire private land for the use of large-scale 

mining (GOSL, 2010, S.36).
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It therefore appears questionable whether the rights of landowners and other land 
users are sufficiently protected. The protection of artisanal mining rights has also been 
shown to be weak, with artisanal miners complaining of industrial rights being granted 
for land on which they already have a licence (Wilson, 2013, p. 260). This problem does 
appear to be partly a result of weak capacity and coordination within the Government, 
with applications for the industrial and artisanal rights being processed by different 
Mining Cadastre Offices operating in silos. Nevertheless, as an NMA official pointed 
out, the areas in which there is a prevalence of artisanal mining activity are well known 
yet industrial rights are granted anyway (SLESB Interview 21, 2015). The overriding of 
artisanal mining rights has therefore been acknowledged to be more a result of the 
pressure to maximise industrial activity. 

This overriding objective is also reflected in the resolution of these disputes. The MMA 
provides for the Government to act as the arbitrator in disputes, but an affected party 
can also take the issue to the High Court (GOSL, 2010, S.175). However, neither of 
these mechanisms are regarded as providing an effective means of resolving disputes. 
Officials acknowledge that the NMA, which is frequently, the government institution   
notified of these disputes, is often incapable of finding a resolution (SLESB Interview 
21, 2015). First, pressure to favour industrial licence holders means that the NMA is 
sometimes constrained in its ability to enforce the correct reading of the law, with 
industrial rights being given primacy over artisanal mining rights even if it is the latter 
that is being infringed. Second, the lack of guidance provided by the MMA with regards 
to the interaction of mineral rights and rights of other land users means that reaching 
a resolution often requires the two parties finding an amicable solution with the NMA 
facilitating the discussion. Disputes have been successfully resolved through these 
means, but this is not always the case (SLESB Interview 21, 2015). Consequently, a 
number of disputes have been taken to the High Court. However, as discussed in 
Q2.4.2, while there are exceptions, the poor state of the Sierra Leone legal system 
means that the outcome tends to be no more conclusive. Indeed, a judgement is yet to 
be made by the High Court in a dispute over overlapping licence areas which was 
brought to the NMA in 2013 (SLESB Interview 21, 2015).

Question background
Competitive bidding for licences should secure greater value for the country and can 
help overcome information deficits that governments may have relative to 
international companies. With little competition for licences, potential licensees have 
more bargaining power vis-à-vis a government than they would have and are thus able 
to win more concessions from a government. Auctions or bidding rounds are also more 
transparent than direct negotiations, helping to mitigate the risk of inappropriate 
companies or individuals receiving exploration and extraction rights. However, where 
there is insufficient competition, competitive bidding is not necessarily the best 
solution and a government should use a licensing round with strict a eligibility criteria 
instead (considered in Q3.3.3). As a rule, most countries allocate petroleum licences 
using a competitive process and allocate mining licences on a first-come, first-served 
basis (Ortega Girones et al., 2009, p. 32). This is largely a result of the basic features of 
mineral and petroleum geology, which translate to differing methodologies and 
capacity to evaluate the economic potential of exploration rights. 

3.3.1 Rights allocation method. Does the government use an 
appropriate allocation method to allocate rights?

3.3      CHOOSING COMPANIES 
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While there have been notable exceptions6, there is limited geological information 
available on the majority of Sierra Leone’s mineral deposits, and, as a result, low 
interest from potential investors (SLESB Interview 21, 2015). Therefore, in this 
context, it is possible that the allocation of licences through competitive processes 
would not achieve the intended benefits. Applications are therefore currently 
considered and granted on a first-come-first-serve basis (GOSL, 2010, S.27), with the 
Government predominantly depending on licence holders to establish basic 
information on the quantity and quality of mineral deposits (SLESB Interview 20, 
2015). Applicants do have to meet certain eligibility criteria, but as noted in Q3.3.3, 
this does not appear to always happen in practice.

Question background
The identity of the real owners – the ‘beneficial owners’ – of the companies that hold 
mining licences is often unknown. Companies operating in the host country are often 
part of complex chains of corporate entities that span the globe, enabling the ultimate 
beneficiaries of their activities to remain hidden. This opacity can contribute to 
corruption. If public officials that make decisions regarding licence allocation also 
have private interests in the sector, allocation decision may be made on the basis of the 
official’s, rather than the country’s, interests. A lack of information on beneficial 
ownership can also provide opportunities for tax evasion. Transactions believed by a 
government to be carried out between unrelated parties, and therefore on an arm’s 
length basis, may actually be being carried out between related parties in a way that 
erodes the country’s tax base. A government should require companies to disclose 
their beneficial ownership structure. However, given the existence of tax havens, 
which have minimal disclosure requirements, verifying this information, even when 
provided, is difficult. Public officials should therefore also be required to identify any 
interests they hold, to at least reduce opportunities for corruption. 

Applicants for mineral rights are mandated to name all owners of at least 5 per cent of 
their issued share capital (GOSL, 2010, S.105(2)(a). Members of the MAB are required 
to disclosure any relevant interests in licence applicants, and are prevented from 
participating in decisions or deliberations pertaining to that interest (GOSL, 2010, 
S.15(1)). Public officials are prevented from owning shares in any mining companies 
operating in Sierra Leone (GOSL, 2010, S.19), with any digression from these rules 
identified in the declaration of income, assets and liabilities that the ACC 2008 

Reform Priority: Medium

3.3.2 Beneficial Ownership Disclosure. Is there an effective requirement 
for companies to declare their beneficial owners and for 
decision-making officials within the extractives sectors to disclose 
private interests in mining companies or projects?

Reform Priority: Medium

6The Government had a significant amount of geological information on the licence areas granted to LMC and SRL 

given that they were brownfield sites at the time (Keili, 2015b).
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Question background
A government should pre-qualify bidding companies or require applicants to meet 
certain eligibility criteria to ensure that potential licence holders have sufficient 
technical and financial capacity to execute a resource development program. Efforts 
should also be made not to grant licences to companies that have a record of 
non-compliance in other countries, or are managed by individuals with questionable 
reputations. 

Question background
As noted in Q3.2.1, companies have to satisfy a number of eligibility criteria before 
their application for a new or existing right is submitted for further consideration. For 
example, an applicant for a large-scale licence has to demonstrate the viability of its 
business model and to undertake a full geological evaluation of the proposed mining 
area.  (GOSL, 2010, S.58(4)). Notwithstanding these requirements, there have been 
successful applications which, for example, have failed to show that sufficient 
exploration has taken place (SLESB Interview 21, 2015), and there is ample evidence to 
suggest that other applications  should not have been judged eligible. The most obvious 

3.3.3 Pre-qualification of licence applicants. Does the government follow 
a pre-qualification process or apply eligibility criteria to ensure that 
companies have demonstrable financial and technical capacity, the 
experience to fulfil licence obligations efficiently and safely, and are 
likely to follow the government’s rules?

requires from all public officials on an annual basis, and when leaving office (GOSL, 
2008a, S.119).

Despite these rules and requirements, significant doubts remain about their efficacy. 
The complex corporate structures that many of the Sierra Leone-registered companies 
are part of, with parent companies often registered in tax havens (see for example 
Diekmann (2011, p. 11)), mean that requiring companies to only name their immediate 
shareholders may not provide any indication of the ultimate beneficiary. These 
complex structures also imply that declarations made by public officers need 
considerable scrutiny, yet the Anti-Corruption Commission tends to take these at face 
value (SLESB Interview 21, 2015). Existing requirements also fail to cover the relatives 
of public officers, a significant failing given the perception that relatives of the 
Executive and other senior government officials are often involved in these companies 
(see for example Independent Observer (2014)).

The weakness of these monitoring arrangements heightens the importance of only 
granting licences to reputable companies, which, preferably, are publicly listed on 
established stock exchanges that require the global application of host-country 
anti-corruption laws (Weise, 2015). However, juxtaposed against this ideal, there is a 
growing body of literature that shows a positive relationship between FDI inflows and 
similarity between host- and home-country governance institutions, as exemplified by 
the current trend in Chinese FDI in Africa (see for example Roxburgh et al (2010)). 

Reform Priority: High
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examples of the latter are AML and LMC, which were both recently placed under 
administration. Neither of these companies had undertaken any mining projects 
before entering Sierra Leone, and subsequently proved to lack the financial resilience 
to withstand falling iron ore prices, the impact of which is believed to have been 
compounded, in the case of AML, by mismanagement (Riseborough and Bieshuevel, 
2015). This problem also pervades the allocation of other types of licence. Since its 
inception in 2013, the NMA has identified 113 licence holders that should have their 
licences cancelled for consistent failure to make required payments and adhere to their 
work programmes (SLESB Interview 20, 2015).

Selection errors are partly a consequence of low government capacity to undertake 
sufficient due diligence on licence applicants. However, the push to attract investors 
and maximise mining activity in order to finance immediate developmental needs 
(SLESB Interview 20, 2015) is believed to have also had a significant role in some of 
these. 

Question background
A government should resist pressure from companies to enter into negotiations and 
aim to standardise government practice in the industry by requiring companies to 
adhere to a model agreement. Negotiations can reduce transparency and oversight in 
the setting of terms of a licence, often allowing public officials excessive discretion. 
Moreover, the significant difference in negotiating capacity that often exists between 
governments and companies means that, even when approached appropriately, 
negotiations can result in  a government failing to reach a reasonable deal. A model 
contract can still be useful even if negotiations do take place, offering guidelines on 
what to aim for in these and limiting the discretion of the negotiators.  

All existing large-scale projects in Sierra Leone are operating under a negotiated MLA 
which contains different terms to that set out in general legislation (though three of 
these MLAs have been renegotiated resulting in more favourable terms for the 
Government). While non-fiscal terms in recent MLAs are mainly consistent with 
general legislation, the fiscal regime appears to continue to be relatively negotiable.

The MNT negotiates (or renegotiates) a MLA with the licence holder. It is then 
submitted to the President for his approval before ratification by Parliament. However, 
given that existing legislation does not explicitly provide for the making of these 
agreements7, this process, including the formation, composition and operations of the 
MNT, is not set out in any official document. 

3.3.4 Limited negotiable terms. Does the government have a model 
agreement and resist further negotiations?

Reform Priority: Medium

7Though the IMF does note that there is possibly sufficient ambiguity in the MMA and ITA for Parliament to ratify 

these (IMF, 2011, p. 15).
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A recently developed Model Mining Lease Agreement appears to have limited the 
negotiability of terms, though it is yet to be fully tested as no new negotiation has been 
concluded since it was finalised. Moreover, the MNT, though led by the Office of the 
President, has shown recent signs of increased independence (SLESB Interview 22, 
2015). In contrast, there is little evidence of any real debate or push back from 
Parliament once the President has approved an agreement. 

Question background
To enable effective management and monitoring of the recipients of licences, a 
government should maintain an accurate and comprehensive cadastre system. 

The NMA, supported by the Revenue Development Foundation (RDF), maintains an 
accurate cadastre system. The Mining Cadastre Administration System (MCAS), set up 
in 2009, has transformed the Government’s capacity to organise and use licensing 
information, containing almost all the information that Government holds on every 
pending and awarded licence, including spatial data, beneficial ownership (but limited 
to immediate shareholders), production and export performance and payment 
records. The majority of this information is published on the GoSL Online Repository 
(discussed in more detail in Q2.1.5).

The MCAS not only acts as a register of mineral rights but also as a programme for 
managing many of the NMA’s responsibilities, resulting in significant improvements in 
the regulation of the mining sector (SLESB Interview 21, 2015). All documents relevant 
to a licence application have to be uploaded on to MCAS before the document for the 
consideration of the MAB can be printed, reducing the scope for abuse (though this 
does not guarantee that these documents contain the appropriate information). Due 
and outstanding licence payments, and the submission of some documents such as 
companies’ annual reports, can also be monitored on MCAS. Further improvements to 
the system are still being developed, such as the ability to access MCAS on handsets to 
improve information availability in regional offices and on field visits.
 

3.3.5 Management of licence information. Does a government agency 
maintain an accurate cadastre system?

Reform Priority: Low
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The amount of information available to the public has increased tremendously in 
recent years. Legislation and all signed MLAs are available on government websites. 
The GoSL Online Repository provides the names and licence information of all 
companies operating in the country, and will soon provide information on beneficial 
ownership. However, there continues to be limited information available on some of 
the allocation procedures.

Table 3.1 

3.3.6 Disclosure of the licence allocation process. Does the government 
disclose key information on the licence allocation process including 
allocation procedures, contracts awarded including fiscal terms, 
beneficial ownership of all licence holders, and agreed work 
programmes?

Question background
The availability of information relating to the allocation of licences in the extractive 
sector and the transparency of subsequent agreements is crucial for enabling the 
public and their intermediaries to hold governments and companies to account. 
Similar to the argument made for transparency and accountability elsewhere in this 
report, this oversight can encourage the agreement of better deals with more capable 
companies. 

Reform Priority: Medium

Item Transparency Quality Explanation

Legislation concerning Good Good This is available from the  
licence/rights allocation   Government Bookshop 
and on     a number of government  
   websites

Standard procedures Fair Fair Application procedures  
concerning licence/   are provided in publically 
rights allocation    available legislation and 
regulations, but there is    little information on   
   allocation.

Basic terms within a Fair Fair Legislation sets out   
contract (such as in a   contract terms, but the 
model contract,     model contract) which   
yet publically   consolidates these, is not   
   available.

Variable terms within Poor Poor No terms are officially  
contract   variable, though almost   

   all of them have proved to  
   be in practice. There is   
   little information avail-
   able on the negotiation   
   process.
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Item Transparency Quality Explanation

 Signed contracts  Good Good These are available on the  
   NMA and MMMR   
   websites (and on    
   ResourceContracts.org).
 
Agreed work Fair Fair These are available in hard  
programmes    copy from the NMA on   

   request. There are plans to  
   make them available   
   online in the future.

Contact details of Good Fair These are available on the 
licence holders    GoSL Online Repository,  
   but have often been found  
   to be out-of-date.

Beneficial ownership Fair Fair This is available from the  
of licence holders    NMA on request and will  
   soon be published on the  
   GoSL Online Repository,  

   but it only covers details of  
   immediate shareholders.

Geographical details of Good Good These are provided on the  
licences awarded    GoSL Online Repository.

Geological details of Fair Fair These are provided in 
licence area, including    company documentation,  
reserves   but the government does  
   not yet have the capacity  
   to verify the data.

Details of licence sale Poor Poor This information is not   
and changes of   available. 
ownership
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PRECEPT 4: TAXATION

Tax regimes and contractual terms should enable the government to realise the full value of its resources, while remaining attractive to 
investors.  The tax regime should be simple but flexible: able to adapt to changing circumstances such as rising and falling commodity 
prices. It is necessary to have effective and competent tax institutions to enforce this regime, as well as transparent and uniform rules.

Table 4.1. The Fiscal regime for the large-scale mining sector: General legislation against the mining lease agreements

  General  Changes with African Koidu London  Sierra Sierra Tonguma
 Legislation the Extractive Minerals Holdings Company Minerals Rutile Limited  
  Industries  Limited Limited  Limited  Holding 2002 2012
  Revenue Bill  2010 2010 2012 Limited (& 2004  
      2012 Amend-
       ment)  

Lease USD  As in law USD  As in law As in law USD 400 in As in law
Rent 500,000 -   200,000 in   1989 & 
    2011 & adjusted   adjusted 
    annually    annually
    by 3%   by 5% 
    
Royalty Precious - As in law Precious stones As in law As in law 0.5% through Precious  
 stones (Inc.     – (excl.   2014; 3.5/4% stones –
 special stones) –    special stones)   from 2015  (excl. special 
 6.5%;  Precious   – 6.5%;    stones) 
 metals  – 5%;   Special    – 6.5%
 Other– 8%     stones    Special
 minerals       stones – 8%  
 – 3%          
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  General  Changes with African Koidu London  Sierra Sierra Tonguma
 Legislation the Extractive Minerals Holdings Company Minerals Rutile Limited  
  Industries  Limited Limited  Limited  Holding 2002 2012
  Revenue Bill  2010 2010 2012 Limited (& 2004  
      2012 Amend-
       ment)  

Turn 3.5% if 3% if CIT is Exempt Exempt Exempt Exempt 0.5% Exempt   
over chargeable not payable     through 
Tax income is below (and no     2014; 3.5% 
 7% of turnover  acceptable     from 2015
 (and no accep- audited
 table audited account 
 account is  is submitted)
 submitted)

Con- Residents – - Exempt As in law Yrs. 1-6 Exempt Exempt Yrs. 1-7 – 5%; 
tractor  5%; Non-    – 5%;    As in law
With- residents –    Yrs. 7-10   thereafter
holding 10%    – 10%; 
Tax      As in law
(CWT)           thereafter

Divid- 10% - 5% As in law Yrs. 1-6 – 5%; Exempt Exempt Yrs. 1-7 of
end     Yrs. 7-10 –  through 2014; production  
With-     10%;  10% from – 5%; As in 
holding     As in law  2015 law   
Tax      thereafter   thereafter 
(DWT)    
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  General  Changes with African Koidu London  Sierra Sierra Tonguma
 Legislation the Extractive Minerals Holdings Company Minerals Rutile Limited  
  Industries  Limited Limited  Limited  Holding 2002 2012
  Revenue Bill  2010 2010 2012 Limited (& 2004  
      2012 Amend-
       ment)  

Interest 15% - Exempt As in law Yrs. 1-6 Exempt Exempt As in law  
With-     – 5%; Yrs.  through
holding      7-10 – 10%;   2014; 10%
Tax     As in law  from 2015 
(IWT)     thereafter

Man- Residents - 5% Exempt Yrs. 1-6 Exempt 10% Yrs. 1-7 – 5%;
age – 5%;    – 5%; Yrs.    As in law 
ment  Non-    7-10 – 10%;    thereafter 
Fees residents    As in law 
With – 10%    thereafter
holding 
Tax 
(MWT)

Duties Variable - Exempt 5% or as in Yrs. 1-8 – As in law Exempt  5% or as  in 
& rates but    law if lower 1%; Yrs. 9-10  through law if lower
Taxes  minimum    – 2.5%;  2014; 5%  
on of 5%     As in law   from 2015
Capital     thereafter 
Imports    
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7

  General  Changes with African Koidu London  Sierra Sierra Tonguma
 Legislation the Extractive Minerals Holdings Company Minerals Rutile Limited  
  Industries  Limited Limited  Limited  Holding 2002 2012
  Revenue Bill  2010 2010 2012 Limited (& 2004  
      2012 Amend-
       ment)  

Duties Variable - Exempt 5% or as in Yrs. 1-5 – As in law Exempt As in law  
and rates but    law if lower 20% of   through 
Taxes minimum    prevailing  2014; 5% 
on  duty of 5%    rate; As in  from 2015  
Other & GST of      law 
Imports 15%    thereafter

Surface Not specified -                              Not specified Not specified Not specified  Not specified Not specified Not specified  
Rent – to be agreed  – agreed by – agreed by – agreed by – agreed by – agreed by – agreed by 
 between  mutual mutual mutual mutual mutual mutual 
 company and   consent consent consent consent consent consent   
 landowners

Com- 0.1% of gross - As in law 0.25% 1% 1% 0.1% 0.25%
mu revenue
nity 
Deve-
lop
ment 
Fund    
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Question background
The government share of income is defined as the average effective tax rate (AETR). 
AETR is the proportion of the net present value of profits made by the project before 
tax that is taken by a government, including all fiscal shares from royalties, corporate 
income tax, production sharing, additional profit tax if applicable, and state 
participation. According to cross-country studies, a government share ranging from 40 
to 60 per cent for mining are reasonable benchmarks of good performance for a tax 
regime (IMF, 2012a, p. 7). While a lower government share may be appropriate for 
projects with very high risks and/or extraction costs, passing these benchmarks 
generally provides the first indication that the country has a reasonable deal. Whether 
the mix of tax instruments is suited to a government’s objectives and whether revenues 
are received in a reasonable time period are other important indicators and are 
assessed in the proceeding questions. None of these indicators however; show whether 
the country has a good deal in other areas of the value chain, such as a project’s 
linkages with the rest of the economy. This is covered in precept 10. 

4.1.1 Reasonable share of return. Do mining fiscal regimes provide the 
government with a reasonable share of income taking account of project extraction 
costs and risk parameters? 

4.1      SETTING TAXES 

As a result of some companies failing to provide the Government with long-term 
project economics in recent years, coupled with the significant changes that the sector 
is undergoing, recent estimates of government take on the basis of the AETR are not 
available. However, while the common perception is that Sierra Leone does  not 
receive a reasonable share of income from large-scale mining as a result of generous 
concessions granted in MLAs8, this belief is not supported by available analysis of their 
de jure tax burden over the project life cycle. An IMF study in 2011 calculated the 
estimated AETR of the existing large-scale mining projects according to the terms 
described in the MLAs and project economics provided at the time (IMF, 2011, p.41). 
As set out in Table 4.2., the non-iron ore projects were actually found to have an AETR 
significantly above the international benchmark. The iron ore projects, on the other 
hand, had AETRs of below 40 per cent, which,  given the large risks, and therefore high 
financing costs, involved in these projects, may or may not be indicative of an 
unreasonable deal for the Government (Weise, 2015). Nevertheless, the LMC fiscal 
regime was subsequently renegotiated resulting in an AETR that, based on information 
at the time, exceeds the benchmark (SLESB Interview 22, 2015).9 SISG and TMC have 
taken over the MLAs of AML and LMC respectively.

Reform Priority: Medium

8For example, the Losing Out report estimated that from the provision of concessional rates of CIT alone, the 

Government would lose USD 131 million in 2014-17 (Curtis, 2014, p. 16).
9The renegotiated LMC regime had an AETR of 49 per cent. 
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Table 4.2. The projected AETR for existing large-scale mining projects 
(IMF, 2011, p.41)

4.1.2 Rent capture vs reliability. Do the mining fiscal regimes respond well to 
fluctuations in prices and costs and imply that the government can capture a high 
proportion of rent, while providing an acceptable stream of revenue in periods of 
low profitability?

Question background
The need to provide extractive companies with an adequate rate of return for them to 
invest means that there are inherent trade-offs that have to be considered in the design 
of a fiscal regime. A government’s objectives and attitude to risk will therefore play a 
large part in shaping the design of a fiscal regime. The Natural Resource Charter 
suggests that a country that relies on income from resource extraction (with, for 
example, extractive industry revenues contributing over 20 per cent of total 
government income) should consider having a fiscal regime that provides a reliable 
flow of revenue throughout a project’s production phase. Typically, a government can 
achieve this reliability by ensuring that the fiscal regime includes at least one of two 
instruments: a royalty and/or a cost limit provision in a production sharing 
arrangement. However, this reduced exposure to risk may come at the cost of 
progressivity and limited rent capture later in the project cycle. Given the nature of the 
sector, a characteristic of a good fiscal regime is the ability to respond to commodity 
price fluctuations, with a government sharing in upside gains while affording the 
investor reasonable protection from low returns. This progressivity is achieved 
through profit and rent taxes, or the production-sharing equivalent. 

While government risk is always a significant consideration in the design of a fiscal 
regime, less attention is often given to investor risk. However, a reduction in risk to 
government returns, for example through high royalty rates, shifts greater risk onto 
the investor and the holders of its debt and equity. This additional risk is likely to result 
in larger financing costs, which could have a significant impact on companies with 
higher debt-equity ratios and make them vulnerable to commodity price shocks. These 
instruments may therefore not actually reduce a government’s exposure to risk as 
intended. 

 AML/SISG KHL LMC/TMC SMHL SRL

AETR 33-35% 59-67% 49%  67-80% 59-83%



60

Reform Priority: Medium

Royalty payments have ensured that the mining sector has been a significant source of 
revenue for the Government in recent years, despite none of the large-scale companies 
reporting profits.10 However, with the exception of the Government’s profit-sharing 
arrangement with KHL (which is unlikely to provide significant benefit anyway11), 
progressivity is limited to CIT which fails to tax rents effectively. Efforts have been 
made to introduce a RRT12 in to general legislation through the EIRB (GOSL, 2013d, 
S.20). However the stalling of the EIRB means it is not yet certain that the RRT will 
become part of the legislated fiscal regime, and stability clauses will make it difficult 
for it to apply to current MLAs (see Q4.1.7).

With extractive industry revenues contributing 21 per cent of the domestic revenue 
collected by central government between 2012 and 2014, Sierra Leone is relying 
heavily on the extractive industries to finance developmental needs. The current 
design of the fiscal regime therefore appears broadly appropriate. However, while the 
crash in the global iron ore price was the catalyst for the ceasing of operations by both 
of Sierra Leone’s iron ore producers in 2014, their significant royalty obligations may 
have contributed to this event by increasing their costs, both directly and through 
higher financing costs resulting from the shifting of risk onto their debt holders 
(Weise, 2015). For these projects, the imposition of significant royalties did not result 
in a reliable flow of revenues and may have actually increased government risk.

This scenario emphasises the importance of only granting licences to high quality 
companies with strong balance sheets, even if it means delaying ambitious 
development plans. Given that SISG and TMC have already taken over the operations 
of AML and LMC and that political and economic pressures may mean that licences 
continue to be granted to less established companies, the Government needs to 
consider how to ensure that these projects are able to operate within the bottom 
quartile of the international industry cost curve. Increasing the companies’ ability to 
do so is arguably the only means by which the Government can be assured of a reliable 
source of revenue (Weise, 2015). One option could be to reduce the royalty rate on iron 
ore, but introduce the RRT. This restructured regime would reduce government 
revenues in the short and medium term, but would increase the Government’s ability 
to capture rents, and may reduce its exposure to risk given the impact of immediate 
payments on financing costs. The Government will have to weigh these potential 
advantages against increasing its reliance on tax instruments that are much more 
difficult to administer than royalties. 

10Royalties contributed 30 per cent of extractives revenues collected by the NRA in 2012-14. 
11The profit in question is ‘subject to prior repayment of all Shareholders’ Claims’, and given the MLA’s broad 

definition of ‘Shareholders’ Claims’, a substantial amount of discretion rests with KHL on the amount of profit the 

Government’s share is based on (GOSL, 2010, Schedule 7).
12A tax surcharge on cash flow, which is only applied when the return made on the investment exceeds the minimum 

reward necessary for capital to be deployed.
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Question background
International best practice suggests that fiscal regimes of extractives projects should 
be based on an increasing average effective tax rate as cash flow improves during a 
project, allowing rapid payback of initial investments and supporting expansion plans. 
However, investors often request that governments with potential or newly discovered 
resources provide further incentives in the form of tax holidays, accelerated recovery 
of capital expenses, or reduced profit tax rates. One reason these incentives are sought 
is to offset country-specific project and political risks and reassure potential creditors 
that debt repayments will take place before significant tax payments. While it has been 
found that the fiscal regime is unlikely to be the most important factor in the 
investment decision, these concessionary components may be necessary to enable 
projects in high-risk environments to attract the required financing. Nevertheless, 
such a regime does result in the deferral of government revenue. Moreover, changing 
circumstances - in particular a reduction in a country’s risk premium, but also higher 
commodities prices or new technology - can result in projects that were once deemed 
too risky or uneconomical becoming feasible without concessions having to be offered. 
Not all resources have to be developed at any given time, and some resources may 
never warrant development. Therefore, concessions should only be granted after 
careful consideration of the opportunity cost, which may be later development of a 
resource, but by a higher quality company and with Improved institutional capacity 
and better governance structures in place. 

4.1.3 Timing of fiscal revenues. Does the fiscal regime provide a reasonable 
expected timeline of revenues avoiding tax holidays, tax incentives and similar 
devices that delay fiscal payments?

Reform Priority: Medium

Consistent with international best practice, the mining fiscal regime is based on 
increasing government revenues as cash flow improves during a project. Capital 
allowances are provided and losses can be carried forward for a specified period with 
companies not being liable for corporate income tax until these have been recouped. 
However, elements of this fiscal regime could be considered excessively concessionary. 
While the ring-fencing of individual mining licences for tax purposes reduces the 
significance of the loss carry forward period, some MLAs provide for a lower rate of 
CIT than that stated in general legislation and the IMF notes that the capital 
allowances expenditure are ‘generous’ relative to book or economic depreciation (IMF, 
2011b, p. 27). Full exemption from import duty for the duration of a project, as 
provided for in the AML MLA, has significant revenue implications and is also difficult 
to justify (IMF, 2011b, p. 26). 

4.1.4  Implications of state participation. Is state participation in 
projects likely to provide sufficient benefits to justify their cost?

Question background
A government may participate more directly in a mining project by taking an equity 
share. This can take several forms, including: (i) paid-up equity on commercial or 
concessional terms; (ii) a carried interest paid for out of production proceeds; (iii) tax 
swapped for equity; and (v) ‘free’ equity. Equity participation is mainly motivated by a 
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desire to share in any upside of a project, but can also be driven by non-fiscal 
objectives, such as more direct control over a project. However, such positions should 
be approached with caution. Even equity that incurs no expenditure on the part of a 
government can result in costs elsewhere, such as off-setting reductions in other taxes 
or increased administrative complexity. Indeed, as the IMF notes, every benefit from 
holding equity can be met by alternative means. For example, upside gains can be 
captured through rent taxes (IMF, 2011b, p. 32). Therefore there is little justification 
for government participation in extractive projects unless it provides for more control 
in a strategically important project and may lead to spill over benefits for the wider 
economy.

Questions around the benefits of state participation notwithstanding, Sierra Leone’s 
record to date of taking positions to gain from participation in mining projects is poor. 
It currently only has one arrangement of this nature with 10 per cent free carried 
interest in African Rail and Port Services (ARPS), the project company which owns and 
manages the rail and port infrastructure of the Tonkolili project. In its current form, 
the likelihood of dividend payments is low. This equity generates little other value for 
the Government. It does not provide for any government influence on the company’s 
decision-making, which is particularly notable given the benefits that diversifying the 
use of this infrastructure would bring. It also does not allow for government 
representation on the company board, which would provide much-needed access to 
information on its operations. However, it should be noted that the Government’s 
entitlement to have representation at senior levels of KHL and SRL is not being fully 
taken advantage of. 

Question background
Setting tax terms within legislation limits the discretionary freedom of officials to 
agree terms with companies. Tax terms in legislation are more likely to be transparent 
and subject to oversight measures than terms set within individual agreements. There 
could be some advantages to negotiating individual agreements for projects which are 
ground-breaking for the sector and therefore have highly uncertain risk profiles and 
limited cash flow flexibility. Nevertheless, capacity, transparency and accountability 
issues mean that this approach may not have the intended outcome in many countries.

There is some debate over whether a certain degree of flexibility is preferable for infant 
industries whose officials have little experience and empirical evidence on which to 
base the fiscal terms for these industries. However, this flexibility should still be 
provided for in legislation. Best practice is to provide a limited set of terms that can be 
negotiated or used for bidding, with a fixed range within each term.  

4.1.5    Accountability vs. flexibility. Is the prevailing fiscal regime set 
within legislation?

Reform Priority: Medium
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Reform Priority: Medium

The legal basis for the existing fiscal regime is provided by the MMA, which 
cross-refers to other legislation, mainly the ITA.13 The EIRB, if passed into law, will 
consolidate this fiscal regime, incorporating the substantive financial provisions in the 
MMA and ITA  and introducing the RRT in to the legislated fiscal regime. The EIRB is 
however currently stalled. Irrespective of these developments, the legislated fiscal 
regime is not uniformly followed. As noted in Q3.3.5, MLAs, which contain more 
concessional fiscal regimes than those set out in general legislation, have been signed 
for all existing large-scale mining projects. These are then given the force of law after 
ratification by Parliament.

Question background
Tax incentives, whether provided for in legislation or not, are a constant source of 
debate and controversy in both developed and developing countries. However, 
irrespective of their merits or otherwise, there is a growing demand for increased 
publication of information on them. Resulting in revenue losses, tax incentives are 
argued to be a form of government expenditure and therefore should be treated as such 
in the national budget. Indeed, as budget items, it is possible to see how tax incentives 
perform very much like classic government expenditure, with good or bad outcomes, 
depending on whether they serve a legitimate public purpose. Scrutiny of these should 
therefore be as robust as for other expenditures.  

4.1.6    Reporting on tax incentives. Is the government mandated to treat tax 
incentives as an expense in the national budget? 

Reform Priority: High

As is the case elsewhere, the provision of tax incentives is one of the most controversial 
issues in natural resource governance in Sierra Leone, and has recently been trailed in 
international media (see for example Provost, 2015). Though the advantages and 
disadvantages of these incentives are not clear-cut, the government is failing to 
monitor or account for these properly. A Revenue Management Bill was drafted in 
2011, which required the Ministry of Finance and Economic Development to submit an 
annual statement to parliament detailing revenue foregone, the beneficiaries and the 
type of tax incentives (Kamara, 2010). However, the Bill did not progress from its 
pre-legislative hearing (SLESB Interview 22, 2015). The reasons for this are not clear, 
but further policies of this nature have not been forthcoming. This is perhaps 
unsurprising given that, with the exception of import duty and GST waivers, there is 
currently limited attempt within the government to keep a comprehensive record of 
the tax incentives it provides, never mind monitor the revenue foregone from these 
(SLESB Interview 22, 2015). 

13Annual charges such as licence fees remain in the MMA and NMA Act.
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Question background
A major concern of investors is the perceived lack of credibility on the part of host 
governments to refrain from adjusting the terms of their agreement once risks have 
been borne and major expenditures sunk. These concerns have been at least partially 
addressed by introducing stability clauses in licences or contracts. These tend to be 
applied to fiscal terms, but sometimes also include areas such as labour and 
environmental regulations given the impact changes to these could have on the 
economic viability of the project. With these clauses severely limiting and complicating 
governance, a growing reluctance to accept stability clauses is emerging on the part of 
governments. However, absent of a track record of broad-based improvements in 
governance, it seems likely that these provisions will remain. It is also increasingly 
recognised that a good fiscal design (which provides for automatic responsiveness of 
terms to changing circumstances) can reduce pressures to renegotiate or revise 
agreements, making it less likely that stability clauses will be invoked.     

4.1.7   Stability vs flexibility. Does the tax regime design, or legal provisions, 
provide sufficient but not excessive stability to investors? 

Reform Priority: Medium

Although a stability clause is not provided for in general legislation, it is provided in the 
MLAs. These stability clauses mainly refer to tax terms and are in force for the duration 
of the MLAs. Earlier versions of the EIRB limited the duration of any existing fiscal 
stability clauses to 10 years, but this provision has since been removed. It therefore 
appears that these clauses will be in effect for the foreseeable future. Moreover, the 
legislation of the National Carrier Act 2012 (GOSL, 2012b), which requires companies 
to ship 40 per cent of all cargoes imported into and exported out of Sierra Leone at 
above market rate via a National Shipping Company, has reinforced concerns about 
the Government’s commitment to respecting the terms of MLAs. The Act was passed 
with no prior consultation with companies, and, though effectively ignored, has 
inflicted significant damage on investor confidence. Companies will therefore continue 
to require the provision of a stability clause in any new MLA for some time yet.

The provision of stability clauses in MLAs, and the legal and reputational costs that the 
Government faces if it attempts to ignore them by imposing different terms 
unilaterally, means that securing the most favourable terms for the Government from 
the outset is even more important. In order to achieve this, significant improvements 
to negotiating capacity, transparency and accountability arrangements are required. 
These improvements will also enhance the prospect of successful renegotiation of 
existing MLAs to obtain mutually beneficial terms. Indeed, despite stability clauses, 
individual companies have proved willing to accommodate some level of reform of 
their fiscal terms when approached by the Government. Three MLAs have been 
renegotiated with a significant improvement in terms, whilst all large-scale companies 
agreed to pay petroleum charges in full in 2012 despite most MLAs granting 
concessional rates14 (SLESB Interview 22, 2015). 

14An MOU to this effect was agreed by Government and the companies in May 2012. This arrangement was 

supposed to be reviewed in December 2012, but is still in place to date.
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Question background
All governments face tax administration challenges. Some of these challenges are the 
result of poorly designed systems that may not provide the tax agency with adequate 
authority to contest or prevent abusive tax-avoidance practices, leading to the 
country’s tax base being eroded. Implementing tax rules to address causes of tax 
avoidance are therefore an essential first step. Such rules might provide for 
ring-fencing, limitations on the deductibility of certain related-party payments —for 
example, management fees and excessive interest charges – and the imposition of 
arm’s length pricing.   

4.1.8  Opportunities for tax avoidance. Are there adequate safeguards to 
protect the fiscal regime against tax avoidance? 

Reform Priority: Medium

Provisions in the Finance Act 2013 significantly improved legislative safeguards 
against the most common avenues for tax avoidance in the extractive industries. For 
example, transfer pricing legislation in the ITA (GOSL, 2000, S.95) was brought closer 
in line with the OECD approach (by S.18 of the Finance Act 2013 (GOSL, 2013e)), 
which means that taxpayers must now adopt the arm’s length standard without 
prompting from the NRA. Rules on thin capitalisation in the ITA (GOSL, 2000, S.35), 
which were previously considered to be overly complex to the detriment of their 
effectiveness (see for example IMF (2011b, p. 28)), have been simplified (by S.10 of the 
Finance Act 2013 (GOSL, 2013e)).

However, efforts to further reduce the potential for tax avoidance are stalled with the 
EIRB and with current legislation not requiring companies to enter into Advance 
Pricing Agreements. The recommendations to strengthen ring-fencing arrangements 
not yet been implemented (IMF, 2011b, Annex p.13). Provisions in agreements can also 
reduce the effectiveness of these general measures, such as the exemption from a 
withholding tax on interest in the AML MLA which weakens the deterrent to shift 
profit overseas through excessive loan repayments to affiliates.  

Question background
In most sectors of the economy tax administration is the responsibility of the national 
tax authority. However, in the extractive sector, several agencies may have a role in tax 
administration. The technical expertise required for effective tax administration of this 
sector is often absent from the national tax authority. As a result, some administrative 
responsibilities may be assigned to the sector ministry or regulatory agency. While 
such divisions appear logical, the dispersal of tax administration among several 
agencies has drawbacks that include: increased complexity, duplication of effort and  

4.2.1  Responsibility for tax administration. Is there clarity over which 
agency or agencies are responsible for tax administration, and do these 
agencies cooperate?

4.2      COLLECTING TAXES 
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The NRA Act (GOSL, 2002, S.12), as amended by the Finance Act 2007 (GOSL, 2007, 
S.8), gives the NRA the mandate to assess and collect all tax and non-tax revenues. 
This legislative clarity has translated into practice in the collection of most revenues 
with the exception of diamond and gold export duties paid to the Precious Minerals 
Trading unit (PMT) of the NMA15, environmental fees paid to the EPA (GOSL, 2008b, 
S.20(b)) and subnational payments16. This is not fully the case with regards to 
administration however, as a result of the MMA implying a role for the NMA in the 
assessment of royalties (GOSL, 2010, S.150) and the capacity of the NMA to undertake 
some administrative activities more effectively than the NRA. 

Efforts to avoid confusion and overlap of roles between the two agencies appear to be 
working. For example, responsibility for the assessment of royalties has been 
successfully clarified and coordinated through bilateral discussions between the NRA 
and NMA, and through the Extractive Industries Revenue Taskforce. Similarly, based 
on a recommendation by the MMMR, the two agencies have agreed to jointly develop 
a list of allowable items for duty-free import, and then evaluate this list on an annual 
basis. This should, in turn, reduce the problem of the MoFED which ultimately grants 
duty waivers, questioning the eligibility of certain items. An MOU which sets out this 
arrangement and the division of responsibilities for each of the other revenue streams 
is in the process of being finalised, increasing the stability of the relationship between 
the two agencies (SLESB Interview 21, 2015). 

Despite this division of responsibilities, close liaison and effective communication 
between the NRA, NMA, and other institutions involved in fiscal administration, in 
particular the MoFED, is essential in all cases, particularly in regard to information 
sharing. Information sharing has been improving, aided by the good relations and 
communication that have been built up by the Extractive Industries Revenue 
Taskforce (SLESB Interview 23, 2015). However, the absence of a systematic process 
in which available information is shared, with the majority only provided on request, 
is problematic for timely analysis and monitoring of company activity and compliance.

Reform Priority: Medium

15Provided for in Sierra Leone Gazette Vol. CXVII No. 100 (though it should be noted that the authors have been 

unable to view this document). PMT is the successor of the Government Gold and Diamond Office, which the NMA 

assumed control of on its inception.
16Such as surface rent which is paid directly to local government entities and landowners (GOSL, 2010, S.34(a)) and 

the Community Development Fund which is overseen by the MMMR (GOSL, 2010, S.139(4)).

reduced accountability. Where differing institutional comparative advantage is 
perceived to outweigh these disadvantages, and responsibilities are divided, it is 
critical that there is clarity of roles and responsibilities, regular communication and 
effective coordination among the agencies. Similarly, these agencies should ensure 
that retained amounts and any alterations to revenue projections are communicated to 
the Ministry of Finance in a timely manner for cash flow management purposes.
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Table 4.3

Item Transparency Quality Explanation

Production volumes  Fair Fair The NMA shares these but  
   relatively irregularly and   
Export volumes Fair Fair (with the exception of   
   diamond and gold exports) 
Prices  Fair Fair it is company information   
   that has not been verified.
Value of exports Fair Fair

Estimates of investment Poor Poor The government has very  
in exploration and   little information on these   
development   to share.  

Production costs Poor Poor 

Names of companies Good Good This is provided on the   
operating in country   GoSL Online Repository.

Licence fees Fair Good Non-tax revenues are   
   reported by revenue stream    
Royalties  Fair Good and company on the GoSL  
   Online Repository.

Corporate income tax Fair Good Taxes are reported   
   annually by revenue   
Other taxes Fair Good stream and company.   
   Thus far, attempts to   
   systematically report these  
   on the GoSL Online   
   Repository have failed.

Legislated community Fair Fair The NMA shares these on  
payments   request, though (with the  
   exception of the DACDF)   
Voluntary social Fair Fair  it is company information   
payments   that has not been verified. 

Names of companies Good Good This is provided on the   
operating in country   GoSL Online Repository.

Legislation relating to Good Good This is available on the   
the fiscal regime,   NMA and MMMR   
including that relevant   websites, with MLAs also  
to individual companies      published on    
   ResourceContracts.org.
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17The export duty of gold was reduced from 5 per cent to 3 per cent by the Finance Act 2015 (GOSL, 2014a). 
18The value of gold exports between January and May 2015 was 31 per cent higher compared to the same period in 

2014 (SLESB Interview 24, 2015). 

4.2.2.  Capacity to administer the fiscal regime. Do the tax authority and 
other collecting authorities have the capacity to administer the fiscal regime?

Question background
All governments face tax administration challenges. As noted in Q4.1.8, implementing 
tax rules to address causes of tax avoidance can help. Ensuring that the complexity of 
the fiscal regime does not outstrip the administrative capacity is also crucial. A fiscal 
regime that in theory captures tax revenue, but in practice uses tax bases that are 
difficult for a tax authority to measure, is not likely to earn the government actual 
revenues. However, in some countries, severe capacity constraints can prevent the 
effective administration of even the simplest regimes. 

Reform Priority: High

There have been some notable improvements in capacity in the past two years. The 
MCAS now enables the NMA to monitor due and outstanding licence payments, and 
the agency will soon be in a position to verify the quantity and quality of exports 
(SLESB Interview 21, 2015). However capacity constraints continue to provide the 
greatest risk to revenues. Of most concern is the NRA’s inability to independently audit 
company accounts and assess the information it is provided with, a problem widely 
acknowledged by NRA officials (SLESB Interview 23, 2015). This low capacity provides 
companies with the opportunity to shift profits overseas through transfer pricing and 
other means. This problem is compounded by a lack of information on beneficial 
ownership (see 3.3.2). Where the beneficial owners are not known, transactions 
believed by the government to be carried out between unrelated parties, and therefore 
on an arm’s length basis, may actually be being carried out between related parties and 
therefore require further scrutiny.

There are also capacity challenges in the collection of revenues from artisanal diamond 
and gold mining activities. A reduction in the export duty for gold at the beginning of 
2015 to a level more in line with the Mano River Union average17 appears to have 
reversed a five-year downward trend in gold exports by lowering the incentive for 
illegal trading across Sierra Leone’s borders18. However, this improved performance in 
gold exports, and recent year-on-year increases in diamond exports, hides continuing 
problems with traceability from the mine to export. A recent monitoring exercise by 
the NMA PMT found a large number of the registered offices of export licence holders 
vacant. The slow replacement of inept Mines Monitoring Officers (see for example 
Fanthorpe and Gabelle (2013, p. 36)) makes information on artisanal production 
limited and therefore the reconciliation of production and export amounts difficult 
(SLESB Interview 24, 2015). 
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Question background
Having a mechanism for incentivising the agencies involved in tax administration can 
lead to larger revenues being collected. This mechanism can take a number of forms. 
The disbursement that these agencies receive from central government can increase as 
a result of greater revenue collection, or be based on the variation between the 
financial needs of the tax administrator and its collection performance. However, these 
reward systems can have unintended impacts on agency behaviour, such as focusing 
on the revenue streams that require the least effort. 

Irrespective of the mechanism, insufficient or unreliable funding can ultimately lead to 
reduced government revenues as a result of the inability to implement cost-intensive 
collection strategies and plan capacity improvements. Even where funding is adequate 
in theory, actual spending is often obstructed by bureaucratic budgetary procedures. 
Sometimes governments circumvent these self-created problems by allowing tax 
authorities to retain tax revenues at source, but this arrangement needs to be 
accompanied by appropriate accounting procedures and controls. 

4.2.3.  Agency funding. Does an appropriate mechanism exist to incentivise good 
performance by the agencies responsible for tax administration, and is their funding 
sustainable and reliable?

Reform Priority: Medium

The NRA can currently claim 3 per cent of all revenues it collects (GOSL, 2002, S.24), 
including those from the mining sector. However, this arrangement has not provided 
funding that is either reliable or certain. Given that mining revenue is both a 
significant component of total revenue and has the potential to be extremely volatile, 
this mechanism makes funding unpredictable, and, as a result, is likely to inhibit the 
longer term planning and financial commitments required to build a more robust NRA 
(Weise, 2015). This funding is also often subject to significant delay (see for example 
GOSL Office of the Auditor General (2012, pp. 66-67)) with authorisation required 
from the MoFED before payment is made at the end of each quarter. MoFED officials 
insist that authorisation is given as soon as the amount due is verified. However, these 
delays have often been used by the NRA to justify the failure to meet targets (SLESB 
Interview 22, 2015). 

The NMA is currently funded by a fixed amount appropriated in the annual budget19.  
Given the Government’s cash flow constraints, this funding stream also suffers from 
the problem of unreliability whilst the amount of funding is deemed insufficient. 
Moreover, given the NRA’s arrangement, there is a perception that, despite the 
significant role of the NMA in the NRA’s ability to collect revenue, the NRA receives all 
the reward. This has a direct impact on staff morale and performance (SLESB 
Interview 21, 2015), and is likely to worsen further in the future when the reward from 
CIT receipts flow entirely to the NRA. The funding arrangements for the NRA and 
NMA therefore both require further consideration.  

19  With the exception of a monitoring fee equivalent to 10 per cent of a licence fee which will be retained from the 

start of 2015 (GOSL, 2014b, S.22). 
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Question background
The handling of revenues from the time at which they are collected to when they are  
spent is an important factor in the efficient management and control of government’s 
resources. Arrangements for this should be structured to ensure that all revenues 
received are available for implementing government’s expenditure programmes in a 
timely manner. Many developing countries have fragmented systems for handling 
government receipts, with revenues being retained by the collecting agency rather than 
being placed in the national treasury. There is little advantage for governments to 
maintain this system other than as a mechanism to circumvent the unreliable nature of 
funding from central government. However, the resulting lack of centralised control 
has a number of potential costs, including the unauthorised expenditure of revenues by 
these agencies and a government continuing to borrow to execute its budget despite 
resources lying idle elsewhere. Retention of extractive revenues often has the greatest 
costs given that the amounts involved can be sizeable and volatile. Therefore this 
authority should only be undertaken by government entities that have an independent 
balance sheet and a separate statutory framework for accountability.

The majority of mining revenues are transferred to the Consolidated Revenue Fund 
(CRF). However, some payments are retained by MDAs or directly transferred to 
subnational entities. While the NRA Act, as amended by the Finance Act 2007, 
provides for the NRA to collect all taxes and non-taxes and transfer them to the CRF, 
subsequent MDA Acts provide some MDAs with collection and retention powers. The 
Public Financial Management Act, though providing for a Single Treasury Account, 
continues to recognise the retention power set out in MDA Acts (GOSL, 2016, S.44-45). 
The EPA Act is such an Act, providing for the retention of the fees it collects to fund its 
operations (GOSL, 2008b, S.20(b)). The NMA also retains a proportion of the export 
duty that it collects on diamond and gold exports to finance its monitoring and 
valuation activities. The remainder of the export duty for gold is remitted to the CRF, 
whilst the remainder for diamonds is distributed between the CFR and an account 
overseen by the MMMR for the Diamond Area Community Development Fund 
(DACDF).20 

While the retention power of these MDAs is recognised in legislation, retained 
revenues appear to be in excess of expenditure requirements for some MDAs. Given 
the Government’s ongoing cash flow constraints, this arrangement arguably results in 
inefficiencies in the management of government revenue. 

4.2.4.  Remittance of revenues. Do government entities remit the correct 
amount of revenues to the national treasury account?

Reform Priority: Medium

20The 3 per cent export duty for diamonds is distributed as follows: 0.75 per cent to the CRF; 0.75 per cent to the 

DACDF; 0.75 per cent retained for valuation fees; 0.45 per cent retained for independent valuation fees; 0.3 per cent 

for monitoring fees. The 3 per cent export duty for gold is distributed as follows: 2.5 per cent to the CRF; 0.5 per cent 

retained for valuation fees. However, the authors have not been able to locate the legislation or policy in which this 

distribution mechanism is set out.
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Question background
Transparency of agreements and the availability of information relating to the fiscal 
performance of the extractive industries is crucial for enabling the public and their 
intermediaries to hold governments and companies to account. Similar to the 
argument made for transparency and accountability elsewhere in this report, this 
oversight can encourage the agreement of better deals with companies and improved 
fiscal performance. 

Question background
The amount of information available to the public has increased tremendously in 
recent years. Scanned copies of all existing MLAs, including their fiscal regimes , were 
published on the MMMR and NMA websites in 2014 (and they are now also available 
on ResourceContracts.org). The NRA now publishes disaggregated information on its 
revenue collection from the extractive industries on the MoFED website on an annual 
basis and the GoSL Online Repository details the amount paid for each revenue stream 
by each company. The new EITI Standard has resulted in SLEITI reports providing a 
wider range of information related to the fiscal performance of the mining sector. 

There are still limitations to information availability however. The NRA’s revenue 
reports show no indication of how collected amounts compare to projected 
performance, provide no explanatory text nor do they include revenue that isn’t 
remitted to the CRF. The Online Repository contains no data on tax payments from 
2013 onwards, and the most recent published SLEITI report is from 2011. The public 
currently has little means to access information on the operational performance of 
companies. With no systematic publication of this information by the Government, 
information is limited to that provided on an ad hoc basis in the media and reports by 
non-governmental organisations and companies. However, as noted in 4.1.1, the 
Government also has limited information on the project economics of companies, one 
of the reasons why the government faces challenges in publishing forecasted tax and 
non-tax revenues

4.3      FISCAL ACCOUNTABILITY 

Reform Priority: Medium
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Question background
The executive branch of government has primary responsibility for ensuring that the 
fiscal terms agreed with companies provide the country with a reasonable deal, and 
that these terms are subsequently enforced. Meanwhile other official entities are 
required to monitor the executive’s actions in this regard and hold it to account. This 
can take the form of an independent body, composed of stakeholders from across the 
governance spectrum, but the more common practice is for the legislature to perform 
this oversight function. Similarly, external controls are required to ensure that 
revenue-collecting agencies carry out their functions properly. This external 
assessment is often undertaken by the national auditor.    

4.3.2.  Official oversight. Do official oversight agencies, including the 
legislature, supreme audit authorities and anti-corruption agencies, 
provide strong oversight over the fiscal regime?

Table 4.5 

Item                                                                                             Availability    Quality

Production volumes Fair Fair

Export volumes Fair Fair

Prices Fair Fair

Value of exports Fair Fair

Estimates of investment in exploration and  development  Poor Poor

Production costs Poor Poor

Names of companies operating in country Good Good

Licence fees Good Fair

Royalties Good Fair

Corporate income tax Good Fair

Other taxes Good Fair

Legislated community payments Fair Fair

Voluntary social payments Poor Poor

Legislation relating to the fiscal regime, including  that  Good Good 
relevant to individual companies  
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Reform Priority: Medium

Parliament and its Parliamentary Committee of Mines and Mineral Resources is 
responsible for providing oversight of the fiscal regime of the mining sector. All MLAs 
have to be ratified by Parliament, and annual reports of performance have to be 
submitted for approval by the NRA (GOSL, 2002, S.33), MMMR (GOSL, 2010, S.16) 
and NMA (GOSL, 2012c, S.20). However, despite the legislature having the de jure 
power to provide this oversight, this authority is rarely exercised in practice (SLESB 
Interview 22, 2015). As discussed in more detail in Q2.2.2, limited parliamentary 
engagement appears to result from both the executive not keeping them informed of 
issues and the limited expertise of Parliamentarians of the sector. 

This lack of parliamentary oversight can also be seen in the failure to implement of the 
recommendations of the Auditor General, which audits the NRA, NMA and MMMR on 
an annual basis. The audit process itself is thorough and consistent. However, as 
discussed in more detail in Q2.1.2, by 2014, only 8 of the 62 recommendations made to 
the MMMR between 2010 and 2012 had been implemented (GOSL Office of the 
Auditor General, 2014, p. 64).    
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Question background
Many countries now require a project-level impact assessment to be undertaken before 
mining operations start.  This is not only important for quantifying the social, 
economic and environmental risks associated with project activities but provides a 
valuable opportunity for citizens to participate in decisions about the operation of the 
mine. One common problem, however, concerns the accessibility of information by 
community-level stakeholders. Project proponents often submit long and complicated 
impact assessment documents that are incomprehensible to lay people.

PRECEPT 5: LOCAL EFFECTS OF EXTRACTION

The government should pursue opportunities for local benefits from mining, by 
mitigating and offsetting the environmental and social costs of resource extraction 
projects. This requires establishing and defining ownership rights; involving local 
communities in decision-making and project monitoring; measuring the negative 
impacts of extraction; and finally communicating with, and building the capacity of, 
local stakeholders.

5.1     ENVIRONMENT AND COMMUNITY PROTECTION 

5.1.1    Project level impact assessments. Does the government ensure that the 
social and environmental impacts of new extraction projects are measured before 
they commence?  

Reform Priority: Medium

The government has made great strides in its push for project-level environmental 
impact assessments (EIAs) and current legislation in Sierra Leone requires both 
large-scale and small-scale companies to prepare an EIA before commencing 
operations. The process also includes the development of an Environmental 
Management Plan (EMP) and a Community Development Action Plan (CDAP) setting 
out how environmental hazards and adverse social impacts respectively are to be 
mitigated.

While there have been isolated cases of small-scale companies mining without 
conducting an EIA, most large scale companies fully comply with this requirement. 
However, as is the case in many African countries, significant constraints exist in 
Sierra Leone that prevent the effective implementation of EIAs, including insufficient 
company expertise and limited government capacity in the scrutiny of EIAs. The latter 
is of particular concern given EIAs are usually financed by investors and therefore 
potential conflicts of interest exist. As discussed in 5.1.5, a further issue of concern 
pertains to how compliance with the environmental management plans of mining 
companies are monitored and evaluated after an EIA has been undertaken and 
extraction has commenced. Often, the government is faced with capacity or resource 
challenges required to monitor operations and enforce plans effectively.
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Once project-level impact assessments have been undertaken, there are a number of 
challenges in effectively disseminating the reports to stakeholders and the wider 
public. Under the MMA 2009, EIAs must be made available to the public. The World 
Bank Mining Sector Reform Assessment carried out in 2008 recommends that EIA 
reports should be presented in a manner and format that is understandable to local 
community representatives, mediators and the judiciary, which enables the legal 
obligations and commitments of mining companies to be clearly identified (World 
Bank, 2008, p. 59). EIAs are now uploaded on www.nma.gov.sl, and the EPA is 
currently working towards doing the same. The EPA also keeps EIAs at its offices 
which can be made available upon request and has distributed these documents to 
local libraries, universities, and district council offices. Some consultancy firms also 
make the EIA reports they produce available on the internet. However, it has been 
difficult to translate these voluminous documents into a content and format that is 
widely accessible and comprehensible to the general public. In order for less 
technically minded persons to understand the contents of EIA reports, particularly 
people living in mining communities, efforts should be focused on producing abridged 
versions with simplified content and an accessible format to make them more 
appropriate for the consumption of the general public.

Reform Priority: High

Although the GoSL has made project-level environmental impact assessments a 
requirement for mining projects (see 5.1.1), a strategic assessment of the overall 
mining sector has not yet been undertaken. Moreover, in many cases, the findings of 
project-level impact assessments are not integrated into subsequent cross-sectoral 
planning and implementation processes as effectively as they could be. The absence of 
a strategic-level assessment potentially endangers both mining communities and the 
environment, not allowing regulators to evaluate the adverse cumulative impacts that 
accrue at a wider scale beyond the ‘footprint’ of individual projects. Government must 
therefore do more to consider the wider impacts of mining projects, integrating 
environmental assessments into its wider strategic vision for the extractives sector and 
economy. In doing so, any strategic environmental impact assessment should be 
inclusive of other relevant sectors, involve a broad range of stakeholders, and be made 
readily available for public scrutiny.

5.1.2 Strategic impact assessments. Has a strategic environmental assessment 
been done before deciding whether to assign rights of extraction?

Question background
In many resource-rich African countries, environmental impact assessments have 
focused almost exclusively on project-related issues, without considering the wider 
regional implications of extraction. While project-level EIAs remain important, 
strategic environmental assessments (SEAs) can complement their effectiveness by 
addressing the wider impacts of extraction. This can help identify and manage existing 
and emerging risks in order to ensure the ongoing protection and management of 
resources that are of national environmental importance. For SEAs to effectively 
contribute to the long-term sustainability of natural resources for local communities, 
it is vital that they are undertaken before extraction commences, and are then followed 
up with ongoing assessments at different stages of the project lifecycle 
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5.1.3 Compensation and resettlement. Is there a comprehensive and effective 
mechanism to address loss of property rights that meets international standards?

Question background
Although extractive industry investments can potentially provide important economic 
benefits for local communities, the significant amount of land, water and other 
livelihood resources that they appropriate or negatively impact can also cause severe 
community dislocation and hinder local development.  The inability of the government 
to ensure that affected communities are provided with adequate compensation for the 
negative impacts of extraction, or are relocated to other suitable areas, can become a 
focus of tensions, conflict and factionalism at the local level.  This, ultimately, can have 
disruptive effects on company operations, as the economic costs of lost productivity 
due to delays are significant.

Reform Priority: High

In order to sufficiently compensate mining communities for the negative externalities 
of mining operations, the GoSL must establish more rigorous regulations to address 
relocation, blasting, and the loss of livelihood resources (NACE, 2009). Surface rent is 
paid to owners of the land on which large-scale mining takes place. This payment is 
agreed between mining companies and landowners, and then distributed across a 
number of local stakeholders. In addition, compensation is payable for any 
disturbance to the rights of the owner or lawful occupier of land within the mining 
licence area, including damage to trees and crops. However, whether these 
mechanisms are sufficient to compensate communities for extraction costs and 
promote development is questionable. Based on a baseline study by Campaign for 
Good Governance on community perception in Lunsar and Pepel, surface rent 
payments are perceived to be insufficient, especially as they have not changed for a 
long time despite high inflation. They are also seen to be prone to capture by local elites 
rather than used to meet the communities’ development needs (Campaign for Good 
Governance, 2014). With respect to land compensation, Section 35(3) of the MMA 
states that, “Fair and reasonable compensation should be paid, but only at the present 
market value of the land and not taking into consideration the value of the minerals 
found under it.”. This provision makes compensation discretional and determined by 
the company. It also removes the ability of the landowner to negotiate a better deal, as 
it does not take into account the enhanced value of the land being mined.  

Mining companies whose operations    lead to the involuntary resettlement of people 
are required to submit a resettlement action plan (RAP) as part of their EIA before the 
commencement of mining operations. However, while there is a draft resettlement 
policy and a bill under development, there is currently no legal or regulatory 
framework to prescribe what this plan should include. Current guidance is limited to a 
few provisions in the MMA which also lack clarity. For example, S38 of the MMA does 
not specify how ‘suitable alternate land’ is to be determined or whose responsibility it 
is to determine what ‘suitable land’ entails. The IFC Principles on Involuntary 
Resettlement state that involuntary resettlement compensation must not only account 
for the loss of land but also the investments required to re-establish a sustainable 
livelihood, and leave affected communities at least as well off than they were before 
resettlement. Whereas some mining companies have made efforts to design RAPs to meet 
these international standards, relocation practices are generally perceived to have been 
below satisfactory and have sometimes resulted in social tensions and community 
unrests. More explicit guidelines are required if suitable resettlement programmes are 
to take place (see Mason (2014) for further analysis).
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Question background
Ordinary community members in developing countries often lack the power and 
capacity necessary to participate equitably in consultation, grievance and dispute 
resolution processes. As a consequence, they may have limited input into 
decision-making and be cut off from the benefits of extractive industry investments. 
Even in situations when consultations do take place, they may not be meaningful and 
can be co-opted by the interests of more powerful actors. Government and mining 
companies may privilege relations with elites or traditional leaders, whose interests 
can diverge considerably from those of the community. In such cases, there is a danger 
that elites may capture supplier contracts, employment opportunities and other 
benefits. Similar challenges exist in ensuring that communities are able to raise 
grievances and participate in dispute resolution processes.

5.1.4 Consultation, community grievances and dispute resolution. Are 
there mechanisms in place that allow for effective community-level participation in 
processes that concern consultation, grievances and dispute resolution?

Although the Environmental Protection (Mines and Minerals) Regulations of 2013 
point out the need for mineral rights applicants to consult with communities at all 
stages of the mining process, real, meaningful and effective consultations remain a 
challenge, providing a trigger for community grievances and conflicts. Government 
has recently been encouraging improved and more inclusive consultations with 
communities by mining operators. Before this intervention, consultations rarely 
involved the wider community. Instead, they tended to be channelled through local 
power structures, such as paramount chiefs and Members of Parliament (e.g. see 
Human Rights Watch, 2014). Often, these elite representatives are perceived to hold 
views that diverge from broader community interests. This perception is exacerbated 
by the results of consultations not being communicated to the wider community, 
including local councils. Some civil society actors and traditional leaders have also 
criticised the government for failing to consult with community stakeholders before it 
grants mineral rights. However, Government has recently responded to such criticisms 
by engaging in community consultations during negotiations and before mineral 
rights licenses are awarded. Despite these recent improvements, a systematic review of 
how consultative processes are conducted is still required, with the aim of developing 
a tripartite process which includes representation from government, extractive 
companies and representative community stakeholders. 

A systematic review of dispute resolution mechanisms is also of high priority. The 
government can act as arbitrator in disputes, but is often unable to find a resolution. 
The Regulations, on the other hand, provide for the appointment of independent 
arbitrators, but this mechanism is yet to be utilised. Therefore the only mechanism 
which is presently readily available to community members is the High Court. As 
discussed in Q2.4.2, while communities have successfully sought recourse for the 
negative impacts of mining projects, significant barriers exist to effectively accessing 
the Sierra Leone legal system. One of these barriers is the high costs involved.   A 
system of protection for communities claiming the costs arising out of any litigation 
instituted on behalf of communities is yet to emerge. An improved dispute resolution 
mechanism should be independent, cost effective, and easily accessible to all 
stakeholders. However, the success of dispute mechanisms that allow for effective 
community-level participation are largely dependent on the specific community 
approach adopted by each mining company. 

Reform Priority: High
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Question background
Extractive industry investments in sub-Saharan Africa have grown rapidly over the last 
decade. As extraction is now increasingly being undertaken in more remote and 
geo-politically challenging regions on the continent, companies and governments often 
struggle with complex security considerations with regards protection of company 
assets and respect for human rights. Disputes over land and property rights, labour 
relations, theft of equipment or valuable minerals, illegal mining, work place violence 
and poor community relations can all pose serious threats to the security of extractive 
industry investments. To protect company assets and ensure that extractive industry 
projects are effective revenue generators for the government, the provision of security 
for mining projects is vital. However, if handled badly, it can lead to human rights 
abuses and increased community-level tension and unrest.

Historically, grievances, disputes and conflicts have been features of Sierra Leone’s 
mining landscape, and many of these tensions have continued to be a focus of 
present-day concern (Fanthorpe and Maconachie, 2010; Dale, 2008; Hanlon, 2005). 
Recent violent confrontations between companies and communities point to the 
urgent need not only for better dispute resolution mechanisms, but also for a more 
clearly stated policy on security and the use of police force in mining communities. On 
a number of occasions, the use of force has resulted in fatalities in mining communities 
and is indicative of poor conflict management. (see Maconachie, 2014; Human Rights 
Watch, 2014)

A clearly defined policy on the execution and use of security in mining areas is urgently 
needed. The government should establish expectations for all extractive companies to 
implement the UN Voluntary Principles on Security and Human Rights and the UN 
Guiding Principles on Business and Human Rights, to ensure that excessive force is not 
used by security operatives on employees or community members in mining areas. 
These expectations should also include strong safeguards and legal recourse 
mechanisms in cases where human rights violations are evident. This is vital if 
relationships between communities and companies are to be harmonious and a strong 
‘social licence to operate’ is to be established going forwards.

5.1.5 Security and the use of force. Is there an effective security mechanism that 
respects human rights to deal with social tensions and unrest in mining 
communities?

Reform Priority: High

Question background
Given the potentially damaging environmental impacts of resource extraction, and the 
significant consequences this can have for community livelihoods, rigorous safeguard 
policies and guidelines must be developed to ensure the sustainability of extractive 
industry development. However, without effective monitoring and evaluation of 
company activities to ensure that they are complying with regulations and adhering to 

5.1.6 Monitoring companies. Does the government conduct effective on-going 
monitoring of company operations in relation to environmental impacts?
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Reform Priority: Medium

The EPA is the designated body that is responsible for monitoring the environmental 
impacts of extractive industry projects, including the implementation of 
Environmental Management Plans (EMPs). It is seen to be reasonably effective in this 
area, but is limited by certain capacity constraints. The NMA also has a role in 
monitoring environmental impacts given its responsibility for regulating the 
operational side of mining projects.  While the EPA and NMA do coordinate on 
environmental issues, the lack of clarity that can arise in their relationship also affects 
the effectiveness of environmental monitoring activities. Penalties for violations that 
concern the environment are set out in Section 53 of the MMA and Section 85 of the 
Environmental Regulations 2013 (Schedule of Penalties). 

Challenges with mitigating the adverse effects of mining on the environment remain 
despite this regulatory framework. For example, civil society has raised concerns about 
the growing environmental impact of mining activities, including blasting in Kono and 
flooding in Lunsar. However, licences are yet to be suspended or cancelled on 
environmental grounds. Given that the general view is that Sierra Leone has very good 
environmental protection legislation and regulations, the Government needs to 
concentrate its efforts on their monitoring and enforcement to ensure that 
communities are protected from the harmful effects of mining operations. 

Question background
Environmental disasters – significant human-induced damages to the natural 
environment associated with mining projects – can have serious consequences for 
local populations, and they often far outweigh the benefits received from the presence 
of mining in the area. Long-term, cumulative environmental damage caused by 
extraction can result in livelihood disruptions, the displacement of local populations 
and serious health implications for catchment communities. When such 
environmental damage does occur, not only must companies be held accountable for 
their actions, but systems must be in place to minimise the damage to local 
communities.

5.1.7 Environmental disasters. Is there an effective system in place to respond 
to environmental disasters? 

Reform Priority: Medium

contractual agreements, even the most progressive policies will be meaningless. The 
on-going monitoring of company obligations is an important mechanism for 
governments to ensure that communities are protected from the harmful effects of 
extraction and hold companies to account if they are not.

The Office of National Security (ONS) is broadly responsible for disaster preparedness 
and response. However, a unit specialised in environmental disasters has not yet been 
established in either the ONS or the EPA. An emergency response plan is required as 
part of an EIA, and both the MMA and the Environment Protection (Mines and 
Minerals) Regulations 2013 have provisions concerning environmental clean-ups. 
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The requirements for reclamation and project closure are outlined in the MMA, EPA 
Act and accompanying regulations. Mining companies are required to present 
reclamation plans at the time a licence is granted, which should involve a strategy for 
all the various stages of closure including shutdown, decommissioning, reclamation 
and post-closure monitoring. Financial assurances are also required to be put in place, 
ensuring that the funds required for project closure will be available. Closure plans are 
not as well developed for artisanal mining (AM) operations, but AM licence holders 
must make contributions to a reclamation fund, which was established in 2001 to 
rehabilitate mined-out sites (see 5.3.5 for further discussion on AM operations). 
However, experience with land reclamation of artisanal mined-out lands has shown 
that reclamation fees paid by artisanal miners are grossly insufficient to pay for 
reclamation.

While the MMA, EPA Act and the accompanying regulations make reference to 
reclamation and project closure, they do not state who should carry out reclamation 
activities. This leaves considerable room for discretion. Moreover, the process for 
putting financial assurances in place has not yet been developed. Current legislation 
also does not adequately address the ‘legacy effects’ of projects that face financial 
difficulties and change ownership, and does not consider the legacy effects of artisanal 
and small scale miners. Who is to carry out rehabilitation and closure activities should 
be more clearly defined, with government having access to a fund for reclamation 
activities in the event that a mining operator is unable to do so. This fund could include 
resources to address specific situations or areas that SEAs identify as high priority. 
However, to ensure that finances set aside for land reclamation and closure activities 
are utilised exclusively for this purpose, the governance of the fund would need to be 
clearly regulated with multi-stakeholder monitoring committees in place.

Penalties for actions leading to environmental disasters are also laid out in the 
regulations. However, the effectiveness of companies’ emergency response 
mechanisms have not been tested, and in past situations where significant 
environmental damage has occurred, prescribed guidelines have not been strictly 
followed (Akiwumi and Butler, 2008). 

Question background
Mining extraction is a temporary activity, and mining projects are viable until their 
resources have become exhausted or they are no longer profitable. Project closure is 
thus inevitable. However, it has become an increasingly complex process given the 
diverse social, economic and environmental concerns of a wide range of stakeholders. 
Sufficient mechanisms and funding must therefore be in place to ensure the 
sustainability of project closure. Unless governments provide effective legal 
frameworks for companies and develop early planning and support systems for 
communities, governments may be left to deal with significant environmental and 
social problems.

5.1.8 Project closure. Is there an effective mechanism in place to ensure sufficient 
funding for project closure?

Reform Priority: High
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Despite a commitment from the GoSL to encourage capacity building and the 
development of skills that will allow those living in mining communities to be more 
employable, the challenge of meeting the demand for jobs, and aligning labour market 
needs with appropriate training, remains high. While training provided by companies 
on-site can help build skills in local populations, further adaptation in the curricula of 
vocational institutes and universities is urgently needed to cater for the rising demands 
of the extractives sector. Recent cooperation between the GoSL, the private sector, and 
GIZ to enhance vocational training at Lunsar provides one example of how 
cross-sectoral partnerships can be harnessed to build capacity in mining communities 
(though this initiative was disrupted when London Mining ceased operations and is yet 
to recommence). However, due to the continuing low skills capacity in mining 
communities, there are still significant constraints to hiring adequately qualified 
labour from the locality, even if there is a will to do so. Indeed, interviews with 
employees at a number of mining companies suggest that many of the extractive 
industry jobs offered to local populations are typically unskilled, menial labouring 
positions (see Maconachie, 2014).  

As part of an effort to stimulate training and capacity building in mining communities, 
the Local Content Policy (LCP) was introduced by the Ministry of Trade and Industry 
in 2012 to further establish linkages between foreign enterprises and the local 
economy. A main objective of the policy is ‘to develop the human and institutional 
capacity of Sierra Leoneans through training and transfer of knowledge and 
technology from foreign firms to Sierra Leoneans’ (GoSL, 2012a, p.9). This year, the 
Local Content Agency Act 2016 has established the Local Content Agency to 
implement the LCP. All mining companies will be required to submit a Local Content 
Plan to the LCA, which is binding once agreed. Local content policy is further discussed 
in 10.2.

Question background
Extractive industry investments in developing countries can provide an important 
source of local jobs and income generation in poor, employment-constrained 
economies. However, expectations placed on mining companies as employment 
generators tend to exceed the reality. Large-scale surface mining operations are 
predominantly capital- rather than labour-intensive and therefore the actual number 
of jobs created is usually small in comparison to the revenue generated (Pegg, 2006). 
Moreover, the better-paid jobs often require a certain skill level. A concerted effort 
must therefore be made by companies and governments to ensure that capacity 
building is undertaken in local populations, so that mining communities can take full 
advantage of local employment opportunities. 

5.2    LOCAL BENEFITS

5.2.1 Employment and training. Is the government taking measures to ensure 
that employment opportunities are benefiting the local population?

Reform Priority: High
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Question background
Mineral-rich African countries are often constrained by a lack of infrastructure, 
limiting economic growth. As noted in the Africa Mining Vision (2009), infrastructural 
development by mining operators provides an opportunity to significantly alleviate 
this constraint. Mechanisms for this include an extractives project’s infrastructure 
being pooled with that of other projects or linked to government-built infrastructure, 
and opened to other users. At the local level, this could result in “development 
corridors” for communities in resource-rich areas.

5.2.2 Infrastructure. Has the government identified opportunities for local 
communities to benefit from extractive industry infrastructure?

Sierra Leone suffers from significant infrastructural constraints at both a national and 
local level (see 9.2.3 for more details). The GoSL recognises that large-scale mineral 
investments offer considerable potential for stimulating integrated, multi-user, 
multi-purpose infrastructure – a development which could catalyse zones of new local 
economic activity along “development corridors”. However, the government does not 
appear to be leveraging this opportunity as effectively as it could. The lack of a 
government strategy for coordinating infrastructural development by mining 
operators with broader infrastructural development by the government has meant that 
infrastructure built by mining operators has mostly been exclusively for mining 
purposes, with no plan to make it accessible to other users or link it to 
government-built infrastructure (see also precept 10). 

Recent developments give cause for optimism however. A number of specific 
initiatives, such as discussions on potential collaboration on the construction of a deep 
sea port and harbour, indicate that the government is increasingly pursuing 
coordination with mining companies. There is also now a Public-Private Partnership 
(PPP) Unit under the Office of the President, and the passing of the PPP Acts increases 
the scope for leveraging mining-related infrastructure investments through PPP. 

Specifically, on the local level, the development of CDAs (discussed in 5.2.3) provides 
an opportunity for mining companies to fund infrastructural development that 
complements infrastructure required for their operations. However, these projects 
would need to be closely aligned with the Local Development Plans produced by local 
councils. In such a scenario, local councils would need to have a greater role in the 
planning and oversight of local development. Such a role would require centrally 
imposed development objectives to be relaxed, enabling local communities to 
participate more effectively in the planning and development processes of local 
government (Fanthorpe and Gabelle, 2013). 

Reform Priority: High
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5.2.3 Community benefits. Are extractive sector impact communities getting 
special benefits from extraction?

Question background
In addition to grievances that stem from insufficient compensation for loss of 
resources and livelihoods, conflict can result from inadequate benefit sharing with 
local communities.  Although a number of resource-rich developing countries have 
now adopted community development agreements (CDAs) or similar arrangements in 
their mining laws, companies still often deal directly with central government 
agencies. In some cases where corporate social responsibility (CSR) programmes are 
in place, mining companies may privilege relations with elites or traditional leaders, 
whose interests can diverge considerably from those of the community. Despite all the 
well-meaning rhetoric about CSR and significant expenditure on community 
development projects, communities living within mineral producing regions are often 
among the most deprived. 

To ensure that communities located near to mining sites reap benefits from extractive 
projects, government has developed mechanisms for local revenue distribution from 
both industrial and artisanal mining activities. These are overseen by the MMMR and 
NMA. Set up in 2001, the Diamond Area Community Development Fund (DACDF) 
returns 25 percent of the government’s three per cent diamond export tax (imposed on 
artisanal mined diamonds) to diamondiferous communities. Money put into the fund 
is distributed to Local Councils and Chiefdom Administrations based on the number of 
artisanal mining licenses issued. S138-141 of the MMA 2009 requires small- and 
large-scale mining companies that meet specified criteria to pay into a Community 
Development Fund (CDF) to implement local development projects as set out in a 
Community Development Agreement (CDA) between the company and primary host 
community. The MMA 2009 requires no less than 0.01 percent of a company’s gross 
revenue to be paid into the CDF, but some MLAs require a higher amount, up to 1 
percent. Once the CDA is agreed by the community and the company, it must be signed 
off by the Minister of Mines. While both these mechanisms appear appropriate, they 
are not without their challenges.

Challenges relating to CDA implementation include limited negotiating capacity of 
host communities, who often lack the expertise, power and access to resources that 
operators typically have (Tejan-Sie, 2015), and the risk of capture by local elites. As a 
result of these risks, and the possibility  CDAs are  signed mining companies may be 
less likely to respond to other community development requests, the government has 
not encouraged the development of CDAs until sufficient guidelines are in place. 
Therefore, until now, companies have entered into their own arrangements with 
communities. However, the government has made considerable progress in 
developing a model CDA, with technical assistance provided by GIZ and the World 
Bank, and input from civil society and the private sector. This model CDA is intended 
to obviate the need for extensive negotiations between companies and communities, 
mitigating the aforementioned risks. Once it is finalised all companies will be required 
to sign CDAs. 

Reform Priority: Medium
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5.3.1 Local impacts of artisanal mining. To what extent has the government 
put measures in place to maximise the local benefits of artisanal mining and mitigate 
its negative impacts?

A further challenge relates to the potential overlaps and inconsistencies with 
Community Development Action Plans (CDAPs). CDAPs are developed as part of a 
company’s EIA obligations (as stipulated in the Environment Protection (Mines and 
Minerals) Regulations 2013) and therefore overseen by the EPA. While CDAs are 
intended for the ‘promotion of sustainable development’ of communities affected by 
mining operations, CDAPs are intended for the mitigation of environmental and social 
impacts from mining identified in the EIA. However, they are likely to contain many of 
the same development activities.

Additional overlaps are foreseen between CDAs, CDAPs and Local Development Plans 
– the three year development plan already drawn up by local councils.  Given that most 
of the activities undertaken by these three different frameworks are geared towards 
community development, there is a need for integration of the three efforts into a 
single mechanism for community development. However, this coordination may be 
made more difficult by the uneasy relationship between local government authorities 
and chiefdom authorities which seems to exist in the management of development 
funds and projects. 

Reform Priority: High

Question background
Across sub-Saharan Africa, artisanal mining (AM) – low-tech, labour-intensive 
mineral extraction and processing – has long served as a magnet for unemployed and 
unskilled labourers in search of job opportunities. Previous research on AM across the 
continent has documented how the sector has provided incomes to millions of poor 
individuals; has generated valuable start-up capital for other economic activities; has 
spawned downstream industries; and has helped nourish smallholder agriculture. But 
these – mostly short-term – gains have often come at a cost. Due to the informal and 
unregulated nature of the AM sector, numerous miners have been forced into 
exploitative relationships with middlemen, becoming trapped in vicious cycles of 
borrowing and indebtedness.  The environmental and social costs of working in the 
AM sector are also often high, with much research exploring the negative impacts of 
production. Regulation and formalisation is needed from governments to support AM 
activities, ensuring open competition, continuity and security of tenure, and the 
maximisation of local benefits.

In an attempt to address the negative impacts of AM and maximise its local benefits, 
efforts are being made by the GoSL to create a well-integrated and coordinated set of 
public policy instruments for the AM sector. The MMMR has identified the need for 
the review of the existing Artisanal Mining Policy 2011 to provide a framework for the 
regulation and formalisation of the artisanal mining sector. A new AM policy has been 
prepared. Included in this revised policy should be recognition of local laws, especially 
those concerning land tenure and ownership. Also of great significance is the 

5.3    ARTISANAL MINING
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Question background
One of the main barriers to challenging the problems related to AM stem from the fact 
that the sector is informal and unregulated. In sub-Saharan Africa, some 90 per cent 
of AM activities take place informally and outside of the legal sphere. The move 
towards the formalisation of the AM sector is now supported by most major 
development organisations, including the World Bank, the United Nations 
Development Programme (UNDP) and the UK’s Department for International 
Development (DfID). It is premised on the belief that by drawing AM into the formal 
economy and offering operators a title that recognises their ‘right to mine’, activities 
will become more sustainable; predatory and unequal financial relationships will be 
mitigated; there will be increased benefits channelled to miners at the bottom of the 
production chain; and impoverished, mineral-rich communities will have 
opportunities to prosper. Proponents of formalisation argue that not only will a 
formalised sector regularise and maximise the local economic impacts of AM, but it 
also could help to safeguard miners' livelihoods, improve productivity and global 
competitiveness, address environmental concerns, broaden the tax base and 
contribute to national economic growth.

The Mines and Minerals Act 2009, the Local Content Agency Act 2016, the Artisanal 
Mining Policy 2011 (albeit with its deficiencies), and the Core Minerals Policy 2005, 
are all instruments that could form the basis for the formalisation of Sierra Leone’s AM 
sector.  While the GoSL has, in essence, created the environment necessary to 
formalise the sector, what is currently lacking is a comprehensive strategy to ‘roll out’ 
formalisation, using a broad-based collaborative approach that involves all relevant 
stakeholders. In addition to creating a system that provides incentives for licensing, 
formalisation is a process that must involve regulating mining practices, providing 
social protection for miners, ensuring environmental protection for communities, 
creating fair trade, and offering alternative livelihood promotion through skills 
transfer (Maconachie and Hilson, 2011). One of the biggest institutional challenges to 
managing a formalised AM sector includes building the capacity to monitor, evaluate 
and enforce the social and environmental regulations that are needed to make AM 
more sustainable.

5.3.2 Formalisation. Has the government put procedures in place to formalise 
artisanal mining? 

regulation of trade and labour. In a large number of cases, artisanal miners become 
victims of exploitative relationships with the production chain designed in such a way 
that miners tend to perpetually depend on financiers. Even in instances where miners 
get significant financial rewards, their general lack of formal education and casino 
mentality limit their capacity to make profitable and sustainable investments. They 
often indulge in wasteful spending, run out of money fast and revert to artisanal 
mining again.

Reform Priority: High
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Question background
Empowering AM operators at the bottom of the value chain, and facilitating an 
enabling environment where they can engage in more sustainable mining practices, 
will require knowledge transfer and support in a variety of areas including: mineral 
valuation, environmental management and sensitisation on legal and regulatory 
requirements.

Knowledge transfer and capacity building in AM operators is an important pillar in 
Sierra Leone’s Artisanal Mining Policy 2011. AM is also addressed in the Core Minerals 
Policy under Objective 5, ‘Improve the Regulation and Efficiency of Artisanal and 
Small-scale Mines’, where the government states that it will: a) encourage the 
dissemination of marketing information; and b) encourage technical training to 
improve mine planning, mineral processing, prospecting and exploring skills in the 
sector. However, despite these references to the importance of training, capacity 
building and knowledge dissemination for those involved in AM, the main policies and 
Acts governing the sector do not outline mechanisms to do so, nor provide any 
indication of who should be transferring the knowledge. As a result, awareness raising 
and information dissemination in Sierra Leone’s AM sector continues to be poor and 
AM operators are unaware of basic regulations relating to the sector. Moreover, despite 
the existence of a number of simple strategies that miners and mining communities 
can undertake to mitigate the detrimental impacts of AM, there are few mechanisms to 
promote such strategies. The MMMR should be more fully involved in training and 
information dissemination. Furthermore, in implementing the provisions of the Local 
Content Agency Act, mining companies could assist in knowledge transfer to artisanal 
miners by introducing them to sustainable mining techniques and/or alternative 
livelihood skills. 

5.3.3 Knowledge transfer. Are there mechanisms in place to facilitate 
knowledge transfer to ASM operators?

Reform Priority: High

Question background
Informal AM activity tends to be damaging to the environment but environmental 
protection and health and safety are rarely priorities for the informal AM operator. 

5.3.4 Environmental concerns. Has the government put effective measures in 
place to mitigate the environmental degradation caused by AM?
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Reform Priority: High

Environmental degradation caused by AM is currently a major problem in Sierra 
Leone. There are provisions in the MMA to mitigate the environmental impacts of AM. 
For example, artisanal miners are required to rehabilitate mined out areas. However, 
implementation and enforcement of these provisions is limited. Some of these 
provisions lack clarity, such as the description of mined out areas, making enforcement 
difficult. In some respects, the legacy effects of artisanal mining also constrain the 
government’s ability to demand reclamation of mined out areas. Given that most of the 
sites where artisanal miners operate are areas that had previously been mined and 
abandoned, it may be unfair for current license holders to be required to reclaim mined 
out areas. These issues notwithstanding, a more formalised AM sector would allow the 
government to put more effective measures in place to mitigate environmental 
degradation. As noted in 5.3.2, formalisation could enable the government to regulate, 
educate and train AM operators more effectively. 
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PRECEPT 6: NATIONALLY OWNED RESOURCE COMPANIES

Nationally owned companies should be accountable, with well-defined mandates and 
an objective of commercial efficiency.

Not applicable given that there is no nationally owned resource-company in Sierra 
Leone.
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Question background
Non-renewable resource extraction is intrinsically unsustainable. To ensure 
intergenerational fairness, the country must plan for a time when reserves are 
depleted, or at least when the available revenue streams decline. This running down of 
a natural asset requires actions to accumulate equally productive assets, saving and 
investing some amount of revenue resources in order to generate future income 
streams and maintain growth once resources have been depleted. This will enable 
future generations to benefit from the current exploitation of natural resources. 
Governments therefore face important decisions regarding how much resource 
revenue to spend now or save for the future. 

PRECEPT 7: SAVING AND ALLOCATING REVENUE

The government needs to decide how to best invest its revenues in an efficient way that 
maximises welfare and promotes equity both across society and between generations. 

7.1     SAVING

7.1.1 Is Sierra Leone saving an appropriate amount of its resource 
revenues for future generations?  

At present, limited domestic revenues mean that the government does not save. 
Instead, through implementation of the AfP, it is attempting to meet the country’s 
urgent development needs. This will not only benefit the current generation but, by 
putting the economy on a sustainable economic growth trajectory, it will also provide 
a basis for future generations to benefit from natural resource revenues. Sierra Leone 
has a huge infrastructure and skills gap, estimated at USD59 to 278 million per year by 
the World Bank (Pushak and Foster, 2011). Therefore, as discussed further in 7.2.1, 
spending rather than saving resource revenues could currently offer much greater 
benefits, with significant economic and social returns for both current and future 
generations. The prospect of a population dividend given the large base of Sierra 
Leone’s population pyramid (over 73 per cent of the population is below 35 years and 
39 per cent below 15 years (GoSL, 2013a)) increases the potential intergenerational 
benefits from well-managed investment in the current generation further still. 

However, while spending now can benefit future generations, the existing composition 
of government spending suggests that the welfare of the current generation is the 
priority or at least is given a higher weight than that of future generations. Without 
further analysis it is difficult to establish how much the benefits to each generation 
differ between capital expenditure and recurrent expenditure. It can be argued that 
recurrent expenditure can accrue benefits to future generations, with, for example, 
spending on salaries of employees in the health and education sectors classified as 
investment in human capital. However, it is generally assumed that capital 
expenditure is more likely to also benefit future generations.  

Reform Priority: High
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Capital spending was 30 per cent of the budget in 2014, estimated at 36.6 percent in 
2015 and is projected to slow down to 33.1 per cent in 2016 (GoSL, 2015a). Yet, while 
capital expenditure has been increasing in recent years, the current spending 
trajectory shows that recurrent expenditure significantly exceeds capital expenditure 
(figure 7.1.1). Recurrent expenditure (with salaries assuming the greatest share) has 
been and is likely to continue trending upwards, above the level of domestic revenues 
but below that of revenues and grants combined. In contrast, there is little change 
projected in capital expenditure when compared to recurrent expenditure in the 
medium term despite the targets of the A4P.21  

Source: IMF Fiscal Tables

Increased non-concessional debt financing also suggests that the welfare of the current 
generation is given a higher weight than that of future generations. There has been an 
upward trend of borrowing since the Heavily Indebted Poor Countries, and the 
Multilateral Debt Relief Initiative (MDRI) debt relief initiatives in 2007.22  Debt 
accumulation, if used to finance infrastructure projects and human capital 
improvements, can enhance the welfare of both current and future generations. 
Foreign debt, under the oversight of the IMF, mainly fulfils the purpose of financing 
infrastructure and Sierra Leone scores well in terms of debt sustainability, with only 
moderate risk of debt distress (IMF, 2014). However, the 2013 Debt Sustainability 
Analysis (DSA) did not include foreign loans that will be taken to finance the A4P, some 
of which will be non-concessional. In particular, the Mamamah airport, which is 
estimated at US$312 million, is not included in the 2013 IMF DSA. This will have 
significant implications for future generations, as financing the project may in part be 
non-concessional, imposing high debt service on future generations. Domestic debt 
has been steadily increasing over the period and has been used to finance salaries and 
other recurrent expenditure. Together, this pattern of debt accumulation puts a burden 
on future generations and potentially puts their needs secondary to the current 
generation.

21It should be noted that, with the contribution of resource revenues to domestic revenue still relatively small 

(averaging 21 per cent in 2012-14), these current and projected increases in recurrent spending are perhaps not a 

reflection of increased resource revenues, but other revenue sources. Therefore they may not imply that the current 

generation is given a higher priority with regards to resource revenue specifically.
22The IMF also provided debt relief in March 2015 of USD 29.2 million under the Catastrophe Containment Relief 

Trust.
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Given limited revenues and the country’s urgent development needs, it appears that 
the current focus for the government in relation to ensuring both current and future 
generations benefit from current resource revenues should be on continuing to develop 
infrastructure and human capital whilst taking steps to better manage increasing 
recurrent expenditure and rising debt. Indeed, the prevailing economic climate 
suggests that the saving of resource revenues is still some years off. That said, there 
does need to be some saving for stabilisation purposes even during this period (see 
Precept 8).

However, the spending-saving decision needs to be better informed than it is at 
present. The collapse in commodity prices and the subsequent disruption to the 
country’s largest mining projects have resulted in considerable uncertainty about 
revenue inflows over the medium term (SLESB Interview 29, 2015). There is also yet to 
be a comprehensive study or needs assessment of current and future generations, 
including a study on the benefit streams that affect expected welfare. Such benefits 
include employment, infrastructure development, and training and skills transfers. 
This should be considered against possible costs such as environmental degradation 
and livelihood costs to farmers and fishers. Once the net benefit is fully incorporated, 
this can give a clearer picture of welfare. Knowledge of these benefit streams can also 
affect fiscal projections as increased employment translates into additional tax revenue 
for the government. Such studies will help the government make a more informed 
spending-saving decision and support the design of the fiscal rule provided for in the 
PFM Act, which will govern the use of resource revenues when more significant 
amounts are collected (see 7.1.2). 

Question background
A fiscal rule serves to manage the use of resource revenues. This rule controls how 
much is channelled towards spending and how much is saved. It can also govern what 
categories of expenditure can be financed by resource revenues. The fiscal rule can be 
counter-cyclical or procyclical. A counter-cyclical rule ensures overall public 
expenditure remains the same regardless of the level of resource revenue inflows, while 
a procyclical rule allows for increased expenditure when resource revenues are high 
and decreased expenditure when revenues are declining. Another important 
consideration is what resource revenues are covered by the fiscal rule, with 
comprehensive coverage required for the rule to be most effective.

Sierra Leone currently does not have a fiscal rule that governs the saving decision. 
However, the government has agreed in principle with the IMF on a fiscal rule which 
would restrict and control the degree to which resource revenues are spent and 
promote savings (Gardner et al., 2012). Parliament has passed the Public Finance 
Management Bill into law but at the time of writing this report, the bill awaits the 
assent of the President. It is uncertain at this point, when the rule will come into force. 
It is important also that PFM Regulations are prepared to roll out the PFM Act after it 
has received presidential assent. 

7.1.2 Design of the fiscal rule. Does the proposed design of Sierra Leone’s 
fiscal rule theoretically provide sufficient savings for future generations 
and include a broad definition and coverage of resource revenues?

Reform Priority: High
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The fiscal rule requires all extractives revenues to be deposited in a Transformational 
Development Fund Account (TDFA). This rule links the level of expenditure to 
non-extractive revenue collection in the preceding year, and only permits expenditure 
on ‘transformational development projects’ identified in the annual budget. As noted 
in 7.1.1, these transformational development projects should have high returns given 
the low level of infrastructure in Sierra Leone and should benefit both current and 
future generations. As was written in section 78 of the PFM act: ‘The amount of 
transfer during a financial year from the Transformational Development Fund Account 
to the main bank account of the Treasury Single Account for meeting expenditures for 
transformational development projects under the State budget shall not exceed the 
amount which is calculated by multiplying non-EIR indicated in the most recent 
audited financial statements of the Consolidated Fund by a reference value prescribed 
by regulations.’ The reference value will be set so as to maintain a balance between 
revenues and expenditures over a twenty-year period (though this may not be 
appropriate given the volatility in commodity prices, length of the current forecasting 
period and general weakness in accurately forecasting revenue and expenditure).

The rule does not specify a set amount to be saved. However, any surplus revenue 
accumulates in a stabilisation fund, the Transformational Development Stabilisation 
Fund, which will be used to smooth expenditure over a twenty-year period. Then, when 
larger amounts of resource revenues are accumulated and the stabilisation fund has 
reached a specified threshold, revenues will be deposited in a savings fund, the 
Intergenerational Savings Fund (see figure 8.2.1). 

Question background
Fiscal rules only have their intended impact on revenue management and thereby a 
country’s development if they are actually complied with. Previous performance in 
public financial management is likely to provide a reasonable indication of the 
potential for compliance with a newly imposed rule, at least initially. In some countries 
there are institutions or legal requirements that encourage the government to comply 
with the fiscal rule, such as in Chad, Mongolia and Timor-Leste.23   Equally important 
is publically available information to enable wider monitoring of compliance and 
promote accountability. 

7.1.3 Compliance. Has there been adherence to targets in the past/will 
there be adherence to the fiscal rule?

23In Chad, the Collège de Contrôle et de Surveillance des Ressources Pétrolières has the power to block transfers of 

oil revenues into the budget if it deems that the government is not complying with spending rules. In Timor-Leste, 

the judiciary required the government to return hundreds of millions of dollars to the Petroleum Fund, which it 

deemed had been withdrawn illegally (SLESB Interview 34, 2015).
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Budget credibility remains a challenge in public financial management (PFM) in Sierra 
Leone. The joint 2014 and 2015 Multi-Donor Budget Support Performance Assessment 
Framework (MDBS-PAF) indicated that there has been a recent improvement in 
budget credibility, as evidenced by the narrowing gap between actual and budgeted 
expenditure (GoSL and MDBS Partners, 2015). However, the 2014 Public Expenditure 
and Financial Accountability (PEFA) Assessment highlighted poor budget credibility, 
with GoSL scoring a D in section PI-1, having deviated from the budget by more than 
15 per cent on average in all of the 3 years under review, 2010-2012 (see table 7.1.3). 
The government also scored a D in section PI-16 as a result of frequent and significant 
in-year budget adjustments that were not always carried out in a transparent manner.24  
In general, the government has a record of fiscal slippages on account of the high 
extra-budgetary expenditures and relatively low domestic revenue collection, with less 
than 12 per cent of GDP collected compared to an average of about 18 per cent for low 
income countries (IMF, 2011a). There is also high dependence on donor 
disbursements, which can be unpredictable, thereby complicating budget 
management.

Table 7.1.3: 2010 and 2014 PEFA indicators on Budget credibility  

Source: 2014 PEFA Report (Coffey International Development Ltd., 2014).

As a result of these challenges, while the fiscal rule may not come into force for some 
time, the current perception is that the likelihood of the government initially following 
the fiscal rule is low. However, with a stronger economy and fiscal position, this may 
change in the long term.

PFM Out-turns: Credibility of the 2014 Score 2010 Score Change 
Budget 

PI-1 Aggregate expenditure out-turn           D           B Decline 
 compared to original approved 
 budget 

PI-2 Composition of expenditure           D+           C Decline 
 out-turn compared to original 
 budget 

PI-3 Aggregate revenue out-turn           D           C Decline 
 compared to original 
 approved budget 

PI-4 Stock and monitoring of           B+           D+ Improve 
 expenditure payment arrears 

Reform Priority: High

24The above indicators were selected as they relate to budget credibility. Please see the full PEFA report for other 

indicators. For more information on PEFA scoring methodology, please see: 

http://www.pefa.org/en/content/methodological-guidance-and-practical-tools
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To protect the government against the temptation to renege on the fiscal rule, it is 
important that the rule itself, the relevant triggers and the amounts spent/saved each 
year are made public, facilitating oversight from civil society and other non-state 
actors. There should also be credible incentives and penalties, which can act as a 
deterrent to reneging and be enforced in the event that the government fails to follow 
the rule. Issues of transparency and accountability are covered to some extent in the 
PFM Act – e.g. allocations made based on the rule will be done via the budget which is 
publicly available – but these areas need to be further developed in subsequent 
regulations. 

Question background
Given the decision of how much to save, the next decision pertains to the form of 
savings. Savings should be invested in a manner that earns the best social return for 
the country. A choice has to be made whether to invest in foreign or domestic assets, 
and whether such investments should be long term or short term. For many domestic 
investment projects in countries with low capital stocks, yields are likely to be higher 
than investment in foreign assets (such as foreign debt and equity). However, 
consideration also has to be given to domestic economic capacity and bottlenecks (in 
the construction or finance sectors for example), so as to avoid domestic inflation, and 
government capacity to manage large investment projects. Scaling up of public 
investment therefore has potential growth benefits, but expansion at a rapid pace risks 
resource misuse, inflationary pressures, Dutch Disease effects, and heightened 
macroeconomic volatility. In such a case, it can be advisable to invest in offshore assets 
to ensure returns are being earned, and gradually inject more resources into the 
economy as absorption capacity increases.  

As noted in 7.1.1, the limited revenues that the government currently generates are 
invested in domestic projects.25  Given Sierra Leone is starting from a low capital base 
and there has been downward trending inflation in recent years, the benefits to citizen 
are still very high from this domestic investment. Studies have found that 
infrastructure investment is beneficial to growth and productivity and has positive 
externalities/spill-over effects for other areas including public health, energy 
efficiency and manufacturing. There have been significant increases in domestic 
capital expenditure in recent years. 

7.2    ALLOCATION

7.2.1 Does the government invest savings in assets to earn the highest 
expected social returns over the long-term, and to avoid domestic 
inflation?

Reform Priority: Medium

25The Government of Sierra Leone does not invest in foreign assets as the government does not generate enough 

revenue to save presently. However the Bank of Sierra Leone invests its reserves internationally, which is the main 

type of foreign investment that the country engages in. As at January 2015, investments in foreign assets (fixed 

deposit investments) included USD 112.52 million, GBP 90.70 million and EUR 85,000.00 (Financial Markets 

Department, BSL).
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Available data show that domestic expenditure on roads increased to an average of 6.7 
per cent of total expenditure during 2012-2014 from 2.7 per cent in 2009-2011. 
Spending on roads is expected to increase to an average of 13.9 per cent of total 
expenditure in 2015-16. Similarly, spending on energy rose to 2.1 per cent of total 
spending in 2012-2014 relative to 1.8 per cent in 2009-2011. This is projected to 
average 4.4 per cent during 2015-16 (GoSL, 2014a).26 Canning and Bennathan (1999) 
found that returns to investment in roads and electricity-generating capacity are 
complementary with human capital investments and that there are high diminishing 
returns if investments are increased in isolation. Therefore, investments in physical 
capital should be matched by complementary investments in human capital.

Inflation has been declining in recent years, despite increased spending, with the 
year-on-year national inflation returning to single digits in the fourth quarter of 2013, 
the first time in four years (see figure 7.2b). This situation has been assisted by a 
combination of proactive monetary policy, stable exchange rates, stable world food 
prices and increased domestic food production. However, the Ebola outbreak has 
resulted in a decline in domestic supply, and a resulting increase in inflation to 9.8 per 
cent at the end of 2014. In addition to the absorptive capacity of the economy, the 
capacities of ministries, departments and agencies (MDAs) affect the return on 
domestic spending.  

Source: MoFED Data  

Source: MoFED Data  

26The percentages include both government and international commitments. 
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From the analysis, the government’s decision to invest domestically is appropriate. 
However, reform is still needed in this area. Sierra Leone has several development 
needs and a relatively small resource envelope to meet those needs. As such, projects 
with the highest returns should be a priority when investing resource revenue. 
However, there is no available report or analysis on the rate of return of public 
investment projects. For government funded capital projects, no feasibility studies are 
done nor are internal rates of return (IRRs) calculated. No evaluations are carried out 
either before or upon completion of projects to determine whether the returns of 
projects justify the investments. The only exception is the proposed new airport at 
Mamamah, for which Ernst and Young carried out an economic viability study.27  
Given the ambitions of the A4P and the associated investment in domestic projects, the 
Public Investment Management (PIM) Unit has recently been established in the 
MoFED and will be responsible for evaluating the capital budget.28  As a result, the 
Public Investment Programme (PIP) has been prepared and included in the budget 
since 2014. However, the PIM Unit still needs to be fully staffed with appropriately 
skilled personnel to be fully functional and achieve its tasks.   

Question background
Successful revenue distribution relies on public administrative systems that are 
effective and minimise the risks of misappropriation. The capacity of local councils, as 
spending agents who receive allocations from central government, is therefore key to 
this. Central government should link revenue distribution to the expenditure 
responsibilities of local governments and be proactive in building the capacity of local 
governments to manage these responsibilities. 

7.3    DISTRIBUTION.

7.3.1 Capacity of subnational government. Do local government entities, 
to whom revenue is distributed, have the ability to manage revenues? 

An over centralised government system, which excluded the majority of the 
population, was cited as a key cause of the conflict in Sierra Leone (Srivastava and 
Larizza, 2011). The Local Government Act 2004 provides a robust legislative 
framework for political, fiscal and administrative decentralisation across 19 local 
councils. However, a significant weakness is the lack of guidance on natural resource 
revenue sharing with most of these revenues treated like any other revenue stream. The 
majority of resource revenues go directly into the Consolidated Revenue Fund (CRF), 
together with other tax and non-tax revenues collected. 

Reform Priority: Medium

27An IRR has been calculated for this project; however this report is not yet public.

  There is currently no formal legislation that governs the PIM Unit with its anchor legislation currently the 

Government 28Budget and Accountability Act. However, the draft PFM Bill refers to this new unit. 
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From this collective pot, allocations are made to the various spending agents, including 
the local councils. The Local Governments Equitable Grants Distribution Formulae 
provides information on allocations to each of the 19 local councils. Each year a 
seminar is held with all relevant stakeholders to determine the weightings for the 
forthcoming budget cycle. Weightings incorporate population size and level of 
infrastructure. The formula is revised annually in order to maintain equity among 
councils (Coffey International Development Ltd., 2014). Transfers are used to finance 
administrative costs and devolved functions. Transfers to local councils amounted to 
8.9 per cent of non-interest non-salary recurrent expenditure in 2015 but are expected 
to decline to an average of 7.7 percent in 2016 and 2017. Transfers represent only 0.36 
percent of GDP during the period. (GoSL, 2015a). Additional funds are transferred to 
local councils for community development projects on a case-by-case basis (as local 
government development grants). 

Though local council capacity has been improving, they still do not possess sufficient 
capacity to carry out their functions, suffering from multiple weaknesses in areas of 
planning, internal audit, procurement, monitoring and evaluation systems, as revealed 
by a recent Comprehensive Local Government Performance Assessment System 
(CLoGPAS) report (SL PFM Reform Strategy, 2014). Notably, pressure to improve in 
some of these areas is undermined as a result of local councils still having limited 
autonomy over their functions. Line ministries continue to exert significant control by 
insisting on funds being allocated to realise strategic goals. Local government capacity 
is also influenced by the timing of transfers from central government. Though the 
timing of transfers are predictable they have become “reliably late” usually between 
three and six months (Coffey International Development Ltd., 2014). The 2010 PEFA 
Report on Local Councils gave a score of D (PI.1-3). Furthermore, the amounts 
received in the past have deviated from budgeted amounts in the past: by 2.5 per cent, 
24.1 per cent and 6.3 per cent in 2010, 2011 and 2012 respectively (Coffey International 
Development Ltd., 2014). This is stated as a problem in the 2014 PFM Reform strategy 
and one of the causes of the lack of budget credibility of local councils. Another factor 
is overestimation of revenue generation by councils. Finally, management of revenues 
is seen to be affected by the uneasy relationship between local councils and chiefdom 
authorities which seems to exist in the management of development funds and 
projects.

Capacity building of councils still remains a significant priority. The Public Financial 
Management Reform Unit (PFMRU), Local Government Finance Department 
(LGFD), Internal Audit Department (IAD) and Decentralisation Secretariat have been 
working to address weaknesses highlighted in the PEFA and CLoGPAS reports. An 
in-depth review will be carried out to inform the establishment of processes which will 
strengthen councils PFM operations and ensure the timely recording and reporting of 
their activities (GoSL, 2014d). There has also been realignment of roles and 
responsibilities of finance staff based on monitoring and evaluation visits to Freetown 
City, Kenema City and Kenema District Councils. The Internal Auditors of local 
councils have been trained to use PETRA, a new accounting system. Budget 
management sessions have also been organised for chief administrators with the 
objective of improving budget performance in councils that were identified as an area 
of weakness during the 2010 PEFA assessment. Most of these capacity building 
projects are donor funded, the main donors being the AfDB, European Community, 
UK-DFID and the International Development Association (IDA) (Bennett, 2015).  
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Question background
Resource revenue distribution aims to achieve several objectives. One such objective is 
to compensate local communities who have been displaced or disrupted by resource 
extraction and have suffered damage to their property or livelihood. Some distribution 
is also intended to address legal or perceived ownership rights over the resource 
through transfers to subnational government entities such as local councils or 
chiefdoms. However, in most countries, the state owns and control any minerals found 
within its borders regardless of who holds the surface rights. In such countries, 
resource revenue distribution should therefore not result in disproportionate benefits 
accruing to communities in mining areas and should be used to benefit the national 
population as a whole. These considerations are important for maintaining political 
stability and preventing social conflict.

The government has developed mechanisms for revenue redistribution to local 
communities from both industrial and artisanal mining activities which are overseen 
by the MMMR and NMA. S138-141 of the MMA 2009 requires small- and large-scale 
mining companies that meet specified criteria to pay into a Community Development 
Fund (CDF) to implement local development projects as set out in a Community 
Development Agreement (CDA) between the company and primary host community. 
The MMA 2009 requires no less than 0.01 percent of a company’s gross revenue to be 
paid into the CDF, but some MLAs require a higher amount, up to 1 percent. Once the 
CDA is agreed by the community and the company, it must be signed off by the 
Minister of Mines. As noted in 5.2.3, given the risk of CDAs being dominated by 
companies’ wishes and being captured by the local elite, the government has not 
encouraged the development of CDAs until sufficient guidelines are in place. 
Companies therefore have entered into their own arrangements with communities. 
However, a model CDA is now close to being finalised at which point companies will be 
required to sign CDAs. 

The Diamond Area Community Development Fund (DACDF), which was established 
in 2001, supports development projects in artisanal diamond mining areas. This fund 
receives 25 percent of the government’s three per cent diamond export tax (imposed 
on artisanally mined diamonds). According to the MMMR, estimated flows into the 
fund have been increasing gradually in recent years from USD 604,016 in 2012 to USD 
727,752 in 2014. Money put into the fund is distributed to Local Councils and 
Chiefdom Administrations based on artisanal mining licenses issued.

The fund aims to support education/training, infrastructure development, small and 
micro-enterprises development and improved marketing opportunities for 
agricultural output. Projects are selected by a committee representing community 
members. One notable example of the use of the DACDF was for infrastructural 
development within the Jaima Nimikoro Chiefdom in Kono District. This included the 

7.3.2 Ownership rights, extraction costs and equality. Does the 
government ensure an appropriate balance between compensating 
communities for the impact of extraction, honouring ownership rights 
of resource wealth and maintaining equality across society?

Reform Priority: Medium
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construction of a road network between Jagbema and Komao, a court barray, a school 
and a bridge connecting two communities, which reportedly led to increased school 
attendance. Before the construction of the bridge, most children were unable to attend 
school as flooding had made it impossible to cross the river.

Surface rent is also paid to owners of the land on which large-scale mining takes place. 
This payment is agreed between mining companies and landowners, though, as noted 
in 5.1.3, this process can often be captured by local elites. The companies pay directly 
to the paramount chiefs in a ceremony witnessed by the MMMR and the Ministry of 
Local Government and Rural Development. The total amount paid to each chiefdom is 
based on the total amount of land area occupied by the company. The money is 
distributed as follows: landowners, 50 per cent; paramount chief, 15 per cent; district 
council, 15 per cent; chiefdom administration, 10 per cent; constituency development 
fund 10 per cent (GoSL, 2010). 

While the above mechanisms seek to redistribute revenue to communities in mining 
areas, the government is attempting to reduce poverty and inequality across the 
country as a whole. The 2011 Household Survey showed a reduction in poverty from 
66.4 per cent of the population in 2003 to 52.9 per cent in 2011. The Gini coefficient 
calculated for per capita consumption, on the other hand, decreased from 0.39 to 0.32 
between 2003 and 2011, indicating a fall in national equality levels. However, the 2011 
levels of inequality vary substantially across districts. The highest level is in Bombali 
district with a value of 0.42 and the lowest in Tonkolili with a value of 0.21 (GoSL, 
2013a). A high incidence of poverty and inequality therefore remains a challenge, 
which the government acknowledges in the A4P. Over half the Sierra Leonean 
population live in poverty and 45 per cent of households are food insecure (GoSL, 
2013a). As such, it was agreed at the National Transformation Conference in 2012 that 
there is the need to use natural resource wealth to reduce poverty and inequality in the 
country. The government aims to tackle these problems by providing conditional and 
unconditional cash transfers under the social protection system, and affordable 
housing and social insurance in accordance with pillar six of the A4P. Other initiatives 
include SLL92.13 billion being spent on improved access to portable water in the 
provinces, bridging the gap between regions like Bonthe, Pujehun, Kono, Kambia, 
Koinadugu, Kailahun and Western Area (Rural) with the main cities Freetown, Makeni 
and Bo. The government is implementing measures to increase energy supply in rural 
areas by constructing thermal plants in provincial districts and reinforcing low and 
medium voltage distribution networks, alongside the Barefoot College Solar 
Programme. There has also been increased spending on roads to better connect rural 
areas to the main cities. 

However, it should be noted that spending by the government to address poverty and 
inequality has come from total domestic revenues and donor support and not 
specifically from natural resource revenues. Going forwards, the possibility of these 
transfers coming from resource revenue is questionable given the PFM act dictates that 
resource revenues be used to finance key transformational development projects and 
not recurrent expenditure (GoSL, 2016).  
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Question background
Revenue volatility is often a primary concern for countries dependent on extractive 
industries. As future revenues are uncertain, government investment planning is 
difficult, with the risk of overspending on poorly planned projects in boom times and 
harsh spending cuts when prices or production fall. The resulting volatility of exchange 
rates, inflation and government spending adds to the level of uncertainty in the 
economy and can cause businesses to spend in a manner that exacerbates the volatility 
problem. The most reliable, long-term solution is to reduce revenue dependence on 
resource extraction. Diversifying the economy, particularly the tax base, away from the 
extractive sector can ensure a supply of government revenues that is not tied to the 
fortunes of one industry. However, diversification may not be suitable for all countries 
given the context (see discussion in precept 10). 

PRECEPT 8: VOLATILITY AND SMOOTHING OF DOMESTIC 
SPENDING

The government should smooth domestic spending of revenues to account for revenue 
volatility. Over the long-term this requires diversifying the economy to reduce revenue 
dependence on extractive activities. It also means choosing from a number of various 
strategies – hedging contracts, accumulating foreign assets, adapting the tax regime – 
depending on what is most appropriate. Finally, transparency measures are important 
to ensure the appropriate use of instruments. 

8.1     VOLATILITY. 

8.1.1 Revenue volatility. Does the government account for, and have an 
explicit objective regarding, revenue volatility so that spending is 
relatively stable?

In 2013, mineral exports accounted for approximately 90 per cent of total exports and 
revenue from the sector was an estimated 2.6 per cent of GDP and 21.2 per cent of 
domestic revenues (GoSL, 2014a).29  The latter figure categorises Sierra Leone as a 
resource dependent country, and this dependence will increase over time as 
production expands and companies begin to pay corporation tax. This dependency was 
highlighted in 2014 when the declining global price for iron ore (see figure 8.1.1a) and 
the resulting cash flow difficulties of the two key mining companies resulted in 
shortfalls in mining royalties to the government. Projected revenue from iron ore was 
Le 180 billion, while the realised revenue was only Le 98 billion. As a result of this, and 
combined with the late disbursement of budget support from donors, there was higher 
domestic debt financing than anticipated and accumulation of arrears during the year, 
which were only cleared by the end of the year through expenditure cuts and 
reallocation (SLESB Interview 31). 

Reform Priority: High

29Revenues here include PAYE and corporation tax unlike the definition of revenues in figure 8.1.1b, which excludes 

this. 



101

Source: IMF Commodity Prices

However, government spending does not appear to be directly influenced by mining 
revenues. Projections show that revenues from mining royalties and licensing will 
remain at an average of 0.6 per cent of GDP during 2015-17. Domestic revenues 
amounted to 10.8 of GDP per cent in 2014 and fell to 10.5 per cent of GDP in 2015 
reflecting the impact of Ebola and the closure of iron ore mines, but is expected to 
improve to 10.9 per cent and 12.0 per cent in 2016 and 2017 respectively as the 
economy recovers. Expenditures amounted to 20.1 per cent of GDP in 2015 and are 
expected to decline to an average of 19.0 per cent during 2016-17. The overall deficit 
(excluding grants) deteriorated to 9.6 per cent of GDP in 2015 from 8.7 per cent in 
2014, but is expected to improve to an average of 7.5 per cent in 2016-17 (according to 
IMF & GoSL Staff Estimates in 2015). Domestically funded capital expenditure 
increased from 2.8 per cent of GDP in 2014 to 2.9 per cent in 2015, but will decline to 
an average of 2.7 percent in 2016-2017.  This lack of a trend (as depicted in figure 
8.1.1b) suggests that fiscal spending is planned independent of extractive revenues to a 
large extent.

Source: IMF Fiscal Tables30

Nevertheless, the government recognises that fluctuations in resource revenues could 
present difficulties in budgetary management and the wider economy, especially since 
the government is a big contributor to the economy, with spending of about 20 per cent 
of GDP in 2014 (GoSL, 2014a). As discussed in 7.1.2, it has proposed a counter-cyclical 
fiscal rule that, if implemented successfully, will promote stability in government 

30These revenues only include non-tax revenues, but the trend would be similar if tax revenues were included.  
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Question background
Diversification and expanding the tax base is a long-term strategy for managing 
volatility. In the short run, countries can borrow or draw on a savings/stabilisation 
fund (if such a fund exists) to buffer potential revenue shocks. Revenue volatility can 
also be influenced by the design of the extractive industry tax regime, by managing the 
flow of revenues in and out of the budget, and by decisions about which types of 
expenditure are more volatile than others. The government should seek to understand 
whether shocks are temporary or permanent in order to make informed decisions on 
managing volatility and to adapt accordingly. 

Domestic debt is currently the main policy instrument used to address revenue 
volatility. In particular, the 91-day, 182-day and 364-day Treasury bills are sold to the 
market (mainly commercial banks) when there is revenue shortfall/to close the fiscal 
gap. The government also temporarily borrows from the Bank of Sierra Leone (BSL) 
using Ways and Means Advances.31  In 2014, domestic borrowing was 6 per cent above 
the initial target. Ways and Means Advances also accumulated during the year, but 
were cleared in accordance with the BSL Act 2011. 

Short term debt financing as a policy instrument to address volatility is appropriate if 
evaluated based on the ease and the availability of domestic financing as there has been 
high and sustained levels of liquidity in the domestic debt market in recent years. 
Interest rates have also been steadily declining from an average of over 25 per cent in 
2012 to about 4 per cent in 2014. Furthermore, following HIPC in 2007, debt to GDP 
declined from about 149.4 per cent in 2006 to 41 per cent in 2014 (PDMD, MOFED, 
2016). While debt to GDP is estimated to have increased slightly to 43.8 per cent in 
2015, it still appears that, if new debt is growth enhancing, the debt stock can be 
increased without adversely affecting debt sustainability. Nevertheless, consideration 
should be given to the potential for significant domestic financing to crowd out the 
private sector. Indeed, this is perceived to be one of the reasons why access to credit 
remains a constraint in Sierra Leone (World Bank, 2015). 

8.1.2 Policy instruments. Are the policy instruments chosen by the 
government to address revenue volatility in the short-term appropriate 
given the context? 

31Ways and Means Advances is an overdraft facility at BSL limited to 5 per cent of the previous year’s domestic 

revenue, and must be repaid within 91 days according to the BSL Act 2011

expenditures over the medium to long term. It also recognises the country’s growing 
dependence on the extractives sector and has made one of the key objectives of the A4P 
an increase in other sources of revenue generation. The longer term component of this 
strategy is the diversification of the economy towards agriculture, tourism, fisheries 
and manufacturing with a focus on value addition. Another component is directed at 
improving the collection of revenues from the non-mining sector in the short to 
medium term by (i) reducing customs and GST duty waivers; (ii) combating tax 
evasion across all sectors; (iii) strengthening and modernising the NRA through 
administrative reforms and (iv) increasing the use of Information Technology to 
facilitate the tax collection process (GoSL, 2013a). 

Reform Priority: Low
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Commercial banks have little incentive to engage in private lending given it is easier 
and safer to lend to the government. Furthermore, excessive use of Ways and Means 
Advances equates to an introduction of high powered money into the economy by the 
BSL, which can be inflationary.

Going forwards, the main objective of the TDSF is to ensure that fluctuations in 
resource revenues do not disrupt government expenditure, especially on capital 
projects. This is appropriate given the development needs of Sierra Leone. However, 
the fiscal rule governing the fund (see discussion under 7.1.2) is based on revenue and 
expenditure projections over a twenty-year period which may not be appropriate given 
the volatility in commodity prices, length of the forecasting period and general 
weakness in accurately forecasting expenditure.   

Commercial banks have little incentive to engage in private lending given it is easier 
and safer to lend to the government. Furthermore, excessive use of Ways and Means 
Advances equates to an introduction of high powered money into the economy by the 
BSL, which can be inflationary.

Going forwards, the main objective of the TDSF is to ensure that fluctuations in 
resource revenues do not disrupt government expenditure, especially on capital 
projects. This is appropriate given the development needs of Sierra Leone. However, 
the fiscal rule governing the fund (see discussion under 7.1.2) is based on revenue and 
expenditure projections over a twenty-year period which may not be appropriate given 
the volatility in commodity prices, length of the forecasting period and general 
weakness in accurately forecasting expenditure.   

Question background
There is no guarantee that current and future decision-makers will effectively use 
policy instruments for managing revenue volatility. For instance, stabilisation funds 
may be raided, or not replenished in boom times, while borrowing may quickly become 
unmanageable/unsustainable. The use of these instruments can be particularly 
opaque given their complexity and the ease with which financial transactions can be 
hidden or obscured from public scrutiny. Strong accountability measures are required 
to ensure that relevant information is disseminated to the public in a timely manner, in 
order to enable citizens to hold the government accountable. 
  

8.1.3 Accountability. Does/will the government publish an account of 
instruments used to manage volatility?  

8.1.3 Accountability. Does/will the government publish an account of 
instruments used to manage volatility?   
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The government publishes its medium-term budget as well as reports and bulletins on 
key macro-fiscal indicators. The 2014 PEFA score for comprehensive information 
included in the budget is an A. However, a great deal of government operations still go 
unreported (D score for PI-7) (Coffey International Development Ltd, 2014). The types 
of debt instruments, the level (stock), change (flow), interest rates, interest payments 
and main creditors are published annually in the Public Debt Bulletin. Debt data are 
also available in the Economic Bulletin. Both publications are available on the MoFED 
website. The Public Debt Management Division also prepares and publishes a Debt 
Sustainability Analysis and a Medium Term Debt Strategy (MTDS). 

With regards to the fiscal rule, provision is made for accounting, reporting and 
auditing of the fund in the PFM Act (Schedule). However, there are no penalties for 
non-adherence to these requirements.  Given the challenges faced by government in 
budget execution, both in terms of the level and composition of spending, rules for 
publication and penalties need to be clearly stated as the government further develops 
the fiscal rule and the associated regulations. 

Reform Priority: Medium

Question background
A savings fund is a type of natural resource fund owned by the government, whose 
principal financing comes from resource revenues. Savings funds are established to 
address various objectives (Question 8.2.2), including the need for guaranteed 
multi-year financing. Although savings funds can be advantageous to governments 
and their citizenry, in cases where governance is particularly poor a savings fund is 
likely to lead to large-scale corruption and revenue leakage. In such cases, it may be 
better not to have a savings fund given the high costs related to it. 

8.2     SAVINGS/STABILISATION FUND. 

8.2.1 Appropriateness of a fund. Is it appropriate for Sierra Leone to 
have a savings fund? 

Presently, there is no stabilisation or savings fund in Sierra Leone. The PFM Act 2016 
establishes two funds: the Transformational Development Stabilisation Fund (TDSF) 
and the Intergenerational Savings Fund (ISF). Figure 8.2.1. outlines the different 
funds under the new PFM Act. According to the fiscal rule, management of resource 
revenues will be prioritised in the following order: (i) Transformational Development 
(TD) projects (ii) Stabilisation/managing volatility (if balance is above TD project 
requirement) and lastly (iii) Saving for future generations (if balance of TDSF reaches 
a maximum threshold).

Reform Priority: High
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It is appropriate for Sierra Leone to have funds for both stabilisation and to save for 
future generations. Given revenue volatility, a stabilisation fund will ensure key 
development projects are completed as the government implements the A4P and closes 
the infrastructure gap. Moreover, a savings fund will allow future generation to share in 
resource revenues even when those resources have been depleted. Further, given that 
windfall revenues from the mining sector have not yet been realised, Sierra Leone can 
use this time to set up both a stabilisation fund and a savings fund, and put in place 
appropriate legislation to ensure good revenue resource management when revenues 
increase significantly. 

Figure 8.2.1: Resource Revenue Management and the Stabilisation and Savings Funds 
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Source: PFM Act 

For Sierra Leone to fully capture the benefits of these two funds, good governance 
should take precedence. The Government of Sierra Leone’s past experience in budget 
credibility has been poor (see Table 7.1.3), and accounting, recording and reporting 
has been average. The 2014 PEFA report produced the following scores: timeliness 
and regularity of account reconciliations – B; availability of information on resources 
received by service delivery units – C; quality and timeliness of in-year budget reports 
- B+; quality and timeliness of annual financial statements - D+ (Coffey International 
Development Ltd., 2014). Over the last two years, there has been some progress in 
budget implementation since the PEFA study was carried out. However, Sierra Leone 
has not been able to improve its score given by the Transparency International 
Corruption Perception Index for a number of years (it currently ranks 119 out of 175 
with a score of 29 out of 100). Governance must be significantly improved if Sierra 
Leone is to operate a stabilisation/savings fund that is credible and not mismanaged. 
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Question background
There are several reasons for establishing a natural resource fund. The fund can be 
used to smooth expenditure and prevent “boom-bust’’ spending cycles and/or to save 
for future generations. A fund is also recommended if the country currently does not 
have the right absorptive capacity to spend revenues. Poor administrative capacity can 
lead to wastage and low economic capacity to inflation (see precept 9). The fund can 
also help mitigate Dutch Disease by sterilising large capital inflows and taking away 
pressure on the exchange rate and prices. In developing countries, savings funds can 
limit the discretion of politicians by separating or ‘ring fencing’ resource revenues and 
earmarking revenues for public investment projects.

The stabilisation fund (TDSF) will consist of revenues transferred from the 
Transformational and Development Fund Account (TDFA) or revenues accumulated 
as interest, dividends, returns and profits resulting from the investment of funds in the 
TDSF. If in a given fiscal year the amount deposited into the TDFA exceeds the amount 
required to fund transformational projects, the excess will be transferred to the TDSF. 
In the case where extractive revenues are less than the amount required to fund 
transformational projects, the difference will be withdrawn from the TDSF. When a 
legislated balance in the TDSF is reached, funds will be transferred to the second fund, 
the Intergenerational Savings Fund (ISF) where it will be invested for the benefit of 
current and future generations. Figure 8.2.1 illustrates the flow of resource revenues 
between various Government accounts and the savings funds.

The fiscal rule, which determines how much revenue is transferred from the TDFA to 
the Treasury Single Account (TSA) uses a reference value of revenue and expenditure 
over a twenty-year horizon. This takes a modified Permanent Income Hypothesis 
(PIH) approach to savings and stabilisation, which is argued to be appropriate for 
resource-rich developing countries like Sierra Leone (IMF, 2012). For countries on a 
development path like Sierra Leone, future generations are expected to have higher 
non-resource income than current generations as the economy grows. As such, it may 
be optimal to bring expenditure forward as an additional unit of consumption may 
yield a higher marginal utility to the current generation. For example, the marginal 
benefits of roads, schools and hospital is higher for the current generation as current 
infrastructure is poor, while future generations will start from a higher infrastructural 
base and will thus gain a lower marginal utility from such investments. Using resource 
revenues to finance transformational development (via the TDFA and TDSF) before 
making savings allocations (via the ISF) fulfils this purpose. Once resource revenues 
have increased, savings can increase to build up a buffer of non-resource assets for 
future generations, but in the interim, the focus on stabilisation is appropriate. 

Withdrawals from the TDSF will be made to finance transformational development 
expenditure that has already been appropriated for in the budget. This is positive. 
Resources that flow to institutions set up outside the budget complicates existing PFM, 
introduces new avenues for corruption and mismanagement and weakens existing 

8.2.2 Objectives of the stabilisation fund. Are the objectives of the fund 
clear and appropriate for the country’s situation?

Reform Priority: Low
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accountability measures, as these parallel expenditures are not subject to the same 
reporting or public procurement requirements as spending from the normal budget. 
This is especially advantageous given Sierra Leone’s current PFM performance.  

Question background
Governments establishing or maintaining natural resource funds should ensure there 
is good governance. Research on existing resource funds suggests a six-step process for 
good governance (Natural Resource Governance Institute and Columbia Centre on 
Sustainable Investment, 2014). This entails: (i) setting clear objectives of the fund in 
an official document/legislation, (ii) establishing fiscal rules for deposits to and 
withdrawals from the fund in line with stated objectives which act as a commitment 
mechanism, (iii) establishing investment rules to prevent substantial losses, (iv) 
clearly stating the responsibilities of fund managers and ensuring no ethical breaches 
or conflict of interest, (v) regularly disclosing key information and audits to encourage 
compliance with fiscal and investment rules; and lastly (vi) establishing strong 
oversight bodies to monitor fund behaviour and enforce rules. 

8.2.3 Savings fund governance. Given that the government intends to use 
a savings fund for stabilisation, has it ensured that there are clear rules, 
accountability systems and a clear mandate?

Reform Priority: Medium

Table 8.2.3: Governance of the Savings Fund (Based on PFM Act)  

(i)  Objectives of the fund: Low priority  

 The PFM Act clearly states in Schedule: 2. (1) “The objective of the 
Transformational Development Stabilization Fund is to insulate 
expenditures for transformational development projects under the state 
budget from large fluctuations in extractive industries revenues”. See 
discussion in 8.2.2 for an analysis for the objectives.

(ii)  Fiscal rule governing deposits to and withdrawals from the fund: Low 
priority

 
 This is stated in the PFM Act, Part IV, Subsection 77. All public money 

received from the extractives sector will be deposited into the fund. 
Withdrawals from the fund are explicitly linked to domestic investments or 
development-related expenditures and will flow through the government’s 
budget. The fiscal rule for withdrawals does not state a fixed percentage or 
amount, but is based on the level of the resources envelope (TDA balance) 
relative to the appropriated TD expenditure (see figure 8.2.1). 
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(iii)  Investment strategy: Medium priority  

 According to the draft Bill, the assets of the TDSF shall not be invested in (a) 
securities issued by a Sierra Leonean issuer, real estate located in Sierra 
Leone, or funds or companies or similar arrangements, the primary purpose 
of which are to invest in Sierra Leone; or (b) covered bonds secured with 
assets mentioned in paragraph (a). By investing in foreign assets, the fund 
establishes a buffer against domestic shocks, which is good for the 
stabilisation aspect. Parking money abroad also gives time for 
investing-in-investing (Collier, 2010), that is, building up capacity to utilise 
monies well domestically at a later date. For the purpose of stabilisation, the 
fund should predominantly invest in liquid foreign assets that the 
government can easily draw on in time of revenue shortfall. Another positive 
feature of the draft Bill is that it explicitly states that the fund will not be used 
as collateral for government debt, thus preventing the temptation for the 
government to over-borrow.

 The draft legislation has highlighted key ‘don’ts’ of the investment strategies, 
but ‘dos’ are not clearly stated. For example, there should be some legislation, 
regulation or fund policy on the allocation between cash, fixed income 
investment, equities, etc; as well as an overall statement on the risk level and 
the time span of the portfolio of assets.

(iv)  Responsibilities of fund managers and ethical standards: High priority
 
 In accordance with the PFM Act, the Bank of Sierra Leone will be responsible 

for the management of the TDSF and ISF. BSL will advise the minister, 
appoint and oversee any other fund managers and approve investment 
policies for the fund.  The bank will also be tasked with all duties related to 
recording and reporting. In theory, BSL is independent of the government, 
however, given that both the governor and deputy governor are politically 
appointed (BSL Act 2011) and the political environment in Sierra Leone, this 
independence in function and decision making can be questioned. In terms 
of efficiency, BSL has experience managing and investing international 
reserves where a conservative investment policy is maintained. 

 
 In managing the fund, BSL will follow the investment policy which is 

determined and reviewed (at least once a year) by the Minister of Finance 
and Economic Development (PFM Act, Schedule). When the ISF is 
established, the minister will recommend an Investment Advisory 
Committee, which will be appointed by parliament and will also serve to 
inform investment policies. The Investment Advisory Committee will be set 
up for the ISF, but it is not stated if the same committee will advise on 
investments of the TDSF; nor is it stated how the Committee will work with 
BSL (PFM Act, Schedule).
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 Furthermore, the legislation is silent on which department of BSL will be 
responsible for managing the fund, how much the bank will be compensated 
for its services (which will be drawn directly from the respective fund) and 
does not explicitly state that reserves investments will remain separate from 
the fund. The Bill also states that "The Bank (of Sierra Leone) shall not be 
liable for any loss incurred in connection with the investment and 
management of the Funds, unless such loss results from gross negligence or 
wilful misconduct in the performance of the responsibilities by the Bank." 
Misconduct is recognised as a liability of BSL but clear penalties are not yet 
stated. It is also not stated if fund officials will be required to disclose 
information about their financial interest in any mining projects. 
Government officials and Bank of Sierra Leone staff are subject to the 
Anti-Corruption Act 2008 which requires officials to declare all assets. Abuse 
of office and abuse of position are also offences under the Act, Part IV 
subsections 43 and 44. Albeit, good governance dictates that clear penalties 
and fines be stated.

(v)  Regular disclosures and audits: Low priority
 
 The Statement of Investment Policy, Standards and Procedures will set out 

benchmarks against which the performance of the TDSF and ISF as a whole 
will be assessed, as well as the classes of investments and individual 
investments for each fund. Additionally, the Statement will also set standards 
for reporting the investment performance of the TDSF and ISF. Performance 
benchmarks have not yet been set. 

 
 The Bank of Sierra Leone shall ensure that financial statements for both the 

TDSF and ISF are prepared for each financial year in accordance with 
International Financial Reporting Standards (IFRS) and submitted to the 
Auditor General not later than three months after the end of the financial 
year. The Auditor General or his/her appointed auditor shall audit the funds 
on an annual basis and the report will also be published on the MoFED 
website. Furthermore, no later than six months after the end of the financial 
year, the BSL shall submit to the Minister of Finance the audited financial 
statements and accompanying reports. These documents will be presented to 
Parliament by the Minister and published on the website of the Ministry of 
Finance and Economic Development (MoFED).

(vi)  Independent oversight bodies: High priority
 
 Withdrawals for expenditures are subject to the same scrutiny as other 

budgetary expenditure since transfers are made from the TDSF to the TSA. 
Parliament is responsible for approving appropriations to the budget. 
However, given the capacity constraints of parliament in Sierra Leone, there 
may be approval of some short-term expenditure that contradicts long-term 
development plans. Both the UK Government and the African Capacity 
Building Foundation are currently providing capacity building support to the 
Sierra Leone Parliament. That said, parliament might not be the best 
oversight body as, in addition to capacity, independent oversight is most 
effective when the oversight body has expertise in the topic being 
investigated. Two other criteria for the oversight body is access to 
information and enforcement powers.  
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32Nigeria also has a sovereign wealth fund, but ranks poorly for governance (42/100), hence why Ghana is taken as 

the regional best practice. For more info please see: http://www.resourcegovernance.org/rgi/countries

Given the situation of the country, particularly the difficulty of predicting the future 
course of prices as a small open economy and price taker, GoSL ought to weigh these 
rules against flexibility to respond to changing circumstances. To provide some degree 
of flexibility, the government can employ a mechanism to regulate deviations or 
alterations to the rules, subject to public debate and formal oversight. 

In terms of regional examples, Ghana scores 63/100 in the NRGI Governance index 
(Natural Resource Governance Institute and Columbia Centre on Sustainable 
Investment, 2013). Ghana’s sovereign wealth fund has clear objectives, a clear 
investment strategy and penalties for misconduct of fund managers, though there are 
still issues of conflict of interest and ethical standards for fund managers. Ghana has 
also set up (by law) an independent Public Interest and Accountability Committee to 
monitor and police the fund, which Sierra Leone can learn from.32 
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Question background
Public financial management (PFM) is a key element of the development process. 
Sound PFM supports aggregate control, prioritisation, accountability and efficiency in 
the management of public resources and delivery of services, which are critical to the 
achievement of public policy objectives. In countries with weak public spending 
bureaucracies and small economies, effective investment can be challenging. 
Government systems may be too small to manage larger budgets and carry out 
assessments before project selection. In addition to ability, there may be issues of 
willingness to follow established rules and incentives to engage in corrupt activities. 
Finally, poor transparency and accountability can lead to high rates of leakage 
throughout the spending process. Improving PFM is an essential foundation for 
managing resource revenues and achieving development goals. 

Government initiated a long-term PFM Reform Strategy and began the process of 
modernising the PFM system through the Integrated Public Financial Management 
Reform Project (IPFMRP) during the period 2009-2013. The IPFRMP, which was 
completed in June 2014, sought to improve public service delivery and governance of 
public resources. There were significant progress/achievements in the main 
components of the project (GoSL, 2015): 

I. Strengthening macro-fiscal coordination and budget management. This 
included training staff on macro-fiscal forecasting, revising the Medium Term 
Expenditure Framework (MTEF), establishing and strengthening budget 
oversight committees in government ministries, departments and agencies 
(MDAs). For example, the PIM unit was established and a medium-term debt 
strategy produced. 

II. Reinforcing key aspects of the control system to support improved service 
delivery. Outcomes included an updated legal framework, improved public 
procurement practices, tightened payroll controls, a strengthened internal 
audit, improved accounting procedures in the Ministry of Finance and 
Economic Development (MoFED) and MDAs and further publication of Public 
Expenditure Tracking Survey (PETS), contributing to an effective control 
environment in MDAs. 

PRECEPT 9: EFFICIENCY OF PUBLIC SPENDING

Resource revenues are an opportunity for governments to increase their capacity to 
undertake public spending, and to increase the capacity of the economy to absorb 
further investment. This requires managing spending policies to avoid economic 
decline and improve public spending management. 

9.1    ADMINISTRATIVE CAPACITY.

9.1.1 PFM Reform. Does the government have a credible PFM Reform 
Strategy?  

Reform Priority: Low
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III. Establishing and maintaining sustainable and capable central finance 
functions. For example the Integrated Financial Management Information 
System (IFMIS) was rolled out and PFM capacity building conducted.

IV. Assisting non-state actors’ (NSAs) scrutiny, including publication of the 
maiden Citizens’ Budget in 2012 and capacity building of NSAs via training on 
the PFM cycle.

Despite these improvements, challenges remain in some specific areas. In particular, 
budget credibility is a challenge as the government has slipped in three out of four of 
the PEFA indicators (PI-1 – PI-3) in the 2014 review, compared with the 2010 review 
(Coffey International Development Ltd., 2014), moving from scores of B, C, C in 
aggregate expenditure out-turn, expenditure composition and revenue out-turn to 
scores of D, D+, D respectively (see table 7.1.3). 

To address these challenges and build on earlier progress, the government has 
developed a medium-term PFM Reform Strategy for the period 2014-2017.  This is 
supported under the new Public Financial Management Improvement and 
Consolidation Project (PFMICP) funded jointly by the Multi-Donor Budget Support 
Partners.  The government has indicated its commitment to improve fiscal discipline, 
strengthen budget credibility and ensure value for money as agreed under the 
Multi-Donor Budget Support Performance Assessment Framework (MDBS-PAF). The 
components of the PFMICP are as follows. 

1. Enhancing Budget Planning and Credibility. The objectives of this 
component are to: strengthen the macro fiscal forecasting and public investment 
functions of government, improve overall budget planning, and strengthen systems 
and procedures for budget formulation.

2. Financial Control, Accountability, and Oversight. The objectives of this 
component are to: strengthen financial control in government, improve accountability 
systems and practices, and enhance independent and public oversight in the 
management and use of central government public finances.

3. Supporting the Strengthening of Revenue Mobilization and 
Administration Systems. The objectives of this component are to: strengthen 
revenue policy and oversight of revenue collection, improve the efficiency and integrity 
of revenue administration to increase domestic revenue, and integrate revenue 
systems within the overall PFM system

4. Strengthening Local Governance, Financial Management and 
Accountability Systems. The objectives of this component are to: improve the 
financial management systems in local councils, and strengthen the accountability and 
oversight institutions to contribute to enhanced service delivery efficiency and 
effectiveness.

5. PFM Reform Coordination and Project Management. The objective of this 
component is to ensure a continued strong institutional framework to coordinate and 
oversee the implementation of the PFM Reform Strategy as a whole as well as manage 
the implementation of the proposed project. 
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With respect to external oversight and audit, the PFMICP will support Audit Service 
Sierra Leone (ASSL) establish stronger capacity for performance and systems-based 
audits. It will also support capacity enhancement of parliamentary committees that 
review the budget and appropriations bill, audited financial statements, audit reports 
on agencies and government programmes that address transparency issues, such as 
the Transparency Committee.  

It should be noted that the government does not specifically use natural resource 
revenues for these reforms. The literature on PFM reform in Sierra Leone suggests that 
reform plans have been heavily directed by PFM diagnostic assessments, which were 
primarily funded by the international community (Tavakoli, 2012 and GoSL, 2014d).

Reform Priority: High

Question background
The long-term objectives of PFM reform depend on continuous efforts to build 
capacity in all government PFM institutions, including local councils. 
Capacity-building requires a review of the underlying and organisational processes to 
maximise the benefits of training. This is usually done through assessments like PEFA 
and Country Procurement Assessment Review (CPAR), as well as self-diagnostic 
exercises. 

The Audit Service of Sierra Leone (ASSL) undertakes audits of spending and funds 
utilisation by MDAs in executing their mandates. While the audit is based on spending 
performance and not on spending capacity, the government has used audit reports in 
the preparation of its 2014-2017 PFM Reform Strategy. In addition to external audits, 
MDAs and local councils also conduct internal audits and self-diagnoses to identify 
shortcomings/needs (SLESB Interview 33, 2015).

Reforms related to spending MDAs are targeted at both central and subnational 
government entities. The Institutional Reform and Capacity Building Project (IRCBP) 
and IPFMRP support various capacity building programmes at both the central and 
local levels. These include legal and regulatory PFM reforms, revenue forecasting, 
budget planning and execution, accounting and reporting, internal and external audit, 
procurement, and external oversight including building the capacity of parliament and 
NSAs. The government also plans to strengthen the capacity of the Budget and Finance 
Committee and Public Accounts Committee in order to improve oversight of all 
spending agencies.

At the central government level, the newly set up PIM unit will be trained to evaluate 
capital spending projects of various big-spending line ministries such as the Ministry 
of Energy and Ministry of Transport and Aviation. At the subnational level, as 
discussed in 7.3.1, the government intends to renew its efforts to build the capacity of 
local councils and chiefdoms and will carry out an in-depth review to define and 
establish processes that meet the needs of local governance operations (GoSL, 2014d). 
Data on spending by local councils, which is now recorded in the PETRA financial 
management system, will facilitate revision of funding arrangements for local councils.    

9.1.2 Capacity building. Has the government considered using resource 
revenues as an opportunity to initiate projects to enhance learning and 
development of government spending agencies based on identified 
capacity constraints?
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Spending MDAs are also organising and sourcing their own capacity building 
programmes. For example, part of the three per cent of revenue collection that is 
returned to the National Revenue Authority (NRA) is used for capacity building (SLESB 
Interview 29, 2015). The National Minerals Agency (NMA) has a budget for training 
and other revenue collecting MDAs have also pursued capacity building programs.

Although there is a broad strategy for improving spending capacity, clear specific 
objectives need to be set with realistic targets. MDAs are given budget ceilings within 
which they must operate, but the efficiency of that spending (which is related to 
capacity) is not directly targeted. In addition, there is no process for agencies to learn 
from previous mistakes, or admit in an open environment any mistakes made. Such a 
mechanism would improve capacity building outcomes. 

While significant capacity building is taking place, the constraints facing spending 
MDAs are numerous and currently beyond the resources available from both 
government and donors for capacity building programmes. As seen in the discussion 
above, most capacity building for spending MDAs is donor funded due to limited 
government resources. Resource revenues are currently insufficient to significantly 
change this situation. 

Question background
Corruption related to public sector spending largely depends on the manipulation of 
procurement processes. A procurement process which restricts the scope for 
manipulation and makes identification of corrupt practices likely is therefore key to 
reducing corruption in public spending. The discretionary power of MDAs to select the 
contractors involved in implementing a project or providing goods and services should 
be limited by requiring contracts to be awarded through competitive, public and 
transparent processes. Internal control mechanisms should be in place to restrict and 
monitor expenditure, with all expenditure made on-budget to ensure that these 
mechanisms are applied. Anti-corruption institutions should have oversight of the 
procurement process and sufficient authority to prosecute any public officials found to 
be involved in corrupt practices. External monitoring should be facilitated by 
multi-year budgets for projects being made publically available.

Part V of the National Public Procurement Act 2004 sets out methods of procurement 
while Section 5 states that “Public procurement shall be undertaken by means of 
advertised open bid proceedings, to which equal access shall be provided to all eligible 
and qualified bidders without discrimination, subject only to the exceptions provided 
in sections (38, 39, 40 and 41)”.35 However, adherence to this law continues to be an 
issue. Competitive bidding processes are often not followed.  Failure to ensure 
compliance with the procurement manual - despite substantial training of

9.1.3 Corruption and the procurement process. Does the government 
have a credible plan to reduce opportunities and incentives for 
corruption in public spending practice?

Reform Priority: High

35These exceptions are clearly defined situations in which other methods can be used such as in the case of a 

national emergency and for the purpose of state security.
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procurement staff under IPFMRP at both the central and local government level - and 
limited coordination of procurement plans with budgeting and budget execution 
remain a challenge. The auditor general’s report (2013) was scathing on the 
government procurement process stating that “uncompetitive and unfair 
procurement processes, inadequate contract management and missing tender 
documentation were observed during the course of the audit. In many cases there 
was no evidence of fair, transparent and competitive processes being followed in 
awarding contracts.” The 2014 PEFA Assessment Report noted that the number of 
procurement contracts above the materiality threshold that go through open 
competition has been declining in recent years. This is reflected in a marginal decline 
in the PEFA indicator PI-19 - transparency, competition and complaints mechanism in 
procurement - to a C in the 2014 review, down from a C+ in 2010 (Coffey International 
Development Ltd., 2014)). 

These findings do not necessarily indicate the existence of corruption in the 
procurement process. As discussed more fully in 2.2.3, Sierra Leone has made some 
considerable progress towards reducing endemic corruption following the creation of 
the Anti-Corruption Commission by the Anti-Corruption Act of 2000, and the 
strengthening of its independence and prosecutorial powers in 2008. It has a broad 
National Anti-Corruption Strategy (the current strategy spans 2014-18), the 
implementation of which is monitored by the National Anti-Corruption Strategy 
Steering Committee, a civil society umbrella group. The government has also adopted 
various other measures to improve the fight against corruption. These include the 
implementation of the African Peer Review Mechanism (APRM) in 2011 and the 
Extractive Industries Transparency Initiative (EITI), the establishment of  “Integrity 
Management Committees” within government MDAs and support to the “Pay No Bribe 
Campaign” and “I paid a Bribe” project (SLESB Interview 30, 2015). 

Despite this progress, weaknesses in the government’s approach to tackling 
corruption, including the low rate of corruption related convictions and inconsistent 
application of anti-corruption legislation is evident. Indeed, Sierra Leone still ranks 
poorly in international corruption ratings, ranking 119 out of 167 countries (with a 
score of 29 out of 100) in the 2015 Transparency International Corruption Perception 
Index.36  

Question background
Multi-year planning and production of medium-term budgets, if properly 
implemented, will result in greater impact from limited resources. The Medium Term 
Expenditure Framework (MTEF) is often used for this. The strength of the MTEF 
process is dependent on the types of projects included in the medium-term budget, 
and how these projects fit into the wider development strategy as well as being good 
value for money (in terms of yielding a high rate of return). However, while the term 
MTEF implies a focus on expenditure, the process also requires robust revenue 
forecasting and planning around financing.

8.2.3 Savings fund governance. Given that the government intends to 
use a savings fund for stabilisation, has it ensured that there are clear 
rules, accountability systems and a clear mandate?

36Sierra Leone’s Transparency International ranking has fluctuated between 2012 – 2015 (between 119 and 131 

over the period) but the scores remain fairly constant 31, 30, 31 and 29 respectively. This implies that corruption 

in Sierra Leone is not perceived to have changed significantly, but changes in corruption perception of other 

countries have resulted in a changes in the ranking. 
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Under the Medium Term Expenditure Framework (MTEF), the government produces 
and published a three-year rolling budget. The MTEF is separated into a strategic 
phase (introduced in 2012), which then informs the budget allocation phase. The 
strategic phase calls for the development of a Budget Framework Paper by July of each 
year, which sets out the medium-term estimates, strategies, risks, and recommends 
strategies for the preparation of next year's budget. The preparatory stage then 
includes projection of revenues stream, expenditures and macro-economic indicators 
over a three year period, which allows the government to phase its budget priorities 
over the medium term. Fiscal projections of MoFED are usually discussed with the 
IMF review missions to arrive at the final macro-fiscal framework, which underpins 
the budget. The MDAs are then informed of the projected resources available and the 
ceilings for the medium term through the budget call circular, after which they develop 
their strategic plans which are submitted to MoFED for review and discussion during 
budget hearings. On the completion of these hearing, MoFED develops the MTEF and 
presents it to Parliament for endorsement.

There have been significant improvements in the development and implementation of 
the MTEF in the past two years including: improved budget planning with the 
introduction of activity based budgeting, strengthened public investment 
management, strengthened budget execution, and improvements in the integrity of the 
government payroll. However, while project selection for the medium term budget is 
largely based on the relevant sector strategies and development objectives in the A4P 
(Annex 3 of the budget), it is unclear if projects are matched to a strategy pre-selection 
or fitted into a strategy post-selection. Currently there is no available report or analysis 
of the rate of return for public investments, nor has it been common practice to 
conduct feasibility studies37.  This shortcoming will be addressed by the recently 
established PIM unit, and a Project Preparation Facility has been established to 
provide financing for the conducting of feasibility studies. Furthermore, although the 
budget is prepared using the MTEF, recurrent cost implications are not adequately 
considered in planning government expenditure. For example, the significant increase 
in capital expenditure on road networks in recent years may require an increase in the 
allocation to the recurrent budget for routine maintenance. There are also some 
systems which lead to extra-budgetary expenditure and currently undermine the 
budgetary process and threaten the success of the PFM Act.   

Reform Priority: Medium

Question background
Government budgets are the main documents by which policy objectives are chosen 
and acted on, and the framework which sets out how resources are collected, allocated 
and spent. There should be transparency, accountability and oversight throughout the 
budgetary process. Governments should make the budget (and associated 
information) publicly available in a timely manner and there should be opportunities 
for civil society and the general public to engage in discussions on how finances 

9.1.5 Accountability. Is fiscal and budget information accessible to the 
public and open to public scrutiny?  

37The only exception is the proposed new airport at Mamamah, for which a study was carried out and an IRR 

calculated by Ernst and Young (SLESB Interview 28, 2015). 
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are raised and spent. Lastly, there should be a high level of engagement by formal 
oversight bodies such as parliament. These three criteria - transparency, participation 
and oversight - are used to measure how open a government’s budget is, which is an 
indication of the degree of accountability in the process. 

The Budget is prepared by the government with input from Budget Oversight 
Committees, which comprise of community and religious leaders and civil society 
representatives, and the Budget Advocacy Network, a conglomeration of various civil 
society groups. The Budget and Statement of Economic and Financial Policies is then 
presented to parliament by the Minister of Finance and Economic Development at 
least two months prior to the financial year to which the budget relates. Parliament 
spends two or three weeks debating the budget and MDAs are normally invited by to 
justify their budget allocations. In principle, MDAs that cannot justify their allocation 
are supposed to be prevented from accessing resources for their programmes. (SLESB 
Interview 31, 2015). 

Once enacted, copies of the Budget and Statement of Economic and Financial Policies 
are sold at the government bookshop and distributed for free at the MoFED. These 
documents are also posted on the MoFED website (www.mofed.gov.sl). Non-state 
actors also prepare a Citizens Budget, which is a simplified version of the government 
budget that can be easily understood by the public. This is also available on the MoFED 
website. After publication, the budget is debated on radio and television by civil society 
and opposition parties, with occasional participation from the Minister of Finance and 
other senior government officials. The budget is also discussed at public forums 
attended by parliamentarians, district budget oversight committees, civil society, 
media and other non-state actors. In terms of budget implementation, public 
availability information on revenue collection has improved in recent years, 
particularly with regards to extractive revenues (see 4.3.1). The Public Accounts 
Committee of Parliament conducts public hearings on the audit report of the 
government’s spending produced by ASSL. MDAs are invited to respond to specific 
issues raised in the report on their respective MDA activities. However, despite this 
range of avenues for public scrutiny, the government can only be held to account by 
Parliament or the Anti-Corruption Commission. 

Sierra Leone’s overall score has improved significantly in the latest Open Budget 
Survey, from a score of 39 out of 100 in 2012, to 52 out of 100 in 2015. Since 2012, the 
government has increased the availability of budget information by publishing the 
Citizens Budget, improving the comprehensiveness of the enacted budget, and by 
making available in-year and year-end reports. However, the government still needs to 
make progress in making the pre-budget statement and mid-year review available to 
the public. Furthermore, Sierra Leone’s score of 31 out of 100 indicates that the 
provision of opportunities for the public to engage in the budget process is weak, 
though this is higher than the global average score of 25. The legislature also provides 
weak oversight during the planning stage of the budget cycle and limited oversight 
during the implementation stage of the budget cycle (score of 36 out of 100). This 
makes it challenging for citizens to hold the government accountable for its 
management of public money. Audit oversight by ASSL is believed to be adequate as 
the country scored 67 out of 100 in this area. The report presented several 
recommendations to improve budget transparency including: publishing the 
pre-budget statement and the year-end report; publishing the budget cycle timetable; 
increasing the comprehensiveness of the Executive’s Budget Proposal by presenting 
more information on the classification of revenues for the budget year, data on debt 
and interest for the budget year; and providing detailed feedback on how public 
perspectives have been captured and taken into account.  
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Sierra Leone has seen significant growth since its decade-long civil war, which 
destroyed infrastructure and affected the absorptive capacity of the economy. 
Government hosted the Sierra Leone Conference on Transformation and Development 
in 2012 in order to better understand the drivers of the economy and some of the 
constraints. This was done with the intention of informing the preparation of the A4P. 
However, absorptive capacity is not effectively taken into account when the 
government makes spending decisions. 

Limitations to absorptive capacity in Sierra Leone stem from labour market 
constraints, financial sector constraints and bottlenecks in the construction and other 
service delivery sectors. The World Bank Diagnostic Trade Integration Study (World 
Bank, 2013) and World Bank Doing Business Report (World Bank, 2015) provide an 
indication of some of the determinants of economic capacity in Sierra Leone. The 
Doing Business rankings are summarised in table 9.2.1.

Question background
High expenditure of resource revenues can affect the wider economy, causing 
inflationary pressures. Absorptive capacity can be increased by supporting businesses 
to produce and import the goods and services required to meet the extra demand 
caused by higher government spending plans, thus mitigating inflationary pressures. 
Widening supply chain bottlenecks particularly in finance and construction is also 
useful for increasing absorptive capacity. 

9.2    ECONOMIC ABSORPTIVE CAPACITY.

9.2.1 Absorptive capacity. Does the government take into account the 
country’s absorptive capacity when scaling up spending using resource 
revenues? 

Reform Priority: High
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38Sierra Leone’s overall rank remained constant at 140 between 2014 and 2015. The score changed from 52.78 to 

54.58 over the period, which implies that although there was an improvement of 1.8 percentage points, other 

countries had larger improvements in the business environment relative to Sierra Leone, hence the constancy of 

ranking. 

The rankings related to economic capacity are highlighted in the table above. From 
this, it can be deduced that economic capacity depends on (i) infrastructure such as 
electricity, transport (road, ports and airports) which can push prices up and create 
supply bottlenecks (ii) the finance sector which creates an impediment for new 
companies entering the market, hence limiting supply and (iii) government systems 
that impose costs on the private sector and its ability to do business. 

 DB 2015 DB 2014 Change in 
 Rank  Rank Rank

Starting a business 91 87 -4

Dealing with construction permits 120 119 -1

Getting electricity 172 183 +11

Registering property 158 161 +3

Getting credit 151 147 -4

Protecting minority investors 62 61 -1

Paying taxes 130 123 -7

Trading across borders 133 137 +4

Enforcing contracts 109 109 No change

Resolving insolvency 143 143 No change

Table 9.2.1 World Bank Doing Business 201538 

Question background
Investments in critical infrastructure are needed to improve supply of goods. This 
process requires that spending plans (related to capacity enhancement) be 
coordinated and sequenced across years to ensure that the spending necessary to 
alleviate capacity constraints is undertaken in earlier periods. Any plans should be 
informed by consultations with the private sector which is a key stakeholder and 
clearly communicated once a policy is set.  

9.2.2 Planning and communication. Does the government have a plan to 
increase absorptive capacity and has this been communicated to the 
private sector?  
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Reform Priority: Low

Pillar 4 of the A4P aims to improve international competitiveness by enhancing both 
administrative and economic capacity. As such, objectives and strategies for 
infrastructure development are outlined for improving electricity supply (section 
3.4.3), road networks for the benefit of mining, agriculture and manufacturing (section 
3.4.4), air and sea transportation (section 3.4.5) and information and communications 
technology (section 3.4.5). There are plans to construct vocational training schools for 
SME development and growth centres as part of the drive to increase supply from 
Small and Medium Enterprises (SMEs). There are also plans to construct shared 
border control posts to improve regional trade and the supply of goods (GoSL, 2013a). 
Some of these projects have been included in the medium term budget (GoSL, 2014a). 

The World Bank Diagnostic Trade Integration Study (World Bank, 2013) found that an 
effective public-private sector consultative mechanism with the capacity to initiate and 
influence trade policy is a necessity to successfully implement and achieve trade related 
areas of the A4P. Apart from the large scale mining companies, the private sector in 
Sierra Leone is characterised by a large number of small actors, most of which operate 
informally. Previous efforts to create a framework for public-private dialogue have 
yielded limited success, mainly due to lack of capacity of private sector associations to 
effectively influence public policy dialogue. The UNDP-led Private and Financial Sector 
Development Project supports Sierra Leone’s efforts to improve the country's 
investment climate and aims to build the government capacity to enter into sustainable 
and beneficial Public-Private Partnerships, in accordance with the 2014 PPP Act. The 
2010 Act established the PPP Unit, which operates out of State House, to promote 
better government-private sector cooperation. 

Meetings and consultations with the private sector were used in drafting the A4P, 
though the private sector was not represented in all the sector-specific working groups. 
Government agencies such as SLIEPA, Sierra Leone Business Forum and the Ministry 
of Trade and Industry, facilitate consultation with the private sector through the Sierra 
Leone Chamber of Commerce, SLIBA, Chamber of Mines, Chamber of Agriculture, 
Business Development, Sierra Leone Association of Manufacturers, Importers and 
Exporters Association and many others. The government also uses the national gazette 
to communicate with the general public, including the private sector, on its laws, 
policies and programmes. The government has also developed a communication 
strategy on doing business reforms and regularly informs the public, including the 
private sector. As part of the Ebola response and recovery efforts, there has been 
improved dialogue between the government and the private sector. Notably, the Ebola 
Private Sector Mobilisation Group was established to facilitate this dialogue. 
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Reform Priority: High

Question background
There are a number of specific infrastructural issues that can limit economic growth.  A 
minimum level of infrastructure is critical for ensuring the effective functioning of the 
economy and is an important factor in determining the location of economic activity 
and the types of activities or sectors that develop in a country. High costs of and access 
to infrastructure, including roads, electricity, water and ICT, pose serious constraints 
to doing business and thus hinders economic growth. On the other hand, a 
well-developed infrastructure can reduce the effect of distance between regions, 
integrate the national market with markets in other countries and attract international 
capital; all of which has a bearing on private sector performance and economic growth. 
It can also help reduce income inequalities and poverty, as a well-developed transport 
and communications infrastructure network is a prerequisite for less-developed 
communities to access core economic activities and services. 

Table 9.2.3: Infrastructure in Sierra Leone

9.2.3 Business environment. Does Sierra Leone have well-functioning 
infrastructure that is conducive to a competitive business environment? 

(i)  Well-functioning primary cities including urban administration, planning 
and licensing: High priority

 Freetown remains the main city for administration. For instance, a business 
license must be requested from the Municipality of Freetown (World Bank, 
2015). As a result, Sierra Leone scores poorly for ease of dealing with 
construction permits and registering property, ranking 120 and 158 in the 
2015 WB Doing Business Report. As part of the A4P, the government plans to 
decentralise the Office of the Administrator and Registrar General.

(ii)  Sufficient transport networks connecting primary cities: High priority

 Sierra Leone has an estimated 11,311 km of roads, of which 8,207 km are 
classified as Class A, B or F roads (primary, secondary, feeder) (World Bank, 
2013). There is 119km of classified roads for every 1000km squared. This is 
above the level of low-income African countries (96km) and resource-rich 
African countries (98km), but below that of middle-income African countries 
(278km) (Pushak and Foster, 2011). That said, the country only has a paved 
road network of 906 km, representing 8 per cent of the total road network. 
The roads connecting Freetown to Makeni, Bo and Kenema, Kabala, Port 
Loko, Kambia and Magburaka are in good condition, but other secondary 
cities are not as well connected, as roads are unpaved making transport 
difficult during the rainy season. Sierra Leone ranked 111 (score of 3.0) for 
quality of roads in 2014 (World Economic Forum, 2014). The Road 
Maintenance Fund Administration was established in June 2010 and there 
have been improvements to roads in recent years. Township roads in all 
district headquarters and Freetown have either been reconstructed or are 
under reconstruction.  
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(iii)  Sufficient power: High priority

 With regard to power generation, significant progress has been made in the 
area of reforms in the energy sector and improving electricity supply in the 
country. Total state-owned installed capacity is an approximate 100MW, 
including the 50MW from Bumbuna hydro plant. Of this, 85 per cent serves 
the Freetown area, with the remaining 15 per cent being distributed among 
the three big cities, Makeni in the North, Bo in the South and Kenema in the 
East. In addition, solar street lights have been installed in all district 
headquarter towns (Sierra Leone Electricity and Water Regulatory 
Commission). However, the distribution network has not been able to keep 
up with increases in generation. 35 per cent of the urban population has 
access to electricity, which is significantly below the average for low-income 
fragile countries (57.6 per cent), low-income non-fragile countries (86 per 
cent) and middle income countries (100 per cent) (Pushak and Foster, 2011). 
Operationalising Bumbuma in 2009 (30 years after construction began) 
reduced the cost of power from USD0.41 per kwh to USD0.31 per kwh, 
making electricity more affordable. Despite the reduction, this is still about 
three times higher than what is paid for hydro-energy in other African 
countries (Pushak and Foster, 2011). The seasonality of hydro power and the 
high/volatile cost of fuel for emergency thermal generation adds to the 
variability of power supply. Sierra Leone ranks poorly at 134 out of 144 (score 
of 2.0) in the 2014-2015 WEF Competitive Report for quality of electricity 
supply. Generation and distribution of energy aims to be addressed by the 
expansion of Bumbuna, improvements in the T&D networks, installation of 
thermal plants in the district headquarter towns and the WAPP project. 
Private sector participation is now allowed consistent with the Electricity Act, 
2012. Electricity generation is now handled by the Electricity Generation and 
Transmission Company while distribution is managed by Electricity 
Distribution and Supply Authority (EDSA). The Sierra Leone Electricity and 
Water Regulatory Commission was established to regulate utilities market.

(iv)  Sufficient water  and sanitation in primary cities: High priority 

 Water access in urban Sierra Leone increased from 63 per cent in 1991 to 87 
per cent (WaterAid, 2012). In 2008, only 20 per cent of the urban population 
had access to pipe-borne water (piped to house and standpipes) (Pushak and 
Foster, 2011). Guma dam, which supplies Greater Freetown was built to 
provide for 300,000 people, however the population of Freetown has grown 
to about 1.3 million (UNDP). There is work to improve access to water with 
the Rokel Water Project. Access to improved sanitation marginally increased 
from 22 per cent to 23 per cent with the implementation of the WASH 
project. That said, sanitation is still poor and these improvements have not 
been equitable and inclusive as the disabled, women and children benefit less 
(WaterAid, 2012). To improve coordination, regulation and management of 
water resources, a separate ministry of Water Resources was established in 
2012.
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(v)  ICT: Medium priority

 ICT in Sierra Leone has progressed significantly using wireless technology. 
The telecoms sub-sector continues to expand. The total number of mobile 
phone subscriptions increased to 3,039,522 in 2012 from 1,752,607 in 2010 
(NATCOM) and 4G technology is available. There is now fibre optic 
technology in Sierra Leone, though the fibre optic cable is not yet operational 
as the gateway is still under the control of Sierratel. The technology was made 
possible by a USD31 million grant from the World Bank. The telecoms 
market is dominated by three big players. The government must ensure that 
there is strong regulation and fair competition practices.

(vi)  Ports: Medium priority  

 Sierra Leone has one of Africa's largest natural harbours. There are currently 
four main port terminals in Sierra Leone: The Queen Elizabeth II Quay in 
Freetown, Pepel port on Pepel Island, Nitti ports I and II on Sherbro Island 
and Kissy Oil Jetty (Thomashausen, S. and Shah, A., 2014). Benchmarking 
QE II's performance on a range of standard indicators against other West 
African ports shows that the port scores around the regional average, though 
it suffers from relatively long waiting times and suboptimal productivity 
(based on the number of containers/cargo handled). Port charges across all 
types of cargo are in the lower range at QE II in comparison to other West 
African countries (Pushak and Foster, 2011). Port security is an issue at the 
Freetown port and steps have been taken to gain compliance with the 
International Ship and Port Security Code (ISPSC). The QE II is skewed 
toward imports, which accounted for 92 per cent of cargo in 2011 (World 
Bank, 2013) as mining companies operate their own ports for export. Iron ore 
exports flow through the Pepel port. Bauxite and rutile exports flow through 
the port at Sherbro. These ports are better functioning as they have benefited 
from FDI from private companies. Overall, Sierra Leone scores 3.4 (ranks 
105 out of 144) for quality of port infrastructure (World Economic Forum, 2014).

(vii)  Transport within country, and links to neighbouring countries including 
well-functioning customs posts: Medium

 There are several modes of transport available in Sierra Leone, however, 
road transport becomes challenging during the rainy season in parts of the 
country where roads are not well maintained. There are several airlines, 
which connect Sierra Leone to neighbouring countries by air. Taxis can be 
hired to cross the border to Guinea as the road is well maintained and used 
regularly by traders. Road transport to Liberia is more difficult as the 
Kenema-Liberia road connection is in poor condition. The African 
Development Bank has agreed to provide funding for the reconstruction of a 
Sierra Leone-Liberia road. Private vehicles can also be used once an 
ECOWAS permit has been procured. The borders between Sierra Leone and 
Guinea and Liberia are very porous and there is a prevalence of smuggling 
despite the existence of custom border posts. Smuggling of imported food, 
staples and general merchandise is undertaken by both small scale and larger 
organised operations, depriving the government of much needed tax revenue 
(World Bank, 2013). In order to combat this, the Preventive Services and 
Special Duties Unit (PSSD) functions within the Customs and Excise 
Department and helps to ensure compliance to custom regulations. 
Furthermore, the Sierra Leone Inspection Company was established in 2012 
to provide cargo inspection services at Lungi Airport and Gbalamuya, the 
border between Sierra Leone and Guinea.
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Construction Sector. Reform Priority: Medium

Question background
Some sectors such as construction and finance risk being a block to the 
implementation of projects, both of the government and the private sector. If there is 
limited capacity in these sectors, supply of other goods and services in the economy can 
be affected. Reforming these sectors can alleviate supply bottlenecks and increase 
economic capacity. Governments therefore need to identify the weaknesses in existing 
market structures that may limit economic absorptive capacity and work to strengthen 
them. 

The construction sector has been expanding to accommodate increasing demand for 
construction services, though a significant amount of this expansion is supplied by 
foreign companies. Large-scale projects funded by China or India EXIM Bank are 
carried out by companies from the respective countries. Contracts for road 
construction services are also offered to foreign companies through a competitive 
tendering process. A barrier to entry for local firms is lack of capital and skilled labour. 
The government recognises construction as a growth sector and plans to invest in 
Technical and Vocational Education Training (TVET) in order to provide manpower 
for the sector (as well as mining, agriculture, fisheries and hospitality sectors). For 
private companies, dealing with construction permits continues to be an issue with 
Sierra Leone slipping from 119 to 120 in the WB Doing Business Report (see table 
9.2.1). The government aims to enhance public sector capacity in this area (GoSL, 
2013a).

9.2.4 Specific Bottleneck Reforms. Does the government plan to reform 
specific bottleneck sectors like construction and finance?   

37It is not clear whether one of the causes of these high rates is high government borrowing crowding out investment 

to the private sector as no empirical study has been done on this area in Sierra Leone. 
40It has been argued that the high percentage of non-performing loans ultimately traces back to the late payment by 

government to private suppliers, who then have difficulties repaying loans.

The financial sector comprises twelve regional and local commercial banks, and a 
number of discount houses and insurance companies. Commercial banks in Sierra 
Leone are very liquid, and provide significant financing to the government. However, 
though finances are available from the domestic market, the government is 
constrained by the annual level of net domestic financing agreed under the IMF ECF 
Programme (two per cent of GDP). 

Access to credit by the private sector is less easy. The average lending rate has been  in 
the range of 19-30 per cent for over a decade, though there has been gradual 
movement in the upper bound, with the new range settling at 19-25 per cent at the end 
of 2014.39 Non-performing loans make up a significant portion of all loans at 33.4 per 
cent (end of 2014).40  Given this, Sierra Leone ranked 151 out of 189 for access to credit 
(World Bank, 2015) and 116 out of 144 in the 2014-2015 World Economic Forum 
Report. The government, with support from development partners including the 

Financial Sector. Reform Priority: High
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World Bank and the AfDB, is implementing the Financial Sector Development Plan 
(FDSP), created in 2008, in order to improve access to credit to the private sector. 
Under the FSDP, the government has instituted certain reform measures such as the 
establishment of a credit reference bureau, the strengthening of banking supervision 
and the improvement of records management at the Bank of Sierra Leone. With 
further support from the AfDB, payment system infrastructure has been improved. 

The government is also concerned with the stability of the financial sector. In Sierra 
Leone foreign banks are most robust than domestic banks. The two biggest banks, in 
which the government owns 100 per cent shares and 51 per cent shares, have recently 
experienced problems with their balance sheets and the strength of their asset 
portfolio as a result of poor lending practices. The government recapitalised both 
banks at the end of 2014. Under plans by the National Commission for Privatisation, 
the two banks have long been slated for privatisation, but this is yet to materialise.

Question background
Reforms of the legislative and judicial system, including reforms of commercial, tax 
and land laws, can help to make the business environment more attractive, and 
improve the ease of doing business. Reforms will eliminate key constraints in the legal 
system that serve as disincentive to businesses and provide confidence and assurance 
to businesses that the environment is business friendly. 

9.2.5 Legal framework. Has the government reviewed legislation to 
improve the business environment?  

Customs. Reform Priority: Medium

The new Customs Bill was enacted in July 2011. The Bill provides the legislative 
framework necessary to comply with international best practices. Additionally, it aims 
to streamline customs procedures with the introduction of ASYCUDA++ and the green 
channel, and significantly improve the classification and valuation capability of 
customs officials (World Bank, 2013). Taken together, this improves the importing 
experience of business. Following the passing of the Act in 2011, the time to import fell 
from 31 to 27 days and cost per container declined from USD 2,357 to USD 2,015.80 
(in 2015 prices - see figure 9.2.5b). 

Source: World Bank Doing Business Report (World Bank, 2015
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The formal laws addressing land rights and governance in Sierra Leone have not been 
changed since the 1960s.41  The statutory laws recognise private freehold land in 
Freetown and the Western Area, while under the Provinces Land Act (1960) land in the 
three provinces is governed by customary law with paramount chiefs serving as 
custodians. This can be problematic as customary law (which is enforceable in formal 
and informal courts) is unwritten, varies across chiefdoms, and evolves over time 
(USAID, 2010). As such, Sierra Leone continues to rank poorly in the WB Doing 
Business Report for registering property, ranking 158 out of 189 countries.  

Source: Revenue and Tax Policy Division, MoFED

Moreover, the issue of duty waivers still poses serious concerns and needs to be 
addressed. The government has recently introduced measures to reduce duty waiver 
concessions, especially discretionary waivers (tax waivers granted without any legal 
backing) through increased scrutiny of applications for waivers. This has resulted in a 
decline of duty waivers by 18 per cent from Le 453.4 billion in 2013 to Le 372.3 billion 
in 2014.  The share of duty waivers to the mining sector has been declining and is now 
second to ‘other’, which includes agriculture and construction companies. 

However, some weaknesses still exist. Specifically, with technical and capacity issues 
in the implementation and maintenance of ASYCUDA (World Bank, 2013), some of the 
gains that the new Act aims to achieve are reduced, as importing can sometimes still be 
time consuming.  Another issue is power outages, which result in the ASYCUDA 
system malfunctioning. This may explain why time to import has once again increased 
to 28 days (World Bank, 2015). Regionally, Freetown is still one of the most costly 
ports to clear cargo in West Africa, both in terms of time and money .(World Bank, 
2013)

Land. Reform Priority: High

41Key legislation includes: the 1966 Non-Citizens (Interest in Land) Act; the 1927 Protectorate Land Act Ordinance 

Act; the 1960 Provinces Land Act, as amended; the 1960 Crown Lands Act, as amended; the Imperial Statutes (Law 

of Property) Adoption Ordinance; the 2001 Town and Country Planning Act; and the 2006 Summary Ejectment Act 

(USAID, 2010).
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There are three challenges in particular which relate to business: (i) there is an 
unregulated and fragmented land market due to weak and inconsistent legal 
frameworks for land management (ii) land tenure regimes differ in various parts of the 
country, and (iii) there has been overlapping allocation of land rights for different 
purposes (for example, for agricultural development and mineral exploitation). The 
latter of these is of particular importance to the mining sector. 

The government aims to reform land management (GoSL, 2013a). The government has 
developed a National Land Policy (NLP) with the objectives of ensuring security of 
tenure, protecting legitimate land rights, reducing conflicts and promoting equitable 
access and the sustainable use and management of land resources. The policy provides 
for an updated cadastral system to support land management and administration, 
thereby creating an enabling environment for foreign direct investment. It further 
provides safeguards for the protection of legitimate tenure rights of socially and 
economically marginalised groups. The draft NLP awaits cabinet approval, after which 
existing legislation will need to be amended and new legislation drafted.    

Sierra Leone initially progressed in this area from 2008 to 2011, which improved the 
ease of doing business. However, in 2015, a capital gains tax was introduced, which, 
though revenue generating, was rated by the World Bank as bad for the business 
environment (World Bank, 2015). Sierra Leone's rank in this category deteriorated 
from 123 to 130 (out of 189 countries). The capital gains tax made paying taxes more 
complicated for business as payments are required five times annually, costing 
businesses 15 hours. Improved administration of the tax is therefore needed. In 
general, it takes more hours to pay taxes in Sierra Leone per year than the Sub-Saharan 
Africa (SSA) average (353.0 vs 310.8), though the number of payments per year is less 
(33.0 vs 38.2). See table 9.2ii for a summary of changes to taxes over the period 2008 
to 2015.

Table 9.2.5: Changes to taxes and business fees

Tax and business fees. Reform Priority: Medium

Year Action

2015 A capital gains tax was introduced which makes paying taxes more 
complicated for companies.

2010 A goods and service tax (GST) was introduced to replace sales and service 
taxes.

2010 Sierra Leone made paying taxes easier for companies by improving 
training and equipment at the tax authority, publishing a consolidated 
income tax act and introducing a value added tax system that replaced 4 
different sales taxes. 

2010 Sierra Leone made trading across borders costlier through an increase in 
some fees, though it also reduced the time required for trade. 

2008 Sierra Leone made paying taxes less costly for companies by reducing the 
sales tax rate. 
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Starting a business. Reform Priority: Low

Sierra Leone has made significant progress in this area, cutting both the time and costs 
to starting a business, and consequently improving its 2015 Doing Business ranking. 
The time to start a business declined from 26 days in 2008 to 12 days in 2015. Costs (as 
a percentage of income per capita) fell from 1180.7 per cent to 37.9 per cent over the 
same period. These improvements followed shortly after the General Law on Business 
Start-ups in 2007 and coincide with the passing of the Companies Act in 2009.
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Question background
The potential for Dutch Disease after the discovery and exploitation of significant 
mineral reserves can lead to a contraction or stagnation of other sectors in the 
economy (see 10.3).  The inherent unsustainability in the mining sector due to the 
finite nature of these resources means that a resource-rich economy could suffer in the 
long term if it becomes overly dependent on mining. Given the volatility of commodity 
prices and associated fluctuation in resource revenues, dependence on this sector and 
the revenues it generates can also severely hamper budget planning and 
implementation (see precept 8).  If resource revenue volatility leads to a government 
having difficulty in completing projects in other sectors, premature specialisation may 
result, leading to less diversification and even more volatility (Gelb, 2010). 
Diversification of the economy to reduce dependence on the mining sector is therefore 
crucial for long-term, sustainable growth. Private sector investment is key to driving 
this diversification. However, in many small, resource-rich but poor countries, small 
markets, poor infrastructure and weak institutions impede increases in private sector 
investment. The government has a critical role to play in removing these barriers.  

The first pillar of the A4P focuses on diversification and economic growth. The 
government has identified agriculture, fisheries, tourism and manufacturing as key 
sectors to drive diversification. This strategy is based on the promotion of sectors that 
have long-term potential for inclusive and sustainable growth as well as employment 
creation. Sierra Leone is mainly an agrarian economy, with more than two thirds of its 
population engaged in agriculture or related activities. Agriculture has been 
contributing between 40-50 per cent to GDP (figure 10.1.1b) in recent years. This 
policy therefore appears to be geared towards: (i) maintaining relative shares of GDP 
despite increasing mining activity (as projections show the shares of each sector will 
remain fairly unchanged between 2016 and 2019 (figure 10.1.1b)) and (ii) diversifying 
exports (as the mining sector dominates exports, accounting for about 90 per cent).  

PRECEPT 10: PRIVATE SECTOR GROWTH AND LINKING 
THE MINERAL SECTOR TO THE ECONOMY

Optimization of benefits from mineral resources requires significant increases in 
private sector investment to diversify the economy and to engage in the mining sector. 
Greater investment is contingent on improvements in the enabling policy, legal and 
regulatory environment. The government also has a role in facilitating this investment 
through infrastructural development, providing targeted support to businesses, 
prudent use of local content regulations and promotion of downstream operations. 

10.1    LINKAGES AND DIVERSIFICATION.

10.1.1 Government policy: Is the government following a credible policy 
toward long-term diversification?  

Reform Priority: Medium
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The sectors identified are also the highest employers of local labour, promoting these 
sectors would therefore lead to ‘inclusive growth’ as envisaged by the government. At 
present, the mining sector’s contribution to job creation is small, given its limited 
linkages with the rest of the economy. 

In addition to job creation and export diversification, focusing on these sectors will 
help insulate the government’s budget from shocks in mining commodity prices and 
resulting revenue volatility. For example, as noted in 8.1.1, realised revenue from iron 
ore was little more than half of that projected in 2014 due to falling iron ore prices and 
additional challenges from the Ebola outbreak (SLESB Interview 31, 2015). Revenues 
were even lower in 2015 with both iron ore mining companies, African Minerals 
Limited (AML) and London Mining Company (LMC) suspending operations and 
entering administration towards the end of 2015. Operations at the Tonkolili project 
restarted in December 2015 under Shandong Iron and Steel Group (SISG), but given 
its higher production costs, the Marampa project is likely to remain dormant until 
prices improve despite being taken over by Timis Mining Corporation (TMC). These 
fluctuations in resource revenues highlight the need for a policy of diversification that 
moves exports away from the mining sector and reduces government’s reliance on 
resource revenue for implementing programs and projects.

The government is adopting three main policies to strengthen the sectors identified 
above. These policies entail improving infrastructure, enhancing human capital and 
attracting new private capital. The government is investing significant amounts of 
resources in improving road networks to better link rural areas to urban centres and 
help reduce supply-side constraints to domestic production. Similarly, the government 
is working to improve the supply of electricity, which is a major constraint to 
businesses. Pillar three of the A4P focuses on the development of the country’s human 
capital. The key strategies are directed at improving education quality and access, 
providing extensive health services, controlling HIV/AIDS, providing safe water and 
improved sanitation, influencing population dynamics including reducing migration 
to the cities and slowing fertility, and promoting gender equality. There will also be 
additional spending on Technical and Vocational Education and Training (TVET) and 
training centres for small and medium enterprises (SMEs). These policies aim to 
improve the labour available to businesses, thus promoting growth in non-mining 
sectors. The government is also providing various tax incentives42 and is working to 
improve the supply of credit to the private sector. 

The first two policies (improving physical and human capital) will help close the 
significant infrastructure and skills gaps in Sierra Leone (noted in 7.1.1), improve the 
business environment and potentially attract capital to the non-extractive sector. 
However, the third policy, which uses tax incentives to attract capital, is not a credible 
policy towards long-term diversification. In addition to the potential for abuse, tax 
incentives may attract firms that are unable to survive without such incentives, thereby 
defeating the aim of attracting commercially viable firms. Unwinding these incentives 
can also be problematic if they created powerful vested interests, and so care should be 
taken in implementing this policy. 
 
42Sierra Leone currently offers various investment incentives including accelerated depreciation of 40 per cent for 
plants and equipment (Income Tax Act 2000), a loss carry-forward of 50 per cent of the previous year’s taxable 
income. In the mining sector, investors receive a 100 per cent deduction for prospecting and exploration, a 40 per 
cent deduction for the first year of production costs and 10 per cent depreciation for research and development. In 
addition, there is deduction for personal income taxes. Investment in rice and timber have a 10-year corporate tax 
holiday granted to qualified investors. In the case of tourism, investment may qualify for a five-year tax holiday and 
tourism enterprises with up to six employees are exempt from the PAYE tax for skills and expertise not available in 
Sierra Leone for the first three years of employment; and duty free for new construction, extension or renovation of 
existing tourism related facilities (The Finance Act, 2013). 
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Question background
Optimising linkages requires a conscious policy approach. The Africa Mining Vision 
notes that for the mining sector to improve its contribution to broad-based 
development there must be better integration of the sector in the national and regional 
economy. Challenges relating to low capacity in human capital development and 
infrastructure must be addressed in order to harness linkage opportunities. 

Growth Poles theory states that spill-over effects can be exploited to spread resulting 
prosperity from the core of the pole to the periphery. For example, developing other 
industries simultaneously can amplify the potential benefits from an extractive boom. 
Growth Triangles provide even greater opportunities through sub-regional trade and 
investments.

Given the Sierra Leonean context, combining a controlled policy of long-term 
diversification with strong promotion of downstream linkages may be appropriate as 
there are still productivity gains to be had in the relatively young mining sector. 
Downstream linkages can lead to developments in the manufacturing sector; which 
can then have positive spillovers through knowledge linkages, as envisaged in the 
African Mining Vision. Downstream processing also makes government revenue and 
the economy more robust to volatility in commodity prices. For instance, a fall in iron 
ore prices will negatively affect the extractive industry, but benefit downstream 
processors who face lower input costs.  

10.1.2 Does the government have a plan for linkages and related 
infrastructure?   

Reform Priority: Medium

Integration of the rest of the economy into the mining supply chain has been 
constrained by inadequate skills and quality assurance to deliver services required up 
to international standards, lack of familiarity with the required scope of work and 
infrastructural limitations. GoSL recognises the importance of both upstream and 
downstream linkages and the threat of a dual economy forming if the mining sector is 
not properly integrated (A4P 3.2.1). It therefore aims to improve local content policy to 
tighten linkages between foreign investment and the domestic economy (GoSL, 2013g) 
(see 10.2). More generally, the government’s approach has been informed by the Sierra 
Leone Growth Poles Programme, whilst scoping of the Growth Triangles concept, in 
collaboration with the MRU States, is ongoing. Three viable growth poles have been 
identified under the programme, which brings together three sectors: mining, agriculture 
and tourism (GoSL, 2013a). The three geographical areas for the growl poles include:

1. The northern growth pole spans from Freetown to Tonkilili, including Lungi, 
Port Loko, Lunsar and Makeni and will focus on developing power and market 
access, particularly within the mining and agricultural industries. The aim is to 
also develop support institutions and encourage mining linkages such as steel 
manufacturing. 

2. The coastal growth pole stretches from Bonthe to Sulima and will focus on 
infrastructure development, tourism and agribusiness, in addition to 
strengthening business linkages in mining and agriculture. The main 
infrastructure development that will drive the future of this growth pole is the 
proposed deep-water port in Sulima.
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Question background
Poor infrastructure is an impediment to private sector development, including the 
mining sector, and growth in the economy as a whole. Poor infrastructure increases the 
cost of operations as mining companies have to build and operate their own energy and 
water supplies, as well as transport networks and ports.  

10.1.3 Mining transport infrastructure. Is there sufficient mining 
infrastructure available and is there potential for the government to 
leverage infrastructure with mining companies? 

There are discontinuities in Sierra Leone's transport network (see 9.2.3 for more 
detail). As a result, mineral transport systems are mostly provided, operated and 
maintained by the mining companies and meet mining-specific requirements with 
little coordination between mining companies or with government on developing 
infrastructure (World Bank, 2013). For example, the World Bank Diagnostic Trade 
Integration Study highlights the case where AML reinstated the rail network between 
Pepel and Tonkolili, and extended it to Bumbuna where their mineral deposits are 
located. In 2008, GoSL signed an exclusive 99-year lease with African Rail and Ports 
Services, a subsidiary of African Minerals Limited, for the Marampa – Pepel rail and 
ports, allowing AML to manage it and charge commercial fees to London Mining 
(World Bank, 2013). This resulted in London Mining resorting to road/barge transport 
and operating its own port, similar to Sierra Rutile. 

These poor synergies and missed opportunities are recognised by GoSL as a constraint 
to growth in its growth diagnostic in section 2.2 of the A4P.  The government was the 
key agent requesting the World Bank study referenced above. That said, there 
continues to be a need for better communication and coordination between the 
government and mining companies, as well as between mining companies. 
Government should lead this process and 

Reform Priority: High

3. The south-eastern growth pole plans to develop institutions and strategies for 
cross-border trade, tourism, small business linkages, and extends the value 
chain for agribusiness. 

In order to pursue this policy, the government needs to increase expenditure on 
transformational development projects in infrastructure investment as well as on 
human capital. This implies a trade-off between current spending of resource revenues 
versus saving for future generations (see precept 7).

Literature on downstream linkages is a vast and increasing area, but more research is 
still needed in this area in Sierra Leone. The 2013 World Bank Diagnostic Trade 
Integration Study (DTIS) stressed the need for a comprehensive analytical study to be 
undertaken in Sierra Leone, and similar countries in the region, in order to understand 
the full extent of positive spill-overs and negative externalities that the mining sector 
creates and hence determine whether the overall benefits outweigh the costs (World 
Bank, 2013). Given that investments that support downstream processing are large 
capital-intensive projects, the true costs/benefits as they relate to Sierra Leone need to 
be ascertained before a policy stance is taken and implemented.  
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Question background
A local content policy presents countries with the opportunity to improve local 
capacity to deliver on procurement contracts and service provision, whilst also helping 
to promote skills development, employment and stimulation of economic activity. To 
do this, policy makers have to take into consideration the current realities in the 
sectors that local content requirements aim to focus on. Suppliers may need training in 
procurement and management, and service providers may need to first build 
experience. Training institutions may need more funding and help to align the output 
of graduates to the economy’s labour needs. In so doing, opportunities for qualified 
nationals and capable local suppliers can be realised, thereby developing linkages and 
value-addition in the local supply chain. 

10.2.1 Local market capacity. Is the government developing the competitiveness 
of the labour force and indigenous companies to participate in the extractives sector?  

outline objectives for infrastructure development within its national strategy, and then 
engage mining companies in meeting those goals. For instance, if Government sets a 
strategic plan for the development of a railway network, railway systems developed by 
mining companies should fit within this wider goal and be integrated into other sectors 
of the economy such as agriculture and commerce. Such a strategy would address one 
of the recommendations of the World Bank Study. In addition to transport 
infrastructure, the report argues that the mining sector - which generates its own 
power due to frequent outages in Sierra Leone - has great potential to play an 
important role as a power producer for other sectors, if the technical and institutional 
framework to purchase power from mining companies is established (World Bank, 
2013). The growth poles strategy will allow for these various inter-sector synergies. As 
part of this strategy, the government plans to leverage of private investment via 
public-private partnerships (PPP) to promote shared prosperity with little public 
financing and a PPP Unit was established under the Office of the President in 2010 to 
oversee government policy in this area. Indeed, based on this approach, the 
government brought together mining companies to discuss potential collaboration on 
the construction of a deep sea port and harbour (though the recent turmoil in the 
mining sector may reduce the likelihood of coordination on this project, at least in the 
short term). 

The absence of a responsible authority for certain types of infrastructure projects may 
be problematic in these processes. For example, the Ministry of Transport and 
Aviation deals with road transportation and airport infrastructure while Sierra Leone’s 
Port Authority manages and controls the port, but no entity is solely responsible for 
rail development. Irrespective of the specific institutional framework, coordination 
between MDAs is critical to improvements in the coordination of infrastructural 
development between government and mining companies. The Infrastructure 
Committee, under the leadership of the Ministry of Works and Infrastructure, includes 
several MDAs and is a step towards better coordination of infrastructure decisions. 
However, it is yet to be seen how effective this committee will be in relation to mining 
infrastructure. Indeed, the 2013 World Bank DTIS advised that a strong regulator be 
appointed to oversee infrastructural development by the mining sector and ensure that 
it fits into a wider national strategic plan (World Bank, 2013).
 

10.2    PRIVATE SECTOR ENHANCEMENT AND LOCAL CONTENT
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Three studies have highlighted the mismatch between the skills of the Sierra Leone 
labour force and the needs of international companies: (i) the African Development 
Bank’s Skills Gap Analysis (2013), Statistics Sierra Leone Labour Survey (Statistics 
Sierra Leone, 2014) and the TVET Situational Analysis Report (2015). The AfDB Skills 
Gap Analysis (Mannah and Gibril, 2013) across large scale, small scale and artisanal 
mining operators estimated that there was demand for about 13,274 specialized skilled 
workers, of which 8,146 are currently available, indicating a gap of 5,088. This 
mismatch of skills is partly due to educational institutions lacking information about 
the skill requirements of companies, and not aligning courses with the skills demanded 
by private sector companies (Mannah and Gibril, 2013). The AfBD study notes that 
despite a variety of programmes at the main tertiary institutions in Sierra Leone, 
engineering programmes remain a small part of tertiary education courses. Instead, 
programmes/courses such as Peace and Conflict studies attract students which may 
not be as relevant now as it was during and immediately after the eleven-year civil war 
(Mannah and Gibril, 2013). A similar argument is made in the TVET Situational 
Analysis Report (2015). According to the report, the most common technical courses 
being offered by the majority of TVET institutions are ICT related. Though necessary, 
these courses have limited job opportunities given the skills-set employers are looking 
out for, especially in the two largest employment sectors, mining and agriculture.

As part of its implementation of the A4P, a Skills Development Fund has been 
established by the government to address this issue and there is great potential that a 
major part of this fund will be used for more investment in human resource 
development, including in the mining sector. The Local Content Agency Act, 2016 also 
establishes a Department of Employment, Training, Technology Transfer within the 
LCA, which will be responsible for overseeing the development of local staff and their 
integration in the workforce, the training of local workforce, technology transfer and 
research and development (LCA Act, 2016). 

The government has also given its support to the formation of a TVET Coalition which 
will create a platform for private sector companies to engage with training institutions 
in partnerships. Companies have supported the idea of a TVET coalition in principle. 
For instance, London Mining partnered with GIZ to capacitate St. Joseph’s Vocational 
Training Institute in Lunsar to become a more demand-based TVET institution; Sierra 
Rutile Company Ltd sponsored the Jackson and Devon Anderson Technical Institute 
(JADA) in a bid to fill the skills gap in the mining sector; and AML established a talent 
development steering committee before the Ebola outbreak, which included 
representatives from the Ministry of Education, the Ministry of Mines and Mineral 
Resources, the University of Sierra Leone and AML (ADB, 2013). 

With regards to indigenous companies, the new Local Content Agency Act 2016, gives 
responsibility to the Local Content Agency (LCA) to promote competitiveness of 
indigenous companies. The Department for Procurement and Supplier Development 
under the LCA will be responsible for the integration of local companies in public and 
private sector procurement and for the supplier value chain as it relates to Sierra Leone 
local content development. This will be done in two ways mainly: (i) by establishing the 
Supplier Development Fund to promote capacity development of local suppliers and 
(ii) making local companies more visible.  

Reform Priority: Medium
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According to the LCA Act, the Supplier Development Fund shall be established with 
seed capital from the Government, and additional funding will be sought from 
international partners. The LCA will also promote participation of domestic 
companies by establishing and operating an industry databank of available capabilities 
called a joint qualification system. The system will serve as a database of the national 
skills pool; and will rank and categorise service companies based on capabilities and 
Sierra Leonean content. There will also be an on-line internal portal which will provide 
a virtual platform to facilitate transactions required for efficient delivery of goods and 
services (LCAA, 2016). Conceptually, the joint qualifications system and the on-line 
internal portal follow from the Supplier Development Programme (SDP), which was 
designed by PYXERA Global in 2014 with funding from the World Bank, and a private 
sector Ebola Response Database which was set up to record goods that were available 
for the response. 

Question background
Collaboration with extractive companies on common principles to support domestic 
participation and reporting can be advantageous. For example, cooperation can reduce 
cost escalation risks to mining companies, as commercial and operational criteria of 
mining companies are accounted for. Collaborative, as opposed to mandated 
reporting, should not be underestimated as voluntary buy-in and agreement to public 
disclosure of local content performance is a strong incentive for delivery and 
continuous improvement.

In November 2013, the Ministry of Trade and Industry, Chamber of Mines, and the 
Chamber of Commerce signed a Local Content Compact (LCC) for cooperation. The 
LCC is a national initiative between the government, donors and the private sector, 
built on the principle of a public-private partnership for the implementation of the 
LCP. Two main support programmes, financed jointly by the government, the private 
sector and development partners, were designed: (i) a supplier development 
programme; and (ii) a workforce development programme.

The Declaration of Cooperation on the Local Content Compact (LCC) shows support 
has come from both government and international businesses and demonstrates their 
commitment to cooperate in achieving domestic participation. There is buy-in from 
foreign businesses represented by the Chamber of Mines and local businesses 
represented by the Chamber of Commerce, which signed a joint commitment with the 
government. This created a platform for constructive public-private dialogue on local 
content development. The focus on the LCC shifted during the Ebola outbreak, but the 
MTI is currently working to re-energise the LCC nationally and get it up and running 
again. Key donors such as GIZ and DFID continue to lend their support to the 
initiative.

Another instance of cooperation is the new focus on growth pools with the UNDP, 
which engages mining companies in the broader growth strategy. This is at the local 
council level under the Local Economic Development Project and complements the 
LCC (which is a national effort).   

 Reform Priority: Medium

10.2.2 Government cooperation. Does the government cooperate with 
local and international businesses to support the development of 
domestic participation?  
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Question background
Optimising benefits from the extractive sector can be enhanced by a local content 
policy. However, a balance has to be struck between improving local capacity and 
participation on the one hand, and imposing undue project costs and reducing 
international competitiveness of FDI projects on the other. The former retains more of 
the wealth created by the sector within the country whilst the latter may deter further 
inward investment. The potential negative economic impact that domestic 
participation can have on the development of the extractive industry needs to be 
limited.  A well designed local content policy balances these two, sometimes 
competing, objectives.

The current legislation for the mining sector (mainly the Mines and Mineral Act 2009) 
limits the adverse impacts of local content obligations 

• Labour - The current legal framework gives preference to national labour only 
where qualified and experienced, sets minimum targets for unskilled labour and 
provides a strong emphasis on training of nationals and career progression. 
These provisions are likely to have the effect of ensuring that investment and 
expenditure decisions are taken on commercial grounds of cost, quality and 
safety and therefore unlikely to compromise the industry.

• Procurement - Similarly, the Mines and Minerals Act of 2009 and mining lease 
agreements promote the same principle with regard to procurement, namely, to 
give first preference to local goods and services only where these are supplied or 
provided on an internationally competitive basis with regard to quality, delivery 
and price. Again, this is unlikely to compromise the commercial industry.

The Local Content Agency Act (2016), which draws on local content legislation in the 
petroleum sectors in Nigeria (2010 Act) and Ghana (LI 2204 Regulations, 2013), 
makes provision for a series of explicit local preferences with regard to labour and 
procurement.  The accuracy of these targets in meeting the local capacity to fulfil them 
is debatable.  Targets were estimated based on the trajectory of the economy (Interview 
with Emmanuel Konjoh), but given the recent down-turn, this remains uncertain. In 
addition to the quantitative value of targets, some targets are set as a minimum, while 
others are set as a maximum. However, setting maximum targets constrains local 
participation and growth, which is in fact disadvantageous to local content. 

Targets for given levels of domestic input are outlined in the Act for the manufacturing, 
confectionary, beer, sugar, soap making, flour and tourism industries; but set targets 
are not specifically mentioned for the mining or oil industries. Instead, the Act states 
that once a local company demonstrates ownership of equipment and capacity to 
execute the contract, “first consideration shall be given to Sierra Leonean Companies 
in the mining sectors for the award of   mining rights, permits or licences in all 
projects for which a contract is to be awarded subject to the fulfilment of conditions 
as may be specified by the Minister responsible for mines and mineral resources” 
(LCCA 2016, Subsection 34). This can potentially lead to preferential treatment of local 
companies, irrespective commercial competitiveness. 

10.2.3 Local content obligations. Are the local content obligations appropriate 
given the potential trade-offs?
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In terms of procurement, all organisations including donor agencies, international and 
local nongovernmental organisations and other entities shall give first consideration to 
Sierra Leonean companies for the procurement of materials, products and goods; and 
for the supply of food products. This will affect mining companies and is consistent 
with the MMA 2009, save for the clause on internal competition in the MMA 2009 (see 
above). Unlike the MMA 2009, a target on employment at management and 
intermediate level is set out in the LCAA 2016 and may affect the mining sector. 
Subsection 56 of the LCAA 2016 states that a company must retain a maximum of fifty 
per cent of expatriate management staff in the first 5 years, down to forty per cent after 
5 years; and a maximum of fifty per cent of  intermediate positions in the first 5 years, 
down to twenty per cent thereafter. However, the MMA 2009 is likely to take 
precedence over the LCAA 2016 in terms of employment obligations. All companies 
under the LCAA 2016 will be required to submit a Local Content Plan to the LCA and 
for mining companies this must be done in accordance with the MMA 2009. 

The tender process also gives explicit preferences to local companies under the LCAA 
2016, subsection 42. In cases where two or more tenders are within five per cent of 
each other at the commercial stage, the tender containing the highest level of Sierra 
Leone local content shall be selected. Furthermore, the Act states that the award of a 
contract shall not be solely based on the value of the tender, but where a Sierra 
Leonean company has the capacity to execute the job, the company shall not be 
disqualified provided the tender value does not exceed the lowest tender by ten 
percent.

Preferences for local vendors are likely to lead to a group of local businesses and 
service-providers that are dominant in the market, and in turn rely on international 
sub-contractors and suppliers. This introduces the potential for ‘fronting’, a practice 
that involves foreign operators using local registration or shared ownership to qualify 
under the local content rules, which in turn can increase prices whilst doing little to 
build genuine domestic capacity. Preferences for domestic companies may also lead to 
inefficiencies due to the risk of price escalation by local companies as they know they 
will be “preferred” once they are within ten percent of the cost of the next best 
competitor.

The LCA Act also risks decreasing international competitiveness by imposing fines of 
up to ten Million Leones or imprisonment for as long as 5 years. The court can also 
order companies to forfeit any funds, money, instruments, documents, facilities, 
vehicles, crafts, vessels or equipment used in the commission of the offence. The risk of 
bureaucratic delays arising from the low US$250,000 threshold for Agency approval 
of a pre-qualification criteria, technical tender documents and evaluation criteria may 
also harm international competitiveness. DFID commissioned a consultancy 
assignment in the first quarter of 2014 which looked at the economic and political risks 
of implementing the LCP that preceded the LCAA 2016. The report noted that poor 
targeting of LCP requirements also has consequences for local communities. A local 
content requirement that results in relative shortage of necessities can often have 
inflationary effects on those who live nearby but are not earning rents or salaries from 
the FDI (Koroma and Sisay, 2014). There are therefore significant trade-offs associated 
with the legislation. The 2016 Act however, is a “lighter version” of the Draft Local 
Content Bill, and was amended based on recommendations by consultants and 
stakeholders in the mining sector in Sierra Leone to improve on issues related to 
investment incentives. 
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Question background
There may be a number of obstacles/market failures to local sourcing. According to 
the 2014 World Bank SL MSME Capacity Survey, these include suppliers’ lack of 
access to finance, technology, information, skills and lack of knowledge and 
experience of complex procurement practices of the extractive industries. An obscure 
business regulatory environment also has cost implications for local suppliers. 

The DFID commissioned study, the “Local Content Utilization Assessment Report”, 
set out the issues that need to be addressed for the local content policy to be effectively 
implemented. In particular, the lack of appropriate skills and ability of the local 
workforce to cater to the needs of industry discussed in 10.2.1. There is also the issue 
of integration and engagement of the domestic private sector in the broader economic 
landscape and supply chains of the mining industry (Adam Smith International, 2013).

The LCAA 2016 is designed to make it a requirement for operators to grant first 
preference to qualified national labour and competitive local suppliers. The use of 
targets and other instruments to give market advantage to national labour and 
suppliers can be seen as a regulation failure which is likely to introduce market 
failures. However, it can be argued that these tools are intended to correct existing 
market failures that disadvantage local suppliers. 

In terms of labour, skills development is required. In the case of extractive industry 
service providers and suppliers, it may be necessary for the newly set up Local Content 
Agency perhaps through the Supplier Development Programme, to explicitly provide 
support in capacity enhancement of local SMEs through facilitating better access to 
credit, which is a significant market failure in Sierra Leone, as well as training in 
procurement management. This can be done alongside the Small and Medium 
Enterprises Agency (SMEA) which was established under the 2015 Act of the similar 
name. Many of the small, informal traders – who are mostly women - do not have 
business registrations or bank accounts. Pre-qualification conditions, which include 
business registration, National Revenue Authority paperwork, etc., may   hamper the 
objectives of the policy by introducing some barriers.  LCP implementation offers a 
unique opportunity to integrate these informal operators into the formal economy, 
and should be capitalised on. 

10.2.4 Market failures. Does the local content regime seek to correct market 
failures that prevent domestic businesses from participating in the mining industry?

Question background
A well-implemented local content regime helps increase the overall value from the 
extractive industries that stays in the economy. It represents a significant opportunity 
to improve local capacity to deliver on procurement contracts and service provision, 
whilst also helping to increase general skill levels and employment, and stimulating 
wider economic activity. To do this, policy makers have to take into account the current 
state of the economy and capacity levels, which in turn determines how robust a local 
content policy is.

10.2.5 Robustness of the LCAA 2016. Is the local content regime cognisant of 
the realities of the country’s capacities?

Reform Priority: Medium
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The legal framework under the MMA 2009 (see 10.2.3) considers the commercial 
realities of the extractives sector and seeks to attract inward investment by stipulating 
that local sourcing is required where “qualified and competitive”, as is the case for the 
mining sector. The LCCA 2016 asserts targets for expatriate employment at the 
management and intermediate levels (and consequently targets for local employment) 
which appear to be beyond the capacity of the labour force (Mannah and Gibril, 2013). 
The understanding is that the MMA 2009 will inform Local Content Plans that 
companies submit to the LCA. Agreements on these plans are binding, and can be 
different to the employment targets set in the LCAA 2016 (Interview with Emmanuel 
Konjoh). This must be made clear in follow up regulation to the Act. More broadly, the 
Act does not speak to the current capacity constraints in terms of infrastructure and 
supply chain bottle necks addressed in Precept 9. 

Existing capacity constraints both in terms of labour and suppliers (Mannah and 
Gibril, 2013 and World Bank, 2013) may lead to non-compliance with the legislation, 
taking away from the robustness of the LCAA 2016. This is especially a concern as the 
targets set in the legislation were not informed by an adequate demand and supply 
market analysis specific to drafting the legislation. However, the recently established 
Small and Medium Enterprises Agency will improve the likelihood of compliance as 
the agency will be tasked with developing local SME capacity. 

In terms of reporting, in addition to the obligation in Article 20 of the Contract for the 
Licensee, giving preference to the procurement of Sierra Leonean goods and services, 
the Licensee is obliged to prepare a local procurement statement annually, which 
serves more as a monitoring tool than one of enforcement. Both the LCAA 2016 and 
MMA 2009 require small-scale and large-scale mining license holders to provide an 
annual written report to the LCA and the Director of Mines respectively, describing the 
number of personnel employed, their nationality, their positions and the status of 
training programmes for citizens of Sierra Leone. Any breach of the  employment 
training provisions is deemed to be a material breach that can result in either the 
suspension or the cancellation of the mining license under the MMA or a fine under the 
LCAA. 

The enforcement regimes set out in the LCAA 2016 promote compliance, and along 
with effective use of the proposed scorecards, could ensure adherence to local content 
provisions. However, whether they will be effective depends on the level of buy-in of 
these requirements by the mining companies, and the ability of the LCA to enforce the 
penalties for non-compliance outlined in Part IX of the Act (see discussion in 10.2.3). 
Apart from the penalties in the LCAA 2016, the 2015 Finance Act offers a 6.5 per cent 
tax credit on PAYE of local employees between 18 and 35 years to small and medium 
companies operating in Sierra Leone. Another incentive which promotes local content 
compliance in the Finance Act 2015 is that donations by companies into the Skill 
Development Fund are tax deductible in the year the donation is made. 
 

Reform Priority: Medium
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Question background
Given that there is different legislation governing the extractive sector, and various 
agencies responsible for ensuring implementation, the key to local content policy 
effectiveness will depend on coordination between the relevant government 
institutions to monitor and track compliance with all local content measures 
pertaining to the sector.

10.2.6 Government co-ordination: Is there sufficient inter-agency coordination 
to implement the Local Content Agency Act?

The Local Content Unit was established by the Government in 2013, under the 
Ministry of Trade and Industry (MTI) with support from DFID, with the aim of 
enhancing the implementation of the LCP. The LCU has since been upgraded to the 
Local Content Agency under the LCAA 2016. The LCU (prior to being the LCA) worked 
with/and now continues to work with other MDAs such as the National Minerals 
Agency (NMA) and the Petroleum Directorate to determine parameters in the 
implementation of the LCAA. The Agency is also working with the Sierra Leone 
Investment and Export Promotion Agency (SLIEPA), the Strategy and Policy Unit 
(SPU) and other MDAs. 

In addition to this, the board which will govern the LCA will comprise representatives 
from several MDAs including the MTI, MoFED, NMA, the Petroleum Directorate, the 
Youth Commission, the National Tourist Board, SLIEPA, Sierra Leone Chamber of 
Commerce, Industry and Agriculture, the Sierra Leone Bar Association, the Institute 
of Engineers, Women’s Forum, Labour Congress and representatives from indigenous 
banks. Drawing on representatives from across various sectors/MDAs will improve 
coordination in implementing the Act and will help enable the LCA to better perform 
its role of appraising, evaluating and approving local content plans and reports. The 
LCA is currently waiting for funding to establish the board. 

The Local Content Scorecard, which was launched on 10th April 2015, is designed to 
monitor LCP implementation and also requires interagency coordination. The LCA 
needs to consult with other government MDAs, in particular the NMA with regard to 
the mining sector to first decide which metrics are collected and second to determine 
the extent to which these can be tailored to meet reporting requirements under the 
LCAA. Companies are already required to provide similar data under the MMA, so the 
policy needs to provide mechanisms for harmonised collection. Otherwise there is a 
risk of double reporting. Given the unwarranted extra cost, the likely result would be 
that companies resort to box ticking, thus undermining policy objectives. 

Though the LCA is one of the main coordinators, and the implementing agency of local 
content policy, the experience of its current staff on local content specific issues is 
weak. GIZ intends to provide expert training on the Local Content Scorecard 
implementation. There will also be ongoing technical and strategic advice/support to 
the LCA on the scorecard and on drafting a communication strategy to implement with 
key partners. In addition, there will be general training on local content issues and the 
scorecard’s monitoring framework on a case-by-case basis for the LCA staff. At 
present, there are five staff members at the LCA, which will be expanded once funds 
become available.  

Reform Priority: Medium
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Question background
As with other legislation that affects the costs and operation of companies, 
consultation with key stakeholders required on the policy prescriptions in order to 
have a large degree of buy-in and improve compliance. In terms of the local content 
policy, it is important to procure evidence on local realties and consult with foreign 
companies on their needs in order to produce a policy that can be implemented.  

A number of studies, mainly donor-led, were undertaken to analyse local market 
capability to service the mining sector. These include the DFID commissioned "Local 
Content Assessment & Utilization" Report by Adam Smith International in 2013; the 
AfDB Sierra Leone Skills Gap Analysis for Private Sector Development in Sierra Leone 
(Mannah and Gibril, 2013) and the World Bank SL MSME Capacity Survey (World 
Bank, 2014). However, in their entirety, they do not meet the requirement of an 
effective demand/supply market analysis, nor do the targets set in the LCP and new 
LCAA take the results of these studies into considerations. The World Bank funded a 
SME Constraints Analysis survey, which informed the design of Local Content 
Compact support programmes for domestic participation that will be financed by the 
government, private sector and development partners.

Consultations were done during the drafting process of the local content legislation 
and input came from AML, London Mining, Sierra Rutile and Cape Lambert. These 
companies also endorsed the Act as a “lighter version” of the 2013 Draft Local Content 
Bill (Interview with Emmanuel Konjoh).  Despite engaging mining companies, 
consultation on the 2016 legislation occurred during the commodity price crash and 
the Ebola outbreak. In this period the primary concern of mining companies was their

10.2.8 Evidence and consultation. Has the government based decisions 
regarding local content on the analysis of evidence and consultation? 
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Figure 10.2.5 Government documents related to local content policy
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ability to survive and this may have limited engagement with the consultation process. 
Furthermore, London Mining had the greatest representation and detailed 
engagement in the consultation process, but subsequently ceased operating. It is 
therefore possible that a more investment friendly legislation, with different 
requirements, could have been passed had the timing been different.   

Question background
If local content policy is not implemented carefully, or in a manner that is subject to 
public oversight, local content can be prone to corruption. Politicians and public 
officials may abuse their power and influence to use local content requirements to 
benefit their allies and politically connected local companies. International companies 
may pay bribes and offer kickbacks to local companies to serve as the “front” in bidding 
processes in order to gain access to markets. A clear set of transparency and 
accountability measures aimed at preventing and curbing corruption must be set, and 
should include rules on conflicts of interest, asset declaration, public access to 
information, as well as strong oversight mechanisms. Countries can also include 
anti-corruption clauses in their licensing agreements to reduce corrupt practices.  

Although the LCP, which the LCAA legislates parts of, is ostensibly aimed at 
strengthening linkages between foreign investment and local economic development, 
the policy has been widely criticised by investors for being overly rigid and intrusive. 
There have been complaints that the policy has the potential to enable individuals in 
government to interfere in the recruitment of staff and procurement of goods and 
services. While the intention of the LCP is understandable, there are concerns that in 
practice the policy is being used to give undue advantage to local companies that are 
politically connected, and that the uncertainty and discretion created by the vagueness 
of the policy leads to major opportunities for patronage and corruption. Sierra Leone 
is yet to sign up to multilateral investor protection agreements that will further 
discourage corrupt practices within the local content regime.

The MMA does not include enforcement measures pertaining to the local content 
articles. As a preventative measure on corruption in implementing the local content 
regime, the Anti-Corruption Act 2008 has broad application with respect to corrupt 
practices which occur within Sierra Leone. As such foreign nationals and organisations 
who engage in any corrupt dealings with public officials/public companies/public 
institutions will be subject to investigation and prosecution in the courts of Sierra 
Leone. However, despite Sierra Leone making progress in tackling corruption in recent 
years, weaknesses in the government’s approach, including the low rate of corruption 
related convictions and inconsistent application of anti-corruption legislation, 
continues to be apparent. 
 

10.2.9 Corruption control. Are measures in place to prevent corruption in the 
implementation of the local content regime and to ensure compliance by 
International Operating Companies (IOCs) to local content obligations?

Reform Priority: High
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According to the Dutch Disease theory, the discovery of natural resources (e.g. oil or 
minerals), which is considered a positive shock and spurs economic growth can be 
accompanied by an appreciation of the real exchange rate and lead to a contraction or 
stagnation of manufacturing, agriculture and other sectors in the economy 
(Brahmbhatt et al., 2010). 

A decline in the non-tradable sectors results from two effects: the spending effect and 
resource movement effect. The spending effect occurs when domestic income 
increases from the natural resource boom. This increases domestic spending and 
demand for non-tradables in the local economy. In the non-tradable sector, prices, 
wages and output increase. Wages in the wider economy also increase, which reduces 
profits in the non-resource tradable sector, assuming prices for non-resource 
tradables are set internationally. The resource movement effect takes place when a 
boom in the natural resource sector attracts capital and labour from other parts of the 
economy. This causes output in the other sectors to fall and prices to increase 
relatively. Both effects lead to a decline in output as a share of non-resource tradables 
relative to non-tradables; and a real exchange rate appreciation (a rise in the price of 
non-tradables relative to tradables).

An increase in exports of natural resources will result in significant inflows of foreign 
exchange. Assuming a fixed exchange rate, if such inflows are converted into the local 
currency and spent on non-traded locally produced goods, the money supply in the 
economy will increase. This in turn will increase domestic demand and prices. As 
prices increase, the real exchange rate will rise.43 On the other hand, if the country’s 
exchange rate is flexible, the increased foreign exchange inflows result in an 
appreciation in the nominal exchange rate, which leads to an appreciation of the real 
exchange rate. In either situation, the appreciation of the real exchange rate will 
weaken the competitiveness of the country’s exports, including those from 
non-resource sectors, which become more expensive internationally (Ebrahimzadeh, 
2012). 

10.3    DUTCH DISEASE

10.3.1 Dutch Disease: Does analysis show whether the country has 
avoided or is projected to avoid the following symptoms of Dutch 
Disease: (a) a Real exchange rate appreciation and/or (b) Slow 
manufacturing growth/de-industrialisation? 

Reform Priority: Medium

Applying the theory of Dutch Disease to the Sierra Leonean context, this is not evident 
since the recent boom in mining from 2012, as there has not been a decline/stagnation 
in non-resource sectors due to mining activities, nor is there projected to be in the 
medium term. As depicted in figure 10.1.1a, output in both the agriculture and services 
sectors are are expected to continue to increase (though the average growth will be 
lower than in the mining sector).  

43Assuming real exchange rate = (domestic prices/foreign prices)*nominal exchange rate. 
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Question background
Optimising benefits from the extractive sector can be enhanced by a local content 
policy. However, a balance has to be struck between improving local capacity and 
participation on the one hand, and imposing undue project costs and reducing 
international competitiveness of FDI projects on the other. The former retains more of 
the wealth created by the sector within the country whilst the latter may deter further 
inward investment. The potential negative economic impact that domestic 
participation can have on the development of the extractive industry needs to be 
limited.  A well designed local content policy balances these two, sometimes competing, 
objectives.

Manufactured goods are currently mainly produced for the domestic market and not 
for export.44 There has not been a decline in output nor is there expected to be in this 
sector going forwards. While it continues to contribute very little to GDP, less than 3 
per cent, the reason for poor performance in the manufacturing sector does not appear 
to be on account of competition for resources with the mining sector, but because of 
general capacity and infrastructure shortcomings in Sierra Leone. As noted in precept 
9, these include unreliable electricity and water supplies resulting in a high cost of 
production for manufacturing entities; poor infrastructure linking primary producers 
of raw materials and manufacturers, resulting in inadequate and unreliable supply of 
raw materials; shortage of skilled workforce and high cost of credit (World Economic 
Forum, 2014). 

Though the increase in mining activities has not led to a decline in real activities in 
other sectors, figure 101.1b shows how the relative shares of GDP of the different sectors 
have changed. Mining has increased from 3-5 per cent of GDP over the period 
2001-2011 to just over 20 per cent in 2014, and is projected to stabilise at around 30 per 
cent in the medium term.45 Agriculture and services will see a decline in shares over the 
medium term based on the projections. Agriculture will decline from above 50 per cent 
of GDP pre-large scale mining in 2012 to below 40 per cent of GDP from 2016 onwards, 
and services will decline from an average of 35 per cent pre-2012 to an average of 27 per 
cent from 2016 onward. Mining is projected to overtake services as the second-largest 
sector from 2016.

10.2.3 Local content obligations. Are the local content obligations appropriate 
given the potential trade-offs?

44Manufactured goods include cement, alcoholic and non-alcoholic beverages, soap, flour, confectionery, paints, 

furniture and handcrafts.
45There was a decline in the share of mining in 2015 due to the Ebola crisis and difficulties faced by mining 

companies.
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Source: Data from GoSL. 2014 onwards represent projections.

Prior to the commencement of iron ore production and export, it was expected that the 
real exchange rate (via the nominal exchange rate) would appreciate due to increased 
inflows of foreign exchange into country. The end of period real effective exchange rate 
appreciated by 8.7 per cent, 14.6 per cent and 3.6 per cent in 2011, 2012 and 2013 
respectively (IMF 2014). Notably, the rate of appreciation of the real exchange rate 
slowed in 2013 despite a large increase in iron ore production (figure 10.1.1a and 
10.1.1c) and exports, which contradicts the theory. The outbreak of Ebola and the 
increased demand for foreign currencies relative to supply has resulted in a sharp 
depreciation of the currency since mid-2014.
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It may be too early to tell whether Sierra Leone will fall victim to Dutch Disease in the 
future (using an appreciation of the real exchange rate and a decline in real output in 
non-resource sector as measures) given that the mining sector is still in an early stage 
of development. Although domestic income and spending have been rising (increasing 
GDP per capita) due to mining, there is no evidence of an increase in prices and wages 
in the non-resource sectors, though their output has been marginally increasing. In 
areas around mining activities, the spending effect has been observed to some extent, 
though not officially documented, as evidence by increases in the price of rent and 
basic food items.

The risk to the manufacturing sector has not come from the resource movement effect 
(switching labour and capital inputs) from manufacturing to mining, as there are so 
few inputs allocated to this sector currently, but from a failure to develop the sector at 
all as the mining industry thrived. In terms of agriculture, there is the risk of a resource 
movement effect as mining companies can attract labour with more lucrative wages. 
For example, in the Tonkolili and Port Loko Districts, AML and London Mining have 
employed both unskilled and semi-skilled labour in the mines, who were engaged in 
the agriculture sector. The extent of the wage differential which stimulates the 
movement is not known but the assumption is that this type of movement could take 
place in part due to higher wages. Compounded with losses that farmers are likely to 
incur from the slowdown in agriculture due to the Ebola outbreak, this can pose a 
serious challenge for the agricultural sector as more farmers may potentially switch 
from agriculture to the mining sector. The government needs to address this, as 
agriculture has been flagged as the sector to lead export diversification and inclusive 
growth (GoSL, 2013a).

In order to avoid Dutch Disease, the government should ensure that some revenue is 
devoted to the build-up of physical and human capital in non-resource sectors. 
Furthermore, effort should be made to improve the effective provision of public goods 
and services, so that unit costs in the private sector fall and private capital is attracted 
to sectors beyond the extractives.  
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Question background
Extraction of natural resources can cause damage to the environment, and negatively 
impact on host communities. Consequently, companies involved in mining projects 
should take steps that go beyond minimum legal requirements to respect the highest 
environmental, social and human rights standards. Companies should commit to 
preventing, reducing and remediating any potential negative environmental, social or 
human rights impacts of their activities, and require their partners, contractors and  

Question background
The mining sector can bring significant wealth to countries that have vast mineral 
resources. However, the revenues that these resources generate can be vulnerable to 
corruption, resulting in the benefits remaining with the ruling elite rather than 
trickling down to the rest of population. Citizens often have no way of finding out how 
much their governments receive in revenues from companies exploiting mineral 
resources. Without knowing how much revenue is coming in, and where it is coming 
from, citizens are unable to hold their governments to account. Transparency is the 
best way to tackle the problem of corruption. Consequently, companies should  
support and comply with legally mandated financial disclosure requirements, and  go 
further, by voluntarily disclosing all information relevant to financial status, in 
particular payments made to government.  

PRECEPT 11: ROLE OF COMPANIES

Private sector companies in extractive industry projects should take steps that go 
beyond minimum legal requirements to respect the highest environmental, social and 
human rights standards; avoid corruption; contribute to sustainable development 
outcomes; and make public and accessible the relevant project information.

11.1.1 Voluntary public disclosure. Are companies voluntarily disclosing 
financial and payment information over and above legal requirements? 

11.1.2 Minimising the impact on environmental and social matters. Are 
companies going beyond the legal requirements to protect the 
country’s environment and local communities? 

Mining companies operating in Sierra Leone broadly adhere to statutory disclosure 
requirements, but voluntary disclosure of further financial information is uncommon. 
Companies are required to submit quarterly financial reports to the government, 
though this has only been enforced since the establishment of the NMA in 2013. As 
discussed in 12.1.1, financial disclosure requirements at the international level are 
limited due to the size of most companies operating in Sierra Leone. The only instance 
of voluntary disclosure is the annual contribution by companies to the SLEITI 
Reconciliation Reports, where information on payments made to the government is 
required. This information is not otherwise publicly disclosed. However, companies 
will be required by law to disclose this information once the government passes the 
SLEITI Bill. 

Reform Priority: Medium
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subcontractors to make similar commitments. These include the assessment and 
management of potential local and regional impacts of the projects, including impacts 
experienced by vulnerable groups. Companies must continue to engage in meaningful 
community consultation throughout the lifecycle of the project, ensuring that 
sufficient funds are available to facilitate both on-going dialogue as well as 
socio-economic development activities.  

Mining companies continue to demonstrate some commitment towards 
environmental protection and community development in Sierra Leone, exceeding 
statutory requirements in the case of social investments.

Section 139(4) of the Mines and Minerals Act of 2009 (MMA) requires small- and 
large-scale mining companies that meet specified criteria to pay into a Community 
Development Fund (CDF) to implement development projects in their host 
communities. The MMA 2009 requires no less than 0.01 percent of a company’s gross 
revenue to be paid into the CDF, but some MLAs include a higher amount. London 
Mining (now Timis Corporation) increased their community development funding to 1 
per cent of gross annual revenue in the revised MLA of 2012 (Lempa, 2014, p9). The 
financial and logistical support provided by companies in response to the Ebola crisis 
is a further illustration of companies going beyond their legal obligations. Sierra Rutile 
has committed over two billion Leones to the response, providing direct financial 
support to the Ebola Emergency Account, as well as procuring medical supplies for 
affected districts (SLESB Interview 8, 2015). Despite the considerable contribution to 
social development thus far, the relative ease with which companies are exceeding the 
financial target for social investment suggests that the government could require companies 
to spend more than 0.01 per cent of revenue on community development activities.

Most large-scale mining companies also go beyond the statutory requirements for 
environmental protection when designing their Environmental Management Plan. In 
preparing these plans, companies will follow Good International Industry Practice 
(GIIP) and/or the International Finance Corporation Environmental, Health, and 
Safety (IFC EHS) standards for mining. However, for most companies, this 
commitment to international standards appears to hold only until financing is secured. 
Civil society has raised concerns about the growing environmental impact of mining 
activities, including blasting in Kono and flooding in Lunsar (SLESB Interview 9, 
2015). Despite these recent events, we are yet to see the suspension or cancellation of 
licenses on environmental grounds, and arguably, environmental events are not being 
properly identified, or monitored, due to limited knowledge and capacity of both the 
EPA and mining communities (SLESB Interview 2, 2015).

As discussed in 5.2.2, the issue of resettlement of persons or communities affected by 
mining operations continues to be a contentious one. Mining companies that have to 
do resettlement are required to produce a Resettlement Action Plan (RAP), although 
there is no existing legal or regulatory framework to prescribe how this should be done. 
Whereas some mining companies have made efforts to design RAPs to meet 
international standards, there is consensus among communities that compensation 
payments and relocation practices have been below satisfactory. Social tensions and 
community unrest have arisen due to community discontent with resettlement patterns 
and procedures, which in at least two cases, Koidu and Bumbuna, resulted in violent 
clashes between protesters and the Sierra Leone Police. 

Reform Priority: Medium
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Question background
Companies should support the host state’s efforts to maximise potential benefits 
arising from mining activities. For example, if local content development is 
appropriate in the country, governments may work with companies to provide the 
long-term commitments necessary to spur investment in local industry. Company 
cooperation may also come in the form of training and employment initiatives to 
improve the quality of local suppliers. Such partnerships are vital for reducing discord 
and strengthening capacity. Where companies provide ancillary goods, services or 
infrastructure that are not directly related to the mining activity or to mitigating its 
impacts, they should do so in a manner consistent with the operating standards of the 
mining project and ensure the maintenance and responsible handover of such goods 
and services beyond the lifecycle of the project.

Mining companies were involved in the development of pillar two of the Agenda for 
Prosperity (A4P), the sections on mineral and petroleum resources. Companies have 
signed up to the Local Content Compact (LCC) and the CDA framework  demonstrating 
coordination with social development and environmental protection objectives 
outlined in pillar two of the A4P. However, there are other objectives such as additional 
revenue generation (i.e. the resource rent tax), and local supply chain development (i.e. 
the National Carrier Act 2012), that companies are less willing to coordinate on. It is 
expected that a fully established and well constituted Chamber of Mines may play a 
stronger role in linking company activities with government’s development priorities.

There has been very limited coordination between the government and mining 
companies on national infrastructure objectives. However, the government has 
recently begun to pursue coordination. As part of the Growth Poles Initiative, the 
government brought together mining companies to discuss potential collaboration on 
the construction of a deep sea port and harbour. This project generated significant 
interest from companies given the infrastructure constraints to exporting mineral 
products. However, the recent collapse of London Mining, and low commodity prices 
may reduce the likelihood of coordination on this project, at least in the short term 
(SLESB Interview 10, 2015). The government has also sought to have mining 
companies provide the Power Purchase Agreements (PPA) necessary to pursue 
construction of large-scale energy generation projects. So far this has been 
unsuccessful. In addition to concerns regarding government’s ability to provide 
reliable power, this lack of progress is due to companies having invested significant 
resources into their own independent energy generation infrastructure (SLESB 
Interview 2, 2015).46  Indeed, the unavailability of a comprehensive national 
infrastructure master plan has been a significant constraint on the extent to which 
companies have been able to plan their operations around national infrastructure 
priorities, with little guidance on these needs at the outset of their operations.  

11.1.3 Coordination with national development plans. Do companies 
coordinate with the government and Sierra Leonean private sector 
counterparts to further national development objectives?

Reform Priority: Medium

46As discussed in 10.1.3, given this existing infrastructure, the 2013 World Bank DTIS suggests that the mining 

sector should in fact play the role of power producer for other sectors (World Bank, 2013).
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At the local level, mining companies have shown strong commitment to meet social 
obligations through the CDA framework, which is in the process of being finalised. 
Mining companies are also required to produce CDAPs as part of their EIA obligations. 
Work is ongoing to ensure that community development projects agreed within these 
arrangements should align with projects in the Local Development Plans (LDPs) of the 
local councils within which the companies operate to enhance sustainability and 
reduce duplication. 
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Question background
Governments should set clear and objective standards that all companies in their 
jurisdiction adhere to reporting standards in the countries in which they operate. This 
can fill in gaps in reporting requirements that may exist within host countries, or 
reinforce those requirements, and reduce the scope for companies to actively engage 
in, or be complicit in, corrupt practices.  

PRECEPT 12: ROLE OF INTERNATIONAL COMMUNITY

The international community – that is to say international civil society, international 
organisations that finance or influence extractive industry policy, regulators and the 
global finance community – has a key role to play to support and monitor resource-rich 
countries and their natural resource management. This involves promoting, 
monitoring and enforcing public disclosure requirements of the extractive industry; 
ensuring that extractive industry projects comply with internationally recognized 
human rights standards; reducing illicit financial flows and corruption; and finally 
supporting the exchange and extension of extractive industry skills. 

12.1.1 Public disclosure of financial information. Has the international 
community ensured that companies under their jurisdiction disclose 
financial information to support Sierra Leone’s efforts in mining 
governance?

Reform Priority: High

Recent changes to public disclosure requirements:

• US Standards: In July 2010, the US Congress passed Section 1504 of the 
Dodd-Frank Act, a measure requiring companies registered with the 
Securities and Exchange Commission (SEC) to publicly report how much 
they pay governments for access to oil, gas and minerals.

• EU Standards: The 2013 EU Accounting and Transparency Directives 
require EU-registered and publicly listed mining and logging companies to 
annually disclose the payments they make to governments on a 
country-by-country and project-by-project basis (NRGI website, 2015).

• UK Standards: In 2014, the UK passed the Reports on Payments to 
Government Regulations which transpose the EU reporting obligations into 
UK law, requiring publicly listed UK companies to report (Publish What You 
Pay Fact Sheet, 2015).

• Canadian Standards: Canada has recently passed the Extractive Sector 
Transparency Measures Act which establishes similar disclosure 
requirements for extractive companies, however at this stage they do not 
require project-by-project reporting (NRGI website, 2015).
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Reform Priority: High

Despite recent improvements in international corporate regulation, the vast majority 
of mining companies operating in Sierra Leone are not covered by these disclosure 
initiatives due to where they are registered, and, most importantly, their financial 
turnover. A number of the companies operating in Sierra Leone are listed on the 
Alternative Investment Market (AIM), a sub market of the London Stock Exchange 
that allows smaller companies to float shares with a more flexible regulatory system. 
While the new UK standards extend financial disclosure requirements to oil, gas, 
mining and logging companies listed on any EU-regulated markets in the UK, this does 
not extend to those companies listed on AIM (NRGI, 2014c). This means that 
companies such as Sierra Rutile, Amara Mining, and Nimini Mining, which are all 
listed on AIM, are not covered (though Nimini Mining may be liable to financial 
disclosure requirements in Canada). Similarly, Octea Mining, a subsidiary of BSGR, 
which is registered in Guernsey, and SISG, which is listed on the Shanghai Stock 
Exchange, are not subject to these improved disclosure initiatives. 

Therefore, despite significant progress there remain considerable gaps, particularly 
with regard to disclosure requirements for junior mining companies.  There is an 
urgent need for the UK Government to extend disclosure requirements to AIM, as well 
as Crown Dependencies and Overseas Territories, many of which currently function as 
tax havens for mining companies (SLESB Interview 17, 2015), and for Canada to 
request project-by-project financial information. Finally, GoSL needs support from 
development partners to conduct more effective due diligence of prospective mining 
companies (Bangura, 2015).

Question background
With the ability to move cost and profit bases internationally, multinational companies 
have greater scope to avoid taxes in the countries in which they operate. Combating 
this behaviour requires cooperation between governments, which in turn requires 
agreed standards and genuine willingness to share information. 

There are currently no partnerships or points of cooperation between Sierra Leone’s 
NRA and other national tax authorities. Consequently, the NRA and MoFED have very 
limited knowledge of tax issues pertaining to companies registered in other 
jurisdictions (SLESB Interview 17, 2015). Despite the absence of direct collaboration 
between tax authorities, many of the development partners operating in Sierra Leone 
are facilitating, or participating in, international tax initiatives designed to combat tax 
evasion and inappropriate tax practices. These include the International Tax Compact, 
Publish What You Pay and OECD- and G8-led work that aims to tackle tax avoidance 
by multinational companies operating in developing countries (SLESB Interview 12, 
2015). While partners are contributing to these international initiatives, this has had a 
limited effect in Sierra Leone thus far. The African Tax Administration Forum (ATAF), 
of which Sierra Leone is a member, and OECD Tax Inspectors Without Borders 
initiative, may yield greater impact for Sierra Leone in combating tax evasion. 

12.1.2 Tax authority cooperation. Are tax authorities cooperating to 
combat tax avoidance by multinational companies?



153

In addition to these international initiatives, development partners operating in Sierra 
Leone are directly supporting the government in combatting tax avoidance. AfDB and 
DfID are supporting the NRA in establishing an Extractive Industry Revenue Unit, the 
purpose being to develop the specialised knowledge required to maximise revenue 
capture from the mining sector. Finally, the Sierra Leone Extractive Industries 
Transparency Initiative (SLEITI) receives significant financial and technical assistance 
from partners as it seeks to track company payments to Government and unearth 
discrepancies on both sides.

Question background
Corruption is not merely a problem for host country governments; it has a strong 
international dimension. The symbiotic nature of corrupt practices between host 
governments and multinational companies needs to be combated at an international 
level, with the international community and its institutions implementing rules and 
measures, including public pressure, to raise the costs of corruption for multinational 
companies and host governments alike.

12.1.3 Anti-corruption measures. Has the international community 
coordinated to prevent corruption between multinational companies 
and governments?

While most mining companies operating in Sierra Leone are exempt from 
international financial disclosure standards (see 12.1.1), there are other international 
initiatives that, whilst legally unenforceable, are making corruption costlier for both 
companies and the government. The Millennium Challenge Corporation (MCC) 
provides well-governed developing countries with large grants to finance major 
development needs, particularly infrastructure projects. Despite being unsuccessful in 
obtaining MCC assistance, failing the ‘Control of Corruption’ indicator two years in a 
row, the Sierra Leone MCC application is an important catalyst for renewed focus on 
tackling corruption, giving rise to the passage of the Right of Access to Information Act 
2013. Similarly, the EITI can also be credited with having improved transparency in 
the mining sector, requiring companies and the government to report on payments 
paid and received, making it harder for corruption to go undetected (SLESB Interview 
1, 2015). International benchmarking exercises such as the Corruption Perception 
Index, and the Resource Governance Index, are important pressure points that 
encourage the government to improve governance so as to avoid bad publicity and 
attract foreign investment and development assistance.  Furthermore, the 
Anti-Corruption Commission (ACC) receives considerable financial and technical 
support from development partners, enabling it to perform its mandate. However, as 
discussed earlier in precept 12, development partners must lobby their respective 
governments to extend financial disclosure requirements to junior miners. This will 
enable improved international oversight, the outcome of which may result in 
companies engaging in corrupt practices being de-registered/de-listed.

Reform Priority: Medium
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Question background
The mining industries can have significant negative impacts on both the living 
standards of local people as well as on the local and global environment. International 
organisations should facilitate, incentivise or require appropriate project operating 
standards that limit such effects, including the assessment of impacts. 

12.1.4 Governance of environmental and social matters. Is the 
international community supporting Sierra Leone to protect the 
country’s environment and local communities from potentially negative 
impacts related to mining operations?

Protecting Sierra Leone’s environment and local communities against the negative 
effects of mining operations has been a priority for many development partners. The 
primary contribution with respect to ensuring that local communities benefit from the 
mining sector has been the development of the model Community Development 
Agreement (CDA) led by the World Bank and GIZ. Prior to London Mining leaving 
Sierra Leone, GIZ had been working with the company to capacitate St. Joseph’s 
Vocational Training Institute in Lunsar. The objective of the centre was to become a 
demand-based TVET institution, preparing the local population to take up trades 
relevant to the sector and other emerging industries, with a view to linking graduates 
with employers (SLESB Interview 1, 2015).  

The role of development partners in supporting the government to protect the 
environment, specifically in relation to mining, has been more limited. UNDP has been 
supporting the EPA on Environmental Impact Assessments (EIAs) and environmental 
monitoring involving communities to identify and provide remedial actions on 
negative impacts of mining operations (SLESB Interview 11, 2015). The World Bank is 
also working on environmental protection, currently undertaking a mapping of mined 
out communities in Kono, with funds available to support land rehabilitation. Further 
to this, development partners have encouraged the government to adopt a green 
growth approach, mainstreaming sustainable development across the Agenda for 
Prosperity (A4P) (SLESB Interview 10, 2015), and requiring mining companies to 
make provision for site decommissioning once the operation has closed (SLESB 
Interview 12, 2015). Despite this focus on green growth, development partners need to 
provide more financial assistance to the EPA specific to its work in the mining sector 
(SLESB Interview 13, 2015). There is also a need for support on effective 
environmental due diligence of companies, with development partners enabling 
international visibility of the environmental track record of companies (SLESB 
Interview 2, 2015). Finally, there is a need for capacity building efforts to go beyond 
Freetown so that communities are better equipped to monitor the environmental 
impacts of companies (Brima, 2015).

Reform Priority: Medium
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Question background
Mining companies are major players in the economic landscapes of many developing 
countries. While circumstances vary from country to country, the proceeds from the 
mining sector contributes substantially to many developing country public budgets. 
Yet increasingly, the actual benefits of natural resource flows do not equal the 
anticipated benefits. International development partners have an important role to 
play in supporting resource-rich developing countries to design and implement fiscal 
regimes that ensure that a fair share of the proceeds of non-renewable resources are 
collected, and that these revenues are effectively managed to achieve wider objectives 
of economic development and macroeconomic stability.   

12.1.5 Economic development. Does the international community 
actively support Sierra Leone to harness its mining resources for 
development?

The Government of Sierra Leone has received significant support from international 
development partners with regard to revenue maximisation and management in the 
mining sector. The primary contributor has been the IMF. In 2011 the IMF supported 
MoFED in developing a comprehensive mining industries revenue model based on the 
‘Fiscal Analysis of Resource Industries model’ (FARI). This model provides a lifetime 
revenue projection for all mining companies in Sierra Leone that has now been 
incorporated into the Government’s Integrated Macroeconomic Model. More recently, 
the IMF has led the development of the Extractive Industries Revenue Bill (EIRB), 
which introduces a resource rent tax as well as a fiscal regime for the petroleum sector, 
and the Public Financial Management Act, which establishes a Transformational 
Development Fund Account and fiscal rule to manage extractives revenues (SLESB 
Interview 12, 2015). 

Building on the IMF’s policy advice to the government, DfID has led support to the 
NRA to maximise revenue collection from the mining sector. The African Development 
Bank (AfDB) is also supporting the set-up of an Extractive Industries Revenue Unit 
within the NRA, the purpose being to develop the specialised knowledge required to 
maximise revenue capture from the mining sector. GIZ continues to support the 
Extractive Industries Revenue Taskforce led by MoFED, bringing together all the 
relevant actors to improve tax compliance in the mining sector (SLESB Interview 1, 
2015). Finally, the AfDB’s African Legal Support Facility, and the World Bank’s Mining 
Industries Technical Advisory Facility provide valuable legal and transaction advice to 
the government in its negotiations with mining companies, helping Sierra Leone get 
the most out of its mining resources. While less directly related to economic 
development, both GIZ and the World Bank have supported the Ministry of Trade and 
Industry (MTI) in developing the Local Content Compact and the associated unit to 
monitor and enforce compliance. Similarly, the Growth Poles Project led by the World 
Bank aims to support the government in harnessing the mining sector to develop the 
necessary infrastructure to both expand the sector and enable other private sector 
growth (SLESB Interview 10, 2015). 

Reform Priority: Low
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Development partners continue to provide valuable support to the government in 
harnessing mining resources for economic development. However, at times donors 
lack procedural expertise, political insight and contextual understanding, which can 
prevent the realisation of economic development goals. The drafting of the EIRB was 
cited as an example of a donor-led initiative that lacked the consultation and 
communication necessary to enable government ownership of both the process and the 
product. As a consequence, Sierra Leone is yet to implement a resource rent tax, which 
is key to capturing the upside gains of the natural resource sector once the commodity 
cycle resumes (SLESB Interview 1, 2015). Not only do partners sometimes fail to 
understand the importance of process, but there is also a tendency to initiate change 
and then move on before the gains have been consolidated. For example, the NMA 
requires sustained and increased support to ensure the effective implementation of the 
MMA and related regulations. (SLESB Interview 2, 2015). Finally, there was a 
noticeable lack of support from development partners during the negotiations related 
to the ceasing of operations by AML and LMC. While the government may have turned 
down technical assistance, the absence of development partners also arguably reveals 
a general reluctance to get involved in politically sensitive matters and offer honest 
advice to government, as is often demonstrated during Development Partner 
Committee meetings-(SLESB Interview 1, 2015). 

Question background
The primary argument for better donor coordination is the concern that even as aid 
levels increase, aid effectiveness is becoming increasingly undermined by 
fragmentation. More donors are giving overseas development assistances than in the 
past and many donors are spreading their assistance across a growing number of 
countries. This profusion of donor agencies can create problems that undermine the 
effectiveness of aid, such as duplication of support, loss of scale, high administrative 
burden for recipient governments and a lack of clear leadership amongst donors. 

12.1.6 Donor coordination. Is there effective coordination between 
international development partners supporting the mining sector in 
Sierra Leone? Do donors understand the trade-offs involved in the 
mining sector?

There is effective coordination amongst development partners in as far as the various 
components of mining sector management are roughly divided between agencies to 
prevent duplication or overlap. A formal coordination mechanism, the Mining Sector 
Working Group, was established by GIZ, AfDB and the IMF in 2014, but this group is 
yet to reconvene after being suspended during the Ebola crisis (SLESB Interview 1, 
2015). Despite the current lack of a formal coordination mechanism, all respondents 
indicated that they felt informed at a personal level as to what other agencies are doing 
in the sector and that there is generally good cooperation (SLESB Interview 10, 2015). 
The joined-up approach of development partners is particularly evident in the revenue 
space wherein the IMF provides policy advice to the government, and both DfID and 
GIZ assist the implementation of this guidance via support to the NRA and the 
Extractive Industries Revenue Taskforce respectively. The Multi-Donor Budget 
Support Partnership has also enabled the main donors to coordinate on the inclusion 
of budget support indicators specific to the mining industries, such as publication of 
mining contracts and adoption of the SLEITI Bill in law, although the latter was later 
dropped due to delays. 

Reform Priority: Low
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However, the government has raised concerns regarding the limited coordination 
among development partners with regard to their financial and logistical 
requirements, which make grant application processes complicated and time 
consuming for Government, and their lack of urgency in disbursing funds.
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