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Among many developing nations of the world, social expenditure 

frequently faces doubt and criticism in light of its effectiveness 

and efficiency at generating economic growth. This is partly due 

to the less tangible results emanating from the social sector compared 

to sectors such as infrastructure. However, evidence has shown that 

social protection, if adequately designed, does not only measure the 

outcomes and impacts of its programmes on poverty, but can also 

achieve multidimensional impacts across sectors (i.e. education, health, 

agriculture, and water, sanitation and hygiene (WASH)). An example of 

such multidimensional impacts would include the impact that social 

protection has on the human capital development of a country by 

providing social protection interventions that focus on improving health, 

educational and nutritional outcomes (e.g. conditional cash transfers 

that are only provided when the beneficiaries seek medical advice 

and/or send their children to school). As such, by investing in social 

protection, the country also ensures that positive impacts are reaped in 

the education, health and nutrition sectors. In addition, adequate social 

protection programmes could positively affect the livelihoods and risk 

management of households in need. Social protection not only provides 

them with a means to invest in assets and enterprises, but it also 

allows them to participate in the national labour market. Together, these 

effects strengthen the economic resilience of a country, foster social 

cohesion and strengthen the bond between the state and its people. 

Social protection’s multi-sectoral impacts can also act as an enabler of 

generating increasingly pro-poor reforms.  

Recognizing the vital role social protection can play in fostering 

development across sectors, the Government of Sierra Leone approved 

its first National Social Protection Policy (NSPP) in 2011. Two years later, 

the social protection pillar was included as a priority in the Poverty 

Reduction Strategy Paper III (the Agenda for Prosperity) as well in the 

national budget. This explicit inclusion of social protection provided Sierra 

Leone with a renewed motivation to build an inclusive social protection 

system that aids the country’s extreme poor and vulnerable populations. 

By February 2017, the NSPP was revised to align the country’s social 

protection policies with disaster response strategies. As a result, the 

policy defines a more robust, responsive and comprehensive social 

protection agenda that fosters resilience to emergencies and provides a 

more inclusive pathway to development for Sierra Leone. The policy also EX
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proposes a set of policy objectives to guide the gradual establishment of a gender-sensitive and age-appropriate 

framework for the protection of the extreme poor and vulnerable populations, while minimising the risks of 

individuals falling into poverty. The policy further ensures the sustainable delivery of social protection through 

budgetary allocations financed from public resources and the Sierra Leone Social Protection Trust Fund. This 

trust fund pools both national funds and funds received from donors. Nevertheless, the fiscal constraints faced 

by Sierra Leone make it necessary to identify additional avenues to create fiscal space for the financing of social 

protection over the years to come. 

Against this backdrop, the Government of Sierra Leone, with the support from UNICEF, the World Bank and 

the WFP contracted EPRI to develop a business case and fiscal space analysis for social protection in Sierra 

Leone. The business case and fiscal space analysis serves to generate evidence on the monetization of the 

cross-sectoral impacts of several social protection interventions, their long-term costs as well as the potential 

avenues of fiscal space creation over the coming 20 years. In providing evidence on the outcomes and impacts 

of pro-poor spending, the study can support government stakeholders in advocating for existing and future social 

protection programmes, as well as more general social and pro-poor spending, while pointing towards potential 

financing avenues. This will illustrate that social protection is not only an investment, but also affordable – even 

in developing countries. The evidence will also aid in generating an overall understanding that social protection in 

Sierra Leone necessitates a structured, concerted and systemized effort by the government and other relevant 

actors to be effectively and efficiently implemented.    

As such, the report provides a theoretical overview of both the business case as well as the fiscal space analysis in 

the context of the Sierra Leone Medium-Term National Development Plan (MTNDP) and the NSPP. This is followed 

by an in-depth account of the analytical processes undertaken to estimate the returns to the selected social 

protection programmes over the coming 20 years, as well as their costs and potential financing avenues. Chapter 

1 of this report provides substantial evidence on the background of Sierra Leone, the gaps and opportunities for 

economic growth in the country, as well as the multifaceted role social protection places in the MTNDP and the 

NSPP. 

Building on the first chapter, chapter 2 moves on to present and discuss the three chosen social protection 

programmes – the child grant, the cash-for-work programme, and the cash transfer programme for the elderly 

and the disabled. This chapter also discusses the approach and subsequent results of the business case analysis. 

The impact of the three programmes is monetized and expressed as expected returns per USD/Leones invested, 

providing clear evidence on the potential of various social protection programmes to drive impacts over the 

coming years, strengthening Sierra Leone’s potential for long-term economic growth and inclusive development. 

Following this, chapter 3 outlines the various avenues of fiscal space creation, as well as Sierra Leone’s  fiscal 

context. Subsequently, the chapter provides a detailed discussion on the approach and methodology used, its 

key components and elements, as well as the results of the fiscal space analysis for social protection. The latter 

includes the costs of the three social protection priorities over the coming 20 years, together with identified 

options of creating additional fiscal space to support them. Beyond this, the report more generally explores how 

social protection financing can be administered and managed in Sierra Leone. The report concludes with a section 

on key recommendations and next steps to carry forward the country’s social protection agenda and its financing.   
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Social Protection 
and Sierra Leone’s 

Development Agenda

1. Background

Since independence in 1961, Sierra Leone’s path to development 

has been challenged by internal conflict, disease outbreaks, 

natural disasters and military interventions. In fact, after high 

levels of growth averaging 7.8% from 2003 to 2014, Sierra Leone’s 

economy contracted by 21% in 2015 following the Ebola virus disease 

outbreak as well as the reduction in price of the country’s main product 

of export, iron ore.1 Even though Sierra Leone has been declared free 

of Ebola since 2016, economic volatility remains. A large landslide in 

2017 has made this recovery even more difficult. All these occurrences 

have led Sierra Leone to be characterised as an economy experiencing 

rising inflation, a weak educational and healthcare system, rising levels 

of youth unemployment, struggling productive sectors and weak social 

protection systems. As such, the Government of Sierra Leone is faced 

with re-establishing socio-economic prosperity to the country. 

To date, the country’s growth rate has remained stagnant at 3.8%, 

leaving broad macroeconomic stability unassured. Furthermore, the past 

shocks have played a significant role in not only slowing growth, but also 

reversing some of the gains that Sierra Leone had achieved in poverty 

reduction. Per capita income in 2018 was estimated to be below its pre-

Ebola level of USD 156. Furthermore, the poverty headcount ratio is said 

to have increased from a level of 53.8% in 2011 to 56.7% in 2018, while 

10.8% of the total population are situated in extreme poverty (a decline 

from 14% in 2011). Additionally, more than 64% of the population was 

identified to be multidimensionally poor in 2017.2 

Given this, the Government of Sierra Leone has committed to building 

a more inclusive and resilient society through the development of a 

national development agenda that reflects the views, ambitions and 

1  (WB, 2019)
2  (Ibid)
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vision of every citizen of Sierra Leone. As part of this development agenda, Sierra Leone has established the 

MTNDP 2019-2023 (as outlined in further detail in Box 1). As a part of this plan, eight cross-cutting topics of key 

concern to the Government of Sierra Leone and its people were identified to aid them in achieving sustainable 

development: human capital development; diversifying the economy and promoting growth, infrastructure 

and economic competitiveness; governance and accountability for results; empowering women, children, 

adolescents, and persons with disability; youth employment, sports and migration; and addressing vulnerabilities 

and building resilience, as well as the means of implementation. These eight clusters have been aligned to 

regional and international development agendas such as the African Union Agenda 2063, the G7+ Peacebuilding 

and Statebuilding Goals, and the 2030 Sustainable Development Agenda, thereby enabling existing capacity to 

grow while simultaneously developing the economy through investments in industry, infrastructure and social 

protection. The Government of Sierra Leone has also developed a theory of change, which outlines the country’s 

problems and barriers as well as how each cluster under the MTNDP will help to attain national, medium- and 

long-term goals (Figure 1).

Foundation elements and primary objectives of the MTNDP

Sierra Leone’s new MTNDP, Education for Development, sets out the Government’s strategy for accelerating growth and 

reducing poverty. It covers five years of the country’s long-term vision to attaining middle-income status by 2039. To 

improve the overall welfare of its citizens, Sierra Leone has identified four key national goals under the MTNDP. These 

include: 

Goal 1 – a diversified, resilient green economy 

Goal 2 – a nation with educated, empowered, and healthy citizens capable of realizing their fullest potential

Goal 3 – a society that is peaceful, cohesive, secure and just 

Goal 4 – a competitive economy with a well-developed infrastructure. 

The plan’s key socio-economic goals are supported by comprehensive programmes aiming to increase human 

capital development, expand infrastructure, increase competitiveness, and ensure accountability as well as economic 

diversification and resilience. The human capital agenda centres around the country’s key flagship programme, the Free 

Quality School Education Programme. 

2. Barriers and Opportunities for Economic 
Growth in Sierra Leone

Recognizing that its current development towards becoming a middle-income country by 2039 is threatened by 

certain national trends, the theory of change identifies five barriers and their respective opportunities (Figure 

1). Currently, Sierra Leone is classified as a fragile economy that is not producing at its full potential as a result 

of under-developed human capital and its susceptibility to shocks. Underlying barriers need to be overcome to 

enable Sierra Leone to allow every citizen to be educated, empowered and healthy, while ensuring the economy’s 

resilience to shocks, increased competitiveness, and cohesiveness. Thus, as emphasized in the MTNDP 2019-

2023, Sierra Leone seeks to improve its macro-economic situation not only through economic policy shifts, 

1
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but also through social policy changes for the population – with particular attention on the chronically poor, the 

economically at risk and the socially vulnerable.3 

Figure 1. Theory of Change3

Inclusive and green middle-income economy

Secure, united, just, and peaceful society with an empowered population and diversified  
economy with advanced infrastructure

A nation with 
educated, 

empowered, and 
healthy citizens 

capable of realising 
their fullest potential

An economy that 
is diversified and 

resilient to shocks

A nation with 
advanced 

infrastructure for 
competitiveness

A peaceful, cohesive, 
secure and just 

society 

A society that is 
resilient to climate 
change and natural 

disasters

Cluster 1 
Cluster 5 
Cluster 6

Cluster 2 Cluster 3 Cluster 4 Cluster 7

Low human capital 
development and low 

productivity

Undiversified 
economy with 

constrained 
opportunities

Less developed 
infrastructure for 
driving growth

Weak governance 
and accountability 

systems

Environment 
degradation and weak 
disaster preparedness

Less productive, fragile and under-developed human capital along with an economy susceptible to shocks

LONG 
TERM

MEDIUM 
TERM

NATIONAL 
GOALS

PROBLEM

BARRIERS

INTERVENTION 
CLUSTERS

2.1 Educated, empowered and healthy citizens
Besides the macro-economic goals outlined above, Sierra Leone, like many other developing economies, needs 

to acknowledge and prepare for its changing demographic profile. The demographic composition of a country 

can determine its productive capacity in the medium and long term, and can help a country predict its future 

opportunities, as well as the outcomes and the costs associated with overall development. At present, Sierra 

Leone is characterised by low human capital development and thus low productivity. With an average population 

growth rate of 3.2%, Sierra Leone’s population will more than double in the coming six decades. While such 

rapid population growth will result in a decline in Sierra Leone’s total dependency ratio4 until 2070, it is expected 

to increase in the long term (Figure 1). The initial decline in the total dependency ratio from 2000 to 2070 is 

strongly driven by a decline in the child dependency ratio as a result of large numbers of youth entering the labour 

market. However, continued improvements in life expectancy over the coming decades will result in a rise of the 

old-age dependency ratio by 2030, counteracting the decreasing trend of the child dependency ratio and thereby 

increasing the total dependency ratio once again.  

3  (The Goverment of Sierra Leone, 2019)
4  Defined as the number of dependants (aged 0 to 14 years and 65 years and above) to active working individuals (aged 15 to 64 years)
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Figure 2. Total, child and old-age dependency ratio for Sierra Leone, 1950-21005
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The demographic transition predicted in Sierra Leone clearly calls for policies that are in line with the targets set out 

in cluster 1, 5 and 6 of the MTNDP to take advantage of the growing population and address the challenges of the 

youth bulge. While cluster 1 focuses on ensuring free quality basic and senior secondary education, strengthening 

tertiary and higher education, accelerating healthcare delivery, enhancing environmental sanitation and hygiene, 

increasing social protection and advancing housing and land management, clusters 5 and 6 focus on empowering 

women, increasing youth employment, addressing migration challenges, and increasing investment in children, 

adolescents and persons with disabilities. Accomplishing these cluster goals will include the introduction of 

relevant policies in the field of education, health, nutrition, the labour market and social protection. The provision 

of quality education and healthcare, along with opportunities in the labour market, will allow Sierra Leone’s youth, 

its most substantial asset, to prosper, bringing economic growth and a reduction in poverty to the country.5

2.2 Diversification of the economy and resilience to external shocks
The Sierra Leonean economy is classified as broadly undiversified and susceptible to fluctuations, especially 

due to external shocks. In 2014-2015, the economy contracted as a result of the Ebola crisis and the reduction 

in the price of iron ore. As a result, the country’s GDP growth rate declined from 4.6% to -20.5%. Furthermore, 

the international rise of petroleum could have further negative consequences for domestic inflation, while rising 

levels of youth unemployment and urban populations with limited housing would counteract the progress made 

on economic stabilization. The economic diversification of Sierra Leone, along with sustainable growth, will 

require the de-concentration of productivity growth in capital-intensive industries that have limited capacity to 

generate employment (e.g. mining) and the increase of productivity in sectors with a high share of the labour 

force (e.g. agriculture – which constituted 55.1% of GDP in 2017), as outlined in the second intervention cluster 

of the MTNDP, among other actions.6 

5  (UNDESA, 2019)
6  These actions include the promotion of productivity along with capturing more of the product value chain by improving productivity and 

commercialization of the agricultural sector, revitalizing the tourism sector, revamping the manufacturing and services sector, improving the 
management of mineral resources, and promoting an inclusive rural economy.
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In an effort to achieve economic stability, the Government of Sierra Leone plans to establish effective warning 

systems, to seek the help of other development partners, to implement planned economic policies, to increase 

the capacity for domestic resource mobilization, and to ensure the effective delivery of planned development 

projects. These interventions will also aid the country in attaining various macroeconomic targets that are set 

out to be fulfilled by the end of 2023 – (i) maintaining single-digit inflation; (ii) reducing the budget deficit to less 

than 3% of GDP; (iii) increasing domestic revenue collection to attain at least 20% of GDP; (iv) maintaining public 

expenditure at roughly 24% of GDP; (v) not allowing the wage bill to exceed 6%; (vi) reducing the current account 

deficit to approximately 11.5%; (vii) increasing foreign exchange reserves to a minimum of three months of import 

cover; (viii) maintaining public debt at 70% of GDP in nominal terms; and (ix) not allowing external debt to exceed 

40% of GDP. 

2.3 Advanced infrastructure for competitiveness
The role of the private sector is of the utmost importance to enabling socio-economic development and 

transformation in Sierra Leone. Not only do successful businesses drive growth, they are also an engine of job 

creation and a source of tax revenue. In many developing countries, the private sector generates approximately 

90% of formal employment, funds 60% of all investments and contributes to over 80% of government revenue.7 

In addition to this, the private sector supplies a growing share of essential services including health, education, 

banking and telecommunications. However, such private sector-led growth does not happen on its own. The 

Government of Sierra Leone will need to actively encourage and support the private sector by providing good 

policy8 and efficient public goods and services, as well as strong institutions. A good first step is to implement 

the actions outlined under policy cluster 3 in the MTNDP, including transforming the transportation systems, 

improving the water infrastructure and ICT, fostering private sector growth as well as accelerating the provision of 

energy supplies. Along with this, the government must ensure that the implementing parties are monitored and 

regulated, thereby creating an enabling environment that encourages private sector investment. 

2.4 A cohesive, secure and just society
As emphasized in the previous sub-section, the government is encouraged, through policy cluster 4 in the MTNDP, 

to establish appropriate legal and regulatory institutions, and fairly apply property rights as part of enforcing the rule 

of law. This will include advancing political development for national cohesion, fighting corruption, strengthening 

public financial management and audit services, promoting inclusive and accountable justice institutions, building 

public trust in state institutions, and strengthening decentralization, local governance, and rural development, 

among others. These actions are to be implemented to ensure the citizens of Sierra Leone have fair access to 

resources and opportunities, while protecting their fundamental human rights. As such, policies, laws and social 

programmes need to support the principles of gender equality and advocate for free and fair access to justice, 

while promoting and protecting the rights of the minority.9  

2.5 Resilience to climate change and natural disasters
The final barrier identified is Sierra Leone’s weak disaster preparedness and its environmental degradation. Over 

the years, recurring natural disasters have shown the need for the Government of Sierra Leone to dedicate its 

7  (Australian Government, 2014)
8  Good policies are those that promote and protect the public interest, provide adequate promotion of investment, the promotion of sustainable socio-

economic development, foster transparency and accountability,  diversify the economic structure, expand the domestic market, improve infrastructure, 
and promote a skilled labour force (English, Loayza, Peeters, & Thindwa, n.d.); (UNCTAD, 2010). 

9  (WEF, 2017)
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efforts to strengthening disaster early warning and response systems with the goal of minimizing the impact 

on its vulnerable populations. Not only do natural disasters take lives and leave many individuals in a severely 

vulnerable situation, they also affect the private sector by destroying tangible assets as well as human capital. 

Taken together, natural disasters can deteriorate the productive capacity of the country. As such, the government 

plans to build national environmental resilience, while simultaneously improving disaster management governance 

and strengthening forest management and wetland conservation. 

3. The Multifaceted Role of Social Protection
Acknowledging the need for Sierra Leone to capacitate its population today to react to the changing needs of 

tomorrow offers the government a discussion on the role that social protection can play in responding to current 

challenges and barriers. While the outcomes and impacts of most social protection programmes are measured 

by the extent to which poverty indicators are impacted, adequately designed social protection programmes can 

go beyond that and achieve multidimensional impacts, e.g. outcomes related to human capital development, risk 

management, economic stabilization, and social cohesion. In particular, interventions that are focused on improving 

health, nutritional and educational outcomes can foster the overall productivity of an individual. Furthermore, 

social protection can provide a means for households to invest into tangible assets and the private sector, or 

to participate in the national labour market. Likewise, social protection can foster social cohesion within and 

amongst communities, strengthen economic resilience through the provision of economic stimuli and reinforce 

the bond existent between the country and its people. Lastly, with all its potential for multi-sectoral impacts, 

social protection can act as an enabler of further economic reform by distributing the benefits of economic growth 

across the population and rending reforms more pro-poor, in turn increasing the likelihood of reform success. 

Poverty in Sierra Leone

While the MTNDP approaches development in Sierra Leone from a perspective of inclusive economic growth and 

investment in human capital, a brief explanation of poverty is considered relevant. In 2018, the overall poverty rate 

in Sierra Leone was 57%, with a total of 10.8% of the population living in extreme poverty. As in many developing 

countries, poverty rates are higher in rural areas than in the urban center of Freetown (72.4% compared to 18.5%, 

respectively). This indicates that poverty in the country remains a largely rural issue. Comparing geographical locations, 

the north of the country is identified as the poorest region, followed by the South and the East. Socio-economically 

speaking, poverty has decreased significantly with the rise in educational attainment. Nevertheless, within the most 

recent years, poverty has increased to a rate of 57% in 2018. By occupation, the poorest households are those engaged 

in farming and trade. Thus, taken together, Sierra Leone is characterized by widespread income poverty and inequality.  

From a multidimensional perspective, poverty in Sierra Leone is based on five dimensions: health, education, living 

standards, housing and energy. In 2017, the incidence of multidimensionally poverty equated to roughly 65%. In 

addition, each poor person is deprived in roughly 60% of the dimensions included. Both the Northern and the Southern 

regions of the country have the highest level of multidimensional poverty, incidence of poverty and intensity of poverty. 

When analysed by age groups, children below the age of 18 have the highest levels of multidimensional poverty when 

compared to other age groups (66%). The age group with the lowest levels consist of individuals aged 18 to 40 years 

old (The Goverment of Sierra Leone, 2019).

2
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As the MTNDP focuses on building an inclusive and resilient society through human capital development, economic 

diversification and resilience building, further exploring the synergies and linkages between social protection 

programmes and their economic and social outcomes is deemed useful. Accordingly, Figure 3 illustrates various 

pathways through which an array of social protection interventions can achieve outcomes across some of the 

sectors identified under the MTNDP – agriculture, infrastructure (water, energy, roads), education, youth/female 

empowerment and job creation, and health. Likewise, it outlines the ways in which the interventions can achieve 

multiple outcomes across various sectors, thereby increasing the productive capacity of the country, while 

fostering inclusive growth and a resilient society. 

Social protection 
interventions

Relevant sectors Possible outcomes
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Social insurance  
(including health) Agriculture Increased productivity
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` Access to public services

 Figure 3. Linking selected social protection interventions to cross-sectoral outcomes
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The Impact of Sierra 
Leone’s Social Protection 

Programmes 

Sierra Leone’s rapidly increasing population along with changing 

demographics, heightened levels of poverty and little progress in 

the development of its most productive sectors, has necessitated 

the government’s concern for concerted efforts to address extreme 

poverty and vulnerability across the nation to improve the overall 

well-being of all its citizens. As such, the government of Sierra Leone 

approved the Social Protection Policy in 2011, renewing it in February 

2018 to include disaster response strategies to mitigate emergencies 

and disasters. In addition to this, the government had also included 

the social protection pillar as a priority in the Agenda for Prosperity, the 

MTNDP 2019-2013, as well as its national budget. In these documents, 

the government defines social protection as being “all actions, public and 

private, taken in response to levels of vulnerability, risks, and deprivation 

deemed by the state to be socially and economically unacceptable”.10 

These actions include a multisectoral and multidisciplinary strategy 

for poverty reduction within a gender-sensitive and age-appropriate 

framework, which specifically target the poor, the disabled and the 

aged. As such, the Government of Sierra Leone wants to ensure that 

it provides a minimum social protection floor that minimises the risk of 

individuals falling into poverty, while simultaneously ensuring that its 

citizens live a life of dignity. 

10  (The Goverment of Sierra Leone, 2019)
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1. Social Protection Priorities
A key component of the 2017 Social Protection Policy is the focus on eleven specific policy measures that will 

guide the gradual establishment of an integrated and inclusive social protection system in the country. As such, 

education and health services are included under the first policy measure. The government of Sierra Leone thus 

commits itself to providing free education, school subsidies and school meals to public primary schools along with 

the payment of public examination fees for pupils attending basic and senior secondary schools. Furthermore, 

secondary and tertiary education scholarships are to be provided to children from poor households. In the health 

sector, the government envisions to provide free healthcare to pregnant women, children under the age of five, 

persons with disabilities, people living with HIV and AIDS, minors who have been sexually abused, as well as the 

aged. 

The second policy measure related to the expansion of social protection programmes and the strengthening 

of their implementation systems. This would include the establishment of a productive and adaptive social 

safety net programme along with the scale-up of cash transfers to extremely poor households and the aged. 

Furthermore, it outlines the government to institutionalise a legal framework in the area of social protection, while 

additionally ensuring that all related projects are integrated into development plans of ministries, department and 

agencies. As social protection programmes can be costly, the government also acknowledges the establishment 

of predictable funding mechanisms along with strategies that provide resilience to emergencies. 

The third policy measure aims to strengthen and link traditional social protection practices in order to 

enhance the dignity of the most vulnerable and excluded members of society. This includes raising awareness 

and developing solutions that promote equity, improving agricultural productivity, improving food security, while 

also providing skills training for the unemployed and underemployed. 

The fourth policy measure identifies avenues to extending compulsory insurance coverage to the informal 

sector as well as to the self-employed. Furthermore, the policy measure aims to maintain a framework that allows 

for the regular review of pensions in order to protect the aged from falling into poverty. 

The fifth policy measure aims to provide transfers that aid individuals in the utilization of social services. 

This would include the scale-up of cash and food for work programmes to all households that are classified as 

extremely poor, ensuring a cost-effective means of delivering transfers as well as long-term financial donor/

private sector commitments, and establishing a framework that allows for the increased utilization of health, 

education and other social services. The sixth and seventh policy measure focuses on homes/shelter for the 

vulnerable. Orphans, persons with disabilities, the aged and children having experienced abuse are entitled to 

homes, shelters, and institutional care. As such, the Government of Sierra Leone is required to establish a legal 

framework as well as a functional database of the availability of shelters across all districts. It is in their interest 

to meet current and predicted demand while enforcing regular monitoring and evaluation. 

The eighth policy measure relates to gender equality and women’s empowerment. This requires a commitment 

from the government to implement international agreements towards the advancement of women, to ensure 

that women can realize their rights to property, to institution specific initiatives for empowerment, as well as to 

monitor and evaluate the progress made towards the achievement of equal rights. As part of this, the Government 

of Sierra Leone will need to ensure that the goals and target set out in the 2030 Sustainable Development Goals 

are met. 
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The ninth policy measure calls for the support of employment and livelihoods through skills training and 

development, target employment schemes, and quotas for vulnerable groups. The tenth policy measure focuses 

on the development of small and medium enterprises through business training, microfinance provision, 

affordable loan schemes, and people-friendly infrastructure for persons with disabilities. The final policy measure 

relates to legislation and regulation by promoting equal pay legislation as well as the establishment of maternity 

and paternity leave/benefits, removing discriminatory legislation, implementing and enforcing labour regulations 

and laws, as well as enacting legislation promoting the consideration or persons with disabilities in all areas of 

business and life. 

Taking into consideration the policy measures outlined in the 2017 Social Protection Policy as well as the 

programmes identified in Box 3, the chapter will now present the three programmes that were modelled for 

the business case and fiscal case analysis as well as the motivation behind choosing those. Furthermore, per 

programme, a brief introduction of key programme parameters is given, followed by a description of the pathways 

through which future programme impacts are simulated, as well as a discussion of the programme returns, 

particularly in light of their cost effectiveness, sustainability and feasibility in the medium- to long-term. 

Current social protection programmes in Sierra Leone*
Sierra Leone’s National Pension’s Scheme, administered by the National Social Security and Insurance Trust 

(NASSIT), covers paid employees in the formal sector. As only 7.1% of the labour force are paid employees in the formal 

sector, a large share of the labour force remains excluded from social security benefits. Thus, Sierra Leone needs to enable 

the informal sector to formalize while providing social security to those presently excluded. Sierra Leone looks to countries 

that have in part achieved this goal, such as Nigeria, Uganda, Kenya and Benin.

A cash transfer for the aged (60+) in rural areas that do not have a source of livelihood or income was administered 

by the Ministry of Labour. A total amount of 150,000 Leones is provided to 40,000 poor households on an irregular 

basis. The programme is financed by the Government of Sierra Leone.

The Government of Sierra Leone, in collaboration with the World Bank and UNICEF had established a Social Protection 

Policy in 2011. In line with the policy, Sierra Leone has implemented a Social Safety Net programme (SSNP) to 

support extremely poor households and vulnerable communities throughout the country. During its initial inception, 

the programme was financed by a US$7 million grant from the World Bank’s International Development Association 

(IDA), a US$300,000 grant from UNICEF, and US$1 million from the Government of Sierra Leone. Currently, the total 

financing of the programme US$24.72 million, of which US$17 million was provided by the World Banka and US$ 

500,000 by UNICEF. Furthermore, in 2019, the project got approved for its second additional financing of US$30 million 

by the World Bank and US$1 million by the Global Facility for Disaster Reduction and Recovery Trust Fund. The social 

safety net programme provides unconditional cash transfers to the extreme poor. In the initial phase, the SSNP was 

launched in the poorest district in each of the four regions, with a total of 12,000 extremely poor households receiving 

quarterly transfers. To date, 30,000 households are receiving 250,000 Leones (approximately US$ 30) per quarter. As 

part of the second phase initiated in 2019, relevant actors aim to expand the coverage of the SNNP to provide income 

support to extreme poor households in all 16 districts of Sierra Leone, thereby further strengthening the key building 

blocks of the country’s basic national safety net system. This additional funding will allow the programme to cover 

210,000 individuals (35,000 households) across all districts in Sierra Leone. Through the SSNP, the Government has 

incrementally built a social protection platform that has been instrumental in fighting poverty and mitigating the effect 

of shocks (WB, 2019).

3
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Sierra Leone Community Driven Development Project “Gietrenk” provides a cash grant to 4,000 women in 

identified self-help groups. This grant, financed by the Islamic Development Bank, aims to build the livelihoods of the 

rural poor by providing access to socio-economic opportunities and capacity building. As such, once a business has 

been established, the woman will repay the loan/cash grant to the self-help group. Subsequently, another woman 

can establish a business and repay the loan once she earns profits. Evidence has shown that community driven 

programmes succeed due to the level of trust amongst the women in the self-help group.

A programme known as Growth for Peace Consolidation II is executed by the National Commission for Social 

Action (NaCSA) and funded through the German Development Bank (KfW). The programme finished its second 

phase of implementation in 2018 and is currently looking to start a third phase. It aims to promote employment and 

income generation for youths in rural communities. The interventions are implemented in selected chiefdoms in the 

three districts of Kailahun, Kono and Koinadugu. A total of 4,038 youths has so far been provided with Short Term 

Employment ranging from 3-6 months; 95,515 man-days have been generated in three districts in three years; and a 

total of 163 km of feeder roads was maintained (NACSA, 2018).

 The Employment Promotion Programme III, funded by the GIZ, promotes youth employment through local 

economic development. The programme is active in the districts of Koinadugu, Kono and Kailahun. Within this 

programme, capacity support is provided for partners, demand-oriented training Is provided to 10,000 youth, promotes 

value-chain activities to 12,500 farmers, while assisting the private sector (GIZ, 2019).  

*It is to be noted that this list of programmes is not exhaustive.

1.1 Why these three Programmes?
This section outlines the agreed-upon scenarios for the modelling of forthcoming social protection programmatic 

priorities. During bilateral and multilateral stakeholder meetings and workshops, relevant actors and partners 

in the area of social protection discussed the concrete social protection programmatic options to be included 

in the business case and fiscal case analysis. During these discussions, stakeholders identified the following 

programme priorities: (i) cash transfers to poor households with children to safeguard access to free and quality 

education and health care; (ii) cash transfers, potentially in combination with adequate skills trainings, for persons 

living with disabilities; (iii) skills development training and/or other forms of livelihood support in combination with 

cash transfers to youth and persons without income generating activities (as a form of productive safety net); (iv) 

temporary cash transfers to households affected by disasters and emergencies, which could also be an extension 

of the productive safety net activated during emergencies; and (v) a social pension for older persons, unable to 

take care of themselves.  

In addition, all stakeholders stressed the relevance of free and quality education and free health care in adequately 

addressing vulnerabilities, while fostering human capital development. Some stakeholders further elaborated that 

even though free education services and free health services are available, not every household might actually 

be able to take up these services due to access barriers. For example, while medical care has become free for 

children under the age of five and pregnant women. Currently barriers such as limited access, high medical fees, 

inadequate financial resources, inadequate quality of care and demotivated and underpaid staff are restricting the 

further effective development of health services.11 Most of these access barriers are also seen in education. In 

2018, a policy was enacted to provide free pre-primary, primary and secondary education intending to guarantee 

free school places for one and a half million children, as well as training for thousands of teachers, and free 

textbooks for all over the next four years. However, although schooling may be free, many individuals could not 

11  (CPI, 2016)
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send their children to school as they could not afford the cost of a uniform.12 Hence, a vital role of social protection 

is to enable households to overcome these access barriers and make use of the services, for example through 

income support. Finally, a range of stakeholders brought up the need to cover workers in the informal sector by 

social security. 

Given these findings, consensus was built around modelling three programmes: i) an unconditional child grant 

given to all individuals aged 0-17; ii) a cash-for-work programme provided to individuals of working-age linked with 

a skills-development programme for the youth; and (iii) an unconditional cash transfer programme that provides 

a social pension to the elderly (60+), and transfers to persons with disability (0-64) linked to livelihood and skills 

development programmes. Various reasons justify the selection of these three programmes for the business case 

and fiscal space analysis. First, in line with the 2017 Social Protection Policy, the three programmatic options cover 

life stages during which the most severe contingencies are faced. Second, the child grant along with the training 

components included in the remaining two programmes focus on human capital development, youth development 

and empowerment – all of which constitute key priority areas in both the 2017 Social Protection Policy and the 

MTNDP. Furthermore, evidence seems to suggest that programmes fostering and/or enhancing the development 

of human capital have the highest rates of return per unit invested13. Last, a cash transfer programme to the aged 

and the disabled was added to the set of programmes for modelling due to the considerable vulnerabilities and 

deprivations faced by older persons as well as persons with disabilities. In fact, evidence has shown that social 

pensions do not only improve the well-being of the recipient but may also bring about positive returns for the 

recipient’s children and grandchildren14.  

1.2 Child grant
The early years of a child’s life are a critical time in its development. Missing this cannot be made up for later in 

life. Thus, it is of important that children receive and have access to quality healthcare, nutrition and education that 

enables them to reach their full potential later in life. A lack in the provision of these essential services could impact 

a country’s economy in the future. According to evidence, childhood malnutrition will cut the future earnings of a 

child by a minimum of 20% to a maximum of 66%15. Consequently, a country’s GDP would suffer as malnutrition 

can reduce national GDP by 2% to 11%16. As evidenced in the previous chapter, Sierra Leone is at a crucial time 

in its development. As a result of increased population growth along with a falling child dependency ratio and 

an increasing old-age dependency ratio, the children of today will need to be increasingly more productive to 

be able to support the elderly of tomorrow, while promoting economic growth. Thus, it is paramount that Sierra 

Leone invest into building a more educated and healthier workforce. Several United Nations studies have found 

that a dollar invested into early childhood development yields anywhere between 4 USD to 16 USD for the wider 

economy17.  

As such, the first programme to be modelled was a universal child grant for individuals aged 0-17 years. Sierra 

Leonian households with children would thus receive a transfer of 35,715 Leones per child on a monthly basis. This 

benefit was designed taking into consideration the total expenditure paid by households to provide their family 

with food security – a average of two meals per day consisting of nutritious food consumption18. In 2015, this 

equated to approximately 18 USD a month (171,000 Leones in 2019). Payments will be made regularly in every 

12  (UNESCO, 2018)
13  (Heckman, 2006)
14  (Pension Watch, n.d.)
15  (McGregor, 2007), (Hoddinott et al., 2011) 
16  (WB, 2006), (WFP/UN-ECLAC, 2007)
17  (Rolnick, 2014)
18  (WFP, 2015)
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month of the year. The programme is designed to reach full scale after 6 years of implementation. At present, 

the programme parameters do not include donor-funding, yet the macro-simulation allows for this if necessary. 

Moreover, the macrosimulation includes different levels of parameters, such as target group size, to create 

various scenarios with different fiscal implications. Under the current programme, the macro-model presents 

three scenarios – extreme poor, poor and universal. Below, Table 1 summarises the modelling parameters for the 

Child Grant Programme.

Table 1. Child Grant modelling parameters

Programme description

Programme overview A child grant that is implemented to support a child’s development from the age 0-17.

Completion date Depends on whether or not the macrosimulation includes the donor-funding component.

Modelling parameter Low scenario Medium scenario High scenario

Benefit amount 35,715 Leones per child per 
month, adjusted to yearly 
inflation

35,715 Leones per child per 
month, adjusted to yearly 
inflation

35,715 Leones per child per 
month, adjusted to yearly 
inflation

Benefit duration Monthly Monthly Monthly

Targeting approach The extreme poor, those 
children aged 0 to 17 who fall 
below the 1.90 USD per day 
poverty line 

The poor, those children aged 
0 to 17 who fall below the 3.20 
USD per day poverty line

Universal, all children aged 0 
to 17 

Scale-up period 6 years 6 years 6 years

Operationalisation rate 70% 75% 80%

Pathways of modelling cash transfer returns for children

The impacts of the child grant on the beneficiary households are modelled through various channels. Firstly, it is 

assumed that the monthly receipt of the cash has an immediate positive effect on a household’s regular income. 

This leads to an increase in the household’s consumption resulting in local economy wide effects through increased 

productivity and economic activity for direct beneficiary and non-beneficiary groups. Furthermore, evidence has 

pointed towards the beneficial impact of a child grant on a child’s development through adequate nutrition and 

schooling as well as improved health. These expected improvements in health, education and nutrition related 

outcomes are modelled and monetized in the macrosimulation accordingly. More information on the exact levels 

of the assumed effects and the methodology used to estimate the subsequent results can be found in Annex I. 

Results of the analysis

The results of the child grant analysis indicate the relative affordability of the cash transfer programme at current 

scale as the return on investment outweighs the cost of the programme.

Cost-to-benefit effectiveness and cost feasibility analysis
Returns from the child grant are modelled through the positive local economy spill over effects that cash transfers 

have proven to generate on the African continent, the increased wage-earning capacities associated with the 

cash grant being utilized to send children to school, and a reduction in the burden of disease of children due 

to an increased probability of households being able to afford healthcare measures. On average, the gains of 

the programme increase from 0.8% of GDP at current levels to 4.4% after 10 years and 3.7% after 20 years. 

Disaggregated by targeting scenario, the gains, costs and returns to investment are illustrated in Figure 4. Thus, 
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depending on the economic effects assumed, the overall benefits of the child grant programme can increase to 

2.5% of GDP after 20 years, under the most conservative scenario, while reaching a level of 5.0% of GDP under 

universal targeting. As a ratio over its costs, the return on investment for the programme grows steadily, from an 

average of 1.76 in the first year of implementation to 2.26 over the 20-year simulation period, as shown by the 

dark blue bars in the figure below. Overall, these results indicate that the child grant programme delivers positive 

returns to the country, significantly benefiting local economies and their citizens.   

In addition to this, Figure 4 also presents the costs of the programme as a share of GDP over time. The decline in 

the benefits share as a percentage of GDP from the 5-year to the 20-year accumulation period, which subsequently 

affects the cost of the programme, is due to a slowing of the population growth rate as well as due to an assumed 

six year scale-up period of the programme, after which the share of beneficiaries reduces as a proportion of total 

population (and consequently total poor population). As such, the costs of the programme will increase from, an 

average of, 0.5% of GDP to 2.6% of GDP after 5 years. After having reached full scale, costs are expected to 

decline to 2.2% of GDP after 10 years and 1.7% of GDP after 20 years as the benefits of GDP growth outperform 

the inflation adjusted increased benefit levels. By inferring the trend further, one would expect an ever-lower 

share of costs as a share of GDP, highlighting the relative affordability of this programme over the long-term. An 

important point to note is the fact that over the course of the simulation period and across targeting scenarios, 

the benefits of the programme consistently exceed costs. 
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 Figure 4. Gains and costs for child grant, by targeting scenario

The returns to investment of the child grant are largely driven by the impact it has on the local economy (Figure 

5). When poor households receive cash transfers, they tend to have a very high marginal propensity to consume 
rather than to save. Thus, as a child grant will be spent on a child’s education, healthcare and nutrition, the 
increased consumption will have general equilibrium effects on the local economy as also non-beneficiary 
households as well as small and medium enterprises will benefit from the increased spending capacity of their 
community. Similar to results in other countries, the returns to the local economy account for 50% to 65% 
of total returns. As a result of increased disposable income to be used on children when sick, total returns to 
health account, on average, for about 38% of the total benefits. In addition to this, educational returns will start 
to accumulate after 10 years of a household receiving the child grant. However, these returns will remain a r 

elatively small share of the total gains.  
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Figure 5. Drivers of benefits for the child grant, as a share of total gains, average across the three 
targeting scenarios
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1.3 Cash-for-work programme
The 2017 Social Protection Policy as well as the MTNDP stipulate actions with regards to public works 

programmes. These programmes are intended to generate employment opportunities for individuals of working 

age, especially youth. The cash-for-work programme simulated as part of this analysis intends to provide poor or 

inactive individuals of working age an opportunity to earn money in exchange for labour during the lean seasons 

in Sierra Leone. Currently, it is assumed that there is one lean season every year. The objective of the programme 

is to reduce chronic or shock-induced poverty, while providing social protection, addressing social risks and 

reducing economic vulnerability. In addition to this, the programme includes a training component that caters to 

the poor and inactive youth population (15-35). Moreover, as a programme to strengthen Sierra Leone’s resilience 

to disasters, the cash-for-work programme can be scaled-up during emergencies. 

As such, the programme will provide one able-bodied adult of every poor and inactive household with a daily 

transfer of 22,727 Leones per day of work for a maximum duration of 30 days per year. The programme is 

expected to be implemented during Sierra Leone’s lean season which runs from September to October. This 

benefit was designed taking into consideration the minimum wage in Sierra Leone. In 2019, this amounted to 

roughly 51 USD (500,000 Leones). The programme is designed to reach full scale after 10 years of implementation. 

Along with this, the programme also includes a training component for poor or inactive youths (15-35) as well 

as an emergency component. The training component is provided for 10 days to targeted poor or inactive youth 

populations across Sierra Leone and is assumed to cost 47,250 Leones (roughly 5 USD) per day per beneficiary. On 

the other hand, the emergency component can be implemented in response to a natural disaster. As Sierra Leone 

is facing recurrent emergencies, this programme aims to provide immediate relief after an event. As such, the 

cash-for-work programme would be expanded both vertically and horizontally. This would not only provide support 

to additional households affected by the disaster but would also provide households that are already benefitting 

from the cash-for-work programme with an additional 10 days of work in a year at a rate of 34,091 Leones per 

day – a rate equivalent to one and a half times the minimum wage. At present, the programme parameters do 

not include donor-funding, yet the macro-simulation allows for this if necessary. Moreover, the macrosimulation 

includes different levels of parameters, such as target group size, to create various scenarios with different fiscal 

implications. Under the current programme, the macro-model presents three scenarios – extreme poor, poor and 

universal. Below, Table 1 summarises the modelling parameters for the Cash-for-Work Programme.
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Table 2. Cash-for-work modelling parameters

Programme description

Programme overview A cash-for-work programme is provided to one able-bodied adult in every poor or inactive 
household. In addition to this, the programme includes a training component for youths (15-35) and a 
possibility for emergency top-ups. 

Completion date Depends on whether or not the macrosimulation includes the donor-funding component.

Modelling parameter Low scenario Medium scenario High scenario

Benefit amount 22,727 Leones per poor and 
inactive household per day, 
adjusted to yearly inflation

22,727 Leones per poor and 
inactive household per day, 
adjusted to yearly inflation

22,727 Leones per poor and 
inactive household per day, 
adjusted to yearly inflation

Benefit duration A maximum of 30 days A maximum of 30 days A maximum of 30 days

Emergency top-up 11,364 Leones per poor or 
inactive household per day 
in addition to base benefit 
amount, adjusted to yearly 
inflation  

11,364 Leones per poor or 
inactive household per day 
in addition to base benefit 
amount, adjusted to yearly 
inflation  

11,364 Leones per poor or 
inactive household per day 
in addition to base benefit 
amount, adjusted to yearly 
inflation  

Emergency top-up duration A maximum of 10 days on top of 
the 30-day base duration

A maximum of 10 days on top of 
the 30-day base duration

A maximum of 10 days on top of 
the 30-day base duration

Targeting approach 33% of poor and inactive 
households 

66% of poor and inactive 
households

100% of poor and inactive 
households

Scale-up period 10 years 10 years 10 years

Operationalisation rate 60% 70% 80%

Pathways of modelling cash-for-work programmes

The impacts of the cash-for-work programme on the beneficiary households are modelled through various 

channels. Firstly, it is assumed that the receipt of the cash for labour has an immediate positive effect on a 

household’s regular income during the lean season. This leads to an increase in the household’s consumption 

resulting in local economy wide effects through increased productivity and economic activity for direct beneficiary 

and non-beneficiary groups. Furthermore, the inclusion of a training component provides valuable skills to Sierra 

Leone’s youth. Over the course of 10 to 20 years, the knowledge instilled through the training programme will 

increase the wage-earning capacity of an individual. It is also assumed that the able-bodied adult, which benefits 

from the Cash-for-Work Programme, will learn skills on the job. These skills also allow for an increase wage-

earning capacity in the future. Furthermore, as most individuals reside in rural areas of the country and depend 

on agriculture for subsistence, the macroeconomic analysis takes into consideration households that manage 

to transition from agricultural production to more productive sectors of society as a result of increased skill 

development. The last positive impact to be noted is the beneficial effect of the cash-for-work programme on the 

health outcomes of the beneficiaries. This is in line with literature found, in which public employment programmes 

are found to have positive effects on the welfare of men and women in areas such as nutrition, health, and female 

empowerment.19,20 More information on the exact levels of the assumed effects and the methodology used to 

estimate the subsequent results can be found in Annex I. 

19  (Das, 2012), (Holmes, Sadhana, & Saswatee, 2010), (Jandu, 2008), (Nayak & Reetika, 2009), (Das & Mocan, 2016)
20  These impacts are contingent on sensible design and implementation features. Badly designed and implemented public works programmes can also 

harm the nutritional status and health of beneficiaries.
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Results of the analysis

The results of the cash-for-work analysis indicate the relative affordability of the programme in the long-run as the 

return on investment outweighs the cost of the programme.

Cost-to-benefit effectiveness analysis and cost feasibility analysis
As with the child grant, the returns for the cash-for-work programme are modelled through positive local economy 

spill overs, increased wage-earning capacities as a result of the training programme as well as skills learned on 

the job, positive impact on health, and lastly, the transition for a family depending on subsistence agriculture to a 

sector that is more productive as a result of newly learned capabilities and skills. The returns on investment of the 

assets developed (e.g. the infrastructure built) under the programme is not yet taken into consideration, thus the 

gains depicted in Figure 6 are likely to be higher as a result. On average, the gains of the programme increase 

from 0.2% of GDP at current levels to 1.6% after 10 years and 1.4% after 20 years. Disaggregated by targeting 

scenario, the gains, costs and returns to investment are illustrated in Figure 6 below. Thus, depending on the 

economic effects assumed, the overall benefits of the cash-for-work programme can increase to 0.6% of GDP 

after 20 years, under the most conservative scenario, while reaching a level of 2.3% of GDP under the universal 

targeting of the poor or inactive working-age population. As a ratio over its costs, the return on investment for the 

programme remains rather stable across the 20-year simulation period, averaging at around 1.10 in the first year 

of implementation to 1.03 over the 20-year simulation period, as shown by the dark blue bars in the figure below. 

When disaggregating by targeting scenario, the rate of return under the most conservative scenario is equivalent 

to 1.1 in 2039, while reaching a level of 1.0 under universal targeting. It is once again important to note that the 

returns of investment do not include the benefits accrued as a result of assets developed over this time period. 

The inclusion of such benefits would certainly allow the gains to outweigh the costs of the programme and would 

thus also result in a higher ROI per simulation year. Thus, it can be concluded, that the Cash-for-Work Programme 

provides immediate effects in the short- to medium-term, as well as in the long-term.  

In addition to this, Figure 6 also presents the costs of the programme as a share of GDP over time. The decline 

in the benefits share as a percentage of GDP from the 10-year to the 20-year accumulation period, which 

subsequently affects the cost and the gains of the programme, is due to a slowing of the population growth rate 

as well as due to an assumed ten year scale-up period of the programme, after which the share of beneficiaries 

reduces as a proportion of total population (and consequently total poor population). As such, the costs of the 

programme will increase from, an average of, 0.2% of GDP to 1.8% of GDP after 10 years. After having reached 

full scale, costs are expected to decline to 1.6% of GDP after 15 years and 1.4% of GDP after 20 years as the 

benefits of GDP growth outperform the inflation adjusted increased benefit levels. While benefits are not always 

above costs in the early years of the programme, this changes towards the end of the 20-year simulation period. 

By extrapolating the trend further into the future and recognizing the fact that the benefits accrued from asset 

development are not yet included, one would expect an ever-lower share of costs as a share of GDP along with 

an ever-widening gap of the benefit-to-cost ratio, highlighting the relative affordability of this programme over the 

long term. 
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 Figure 6.  Gains and costs for the cash-for-work programme, by targeting scenario
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The returns to investment of the Cash-for-Work Programme are largely driven by the impact it has on the local 

economy (Figure 7). As was the case for the child grant, the additional money earned by taking part in the Cash-

for-Work Programme provides a household with extra spending capacity. The gained income allows the poor and 

inactive households to afford goods and services that they could otherwise not afford before the implementation 

of the programme. Thus, similar to results in other countries, the returns to the local economy account for 80% to 

90% of total returns. As a result of increased disposable income to be used on nutrition and health, total returns 

to health account, on average, for about 22% of the total benefits. In addition to this, poor and inactive youth 

(15-34) participating in the skills-development programmes will benefit from an improved wage-earning capacity 

in the long-run. As a result of skills gained on the job or training provided, a small percentage of beneficiary 

agricultural households may be able to transition into a more productive sector. This would allow the household 

to increase their monthly household income from an average of 140,452 Leones to 175,565 Leones. However, 

these returns along with those gained as a result of increased wage-earning capacity will remain a relatively small 

share of the total gains.  
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Figure 7.  Drivers of benefits for the Cash-for-Work Programme, as a share of total gains, average 
across the three targeting scenarios
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1.4 Cash transfers to the elderly and the disabled
While many developing countries have social security programmes in place for the elderly, they often only cover 

a small share of the total population. This is largely a result of a small formal sector and a large informal one. As 

the old-age dependency in Sierra Leone rises, increased pressure will be placed on the working-age population to 

provide – a share that is forecasted to decline over the coming six decades (see Figure 2 in Chapter 1). As such 

formal programmes are unlikely to meet the needs of the elderly in the coming decades, it is of utmost importance 

that safety nets are put in place to avoid the elderly of falling into poverty. Thus, as part of the third programme 

modelled, an unconditional cash transfer is provided to the elderly (60+). In addition to this, the programme 

covers another vulnerable population group – persons with disabilities. This social dimension of vulnerability 

significantly shapes the affected population’s exposure to risk as well as their resilience. In countries around the 

world, especially in developing ones, disability can be a barrier to accessing secure livelihoods as well as essential 

services such as education and health. As such, the cash transfer put in place allows for an improvement in 

the standard of living of persons with disabilities as well as improve their access to essential services, thereby 

ensuring inclusive and equitable outcomes as well as fostering their contribution to the economy. 

As such, the modelled cash transfer programme provides both the elderly (60+) and persons with disability (0-

59), with an amount equivalent to 35,715 Leones per month. This benefit was designed taking into consideration 

the total expenditure paid by households to provide their family with food security – a average of two meals per 

day consisting of nutritious food consumption.21 In 2015, this equated to approximately 18 USD (171,000 Leones 

in 2019). Payments will be made regularly in every month of the year. The programme is designed to reach full 

scale after 5 years of implementation. In addition to this, the model includes a livelihood and skill-development 

component for the disabled youth (15-35). Over a course of 6 months per year, persons with disabilities (0-59) 

receive training with the aim to improve their overall standard of living, while providing the skills for them to 

21  (WFP, 2015)
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contribute to society. This programme would cost 472,500 Leones per month per beneficiary (approximately  

50 USD) for a total of 6 months per year. At present, the programme parameters do not include donor-funding, 

yet the macro-simulation allows for this if necessary. Moreover, the macrosimulation includes different levels of 

parameters, such as target group size, to create various scenarios with different fiscal implications. Under the 

current programme, the macro-model presents three scenarios – extreme poor, poor and universal. Below, Table 

3 summarises the modelling parameters for the Cash Transfer Programme.

Table 3. Cash transfer modelling parameters

Programme description

Programme overview A cash transfer provided to the elderly (60+) and the disabled (0-59). In addition to this, the 
programme includes a training component for persons with disabilities (15-35).

Completion date Depends on whether or not the macrosimulation includes the donor-funding component.

Modelling parameter Low scenario Medium scenario High scenario

Benefit amount 35,715 Leones per beneficiary 
per month, adjusted to yearly 
inflation

35,715 Leones per beneficiary 
per month, adjusted to yearly 
inflation

35,715 Leones per beneficiary 
per month, adjusted to yearly 
inflation

Benefit duration Monthly Monthly Monthly

Targeting approach 33% of elderly (60+) and 
disabled individuals (0-59)

66% of elderly (60+) and 
disabled individuals (0-59)

100% of elderly (60+) and 
disabled individuals (0-59)

Scale-up period 5 years 5 years 5 years

Operationalisation rate 70% 75% 80%

Pathways of modelling cash transfer returns for the elderly and disabled

The impacts of the cash transfer programme on the beneficiary households are modelled through various 

channels. Firstly, it is assumed that the receipt of the cash transfer has an immediate positive effect on a 

household’s regular income and thus its consumption in the local community. This leads to positive spill-over 

effects to non-beneficiary groups. Furthermore, as evidence on Sub-Saharan Africa shows22 the co-residence 

of elderly individuals in poor households is generally considered beneficial for the children and grandchildren. 

For example, children of grandparent headed households in Malawi, Mozambique, and Zambia have better 

educational outcomes than those living in households headed by other relatives or nonrelatives. In Lesotho, it 

was found that living with a grandparent has a positive impact on a child’s participation in education. Thus, an 

increase in the elderly’s income as a result of the cash transfer could allow a number of households to be able to 

send their children to school, thereby increasing the children’s future wage-earning capacity. In addition to this, 

grandparents may influence a child’s psychological and physical health outcomes as they are often times highly 

involved as secondary caregivers. As such, the improved health of children was also modelled as a positive spill-

over of the programme. Lastly, it is to be noted that the training programme for persons with disabilities will 

also allow them to increase their wage-earning capacity in the future as a result of newly developed skills and 

livelihood management. More information on the exact levels of the assumed effects and the methodology used 

to estimate the subsequent results can be found in Annex I. 

22  (Zeng & Xie, 2014), (Parker & Short, 2009), (Kreidl & Hubatková, 2014), (Schrijner & Smits, 2018)
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Results of the analysis

The results of the cash transfer analysis indicate the relative affordability of the programme as the return on 

investment outweighs the cost of the programme across all simulation years.

Cost-to-benefit effectiveness analysis and cost feasibility analysis
As with the previous two programmes, the Cash Transfer Programme for the elderly (60+) and the disabled (0-59), 

the returns are modelled through positive local economy spill overs, increased wage-earning capacities as well 

as a positive impact on health. On average, the gains of the programme increase from 0.10% of GDP at current 

levels to 0.49% after 5 years and 0.51% after 20 years. Disaggregated by targeting scenario, the gains, costs and 

returns to investment are illustrated in Figure 8 below. Thus, depending on the economic effects assumed, the 

overall benefits of the Cash Transfer Programme can increase to 0.23% of GDP after 20 years, under the most 

conservative scenario, while reaching a level of 0.80% of GDP under the universal targeting of the elderly (60+) 

and disabled (0-59). As a ratio over its costs, the return on investment for the programme increases steadily over 

the 20-year simulation period, averaging at around 1.25 in the first year of implementation to 1.43 in the 20th year, 

as shown by the dark blue bars in the figure below. Overall, these results indicate that the programme delivers 

positive returns to the country, significantly benefiting local economies and their citizens.  

In addition to this, Figure 8 also presents the costs of the programme as a share of GDP over time. The decline in 

the benefit share as a percentage of GDP from the 5-year to the 20-year accumulation period, which subsequently 

affects the cost and the gains of the programme, is due to a reduced population growth rate as well as a five year 

programme scale-up period, after which the share of beneficiaries reduces as a proportion of the total population 

(and consequently total poor population). As such, the costs of the programme will increase from, an average 

of, 0.08% of GDP to 0.39% of GDP after 5 years. After having reached full scale, costs are expected to decline 

to 0.38% and 0.37% of GDP after 10 to 15 years, respectively, and 0.36% of GDP after 20 years. This is a result 

of the benefit growth, as a percentage of GDP, outperforming the inflation adjusted increased benefit levels. By 

extrapolating the trend even further, one expects an ever-lower share of costs as a share of GDP, highlighting the 

relative affordability of this programme over the long-term as the benefits of the programme consistently exceed 

costs. 
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Figure 8. Gains and costs for the Cash Transfer Programme, by targeting scenario
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Return on investment (Ratio)           Overall benefits (% of GDP) Overall cost (% of GDP)

The returns to investment of the Cash Transfer Programme are largely driven by the impact it has on the local 

economy (Figure 9). When poor households receive cash transfers, they tend to have a very high marginal 

propensity to consume rather than to save. Thus, the increased consumption will have general equilibrium effects 

on the local communities as not only does the transfer benefit the aged and persons with disabilities, it also 

benefits the community as well as small and medium enterprises. Based on the modelled parameters of the 

programme, the returns to the local economy account for roughly 61% to 67% of total returns. The total returns 

to health, on the other hand, account, on average, for about 33.5% of the total benefits. In addition to this, 

educational returns will start to accumulate after 10 years, yet they remain relatively small as a share of the total 

gains (approximately 1.9% on average).   
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 Figure 9. Drivers of benefits for the Cash Transfer Programme, as a share of total gains,  
average across the three targeting scenarios

100

80

60

40

20

0Pe
rc

en
ta

ge
 o

f 
to

ta
l p

ro
gr

am
m

e 
ga

in
s

C
ur

re
nt

5 
ye

ar
s

10
 y

ea
rs

15
 y

ea
rs

20
 y

ea
rs

Local economy effects           Increased wage earning capacity Improved health

Having described the parameters and the effects of the three modelled programmes, the following chapter will 
delve into their financing. As such, chapter 3 will commence with an overview of avenues that can be utilized to 
create fiscal space, after which an in-depth analysis of Sierra Leone’s fiscal context is provided. Following this, 
the chapter will provide information on the approach and methodology used to model fiscal space creation along 
with its results. Provided this as well as the analysis undertaken in the remainder of the report, the final section of 
chapter 3 will focus on key recommendations for the Government of Sierra Leone as well as the next steps to take. 
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Social Protection and its  
Financing in Sierra Leone

1. Avenues of Fiscal Space 
Creation

The argument that expenditure on social protection is not affordable 

in developing countries is increasingly being challenged. The 

international development community as well as governments 

and local actors increasingly see the benefits associated with investing 

into social protection. Finding the fiscal space to do so is necessary not 

only for the development of the country and the achievement of the 

Sustainable Development Goals, but most importantly for the welfare 

of citizens. As such, eight financing avenues, based on policy positions 

by the United Nations as well as international financial institutions 

and governments, can be identified – (i) increasing tax revenues, (ii) 

expanding social security coverage and thus contributory revenues, (iii) 

lobbying for increased grants, (iv) eliminating illegal financial flows, (v) 

borrowing or restructuring debt, (vi) adopting a more accommodative 

macroeconomic framework, (vii) re-allocating public expenditure, and 

(viii) tapping into foreign exchange reserves.23 While the first six are ways 

to increase national budgets, the last two options refer to the redirection 

of resources to the area of social protection. 

When discussing fiscal space, the common definition that is referenced 

is “the room in a government’s budget that allows it to provide 

resources for a desired purpose without jeopardizing the sustainability 

of its financial position or the stability of the economy24.” As such, times 

of instability and fragility call for governments to explore all possible 

alternatives of fiscal space creation when investing into their national 

socio-economic development. Table 4 provides an indication of what 

fiscal space strategies have been used across nine identified countries.

23  (Ortiz, Cummins, & Karunanethy, 2017)
24  (Ibid)
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Table 4. Matrix of fiscal space creation in nine selected countries

Bolivia Botswana Brazil Costa Rica Lesotho Iceland Namibia
South 
Africa Thailand

Re-allocating public expenditures x x x x x

Increasing tax revenues x x x x x x x

Expanding social security 
contributions x x x x x x

Reducing debt/debt service x x x x x x x x

Curtailing illegal financial flows x

Increasing grants x

Tapping into fiscal reserves x x x

More accomodative 
macroeconomic framework x x x

1.1  Increasing tax revenues
The first alternative to creating fiscal space involves the increase of tax compliance rates and/or the rise of 

tax rates. This allows a government to raise additional revenue without needing to sacrifice its expenditure in 

other areas of the economy. Nevertheless, of high importance is the fact that a trade-off between revenue and 

other macroeconomic indicators occurs when taxes are changed. As such, a government needs to ensure the 

careful design and implementation of this approach. The most common taxes that governments tend to change to 

create fiscal space consist of taxes on goods and services (VAT), income taxes, corporate taxes, property taxes, 

inheritance taxes, duties levied on imports and exports, as well as tolls. 

Today, many tax regimes across a variety of countries can be termed regressive – indicating that a larger 

proportion of income is taken from the poor rather than the rich. In the long term, this may do more harm than 

good as poorer households are spiralled into a vicious circle of poverty. Therefore, it is imperative to ensure that 

discussions on distributional impacts are at the forefront when devising tax policy. Given the urgency to create 

fiscal space, many countries are looking to increasing tax revenue through the closure of loopholes in tax laws 

and regulations, the development of collection capacities, as well as the extension of the tax base. The latter is 

of critical importance, especially in developing countries, where a large proportion of the population is employed 

in the informal economy. 

1.2  Expanding social security coverage/contributions
Traditionally, social protection is known to be financed through contributions payed into a social security scheme. 

These include unemployment insurance, health insurance, pension schemes, as well as worker compensation 

insurance. However, as these schemes cater primarily to the formal sector, a large proportion of the population in 

many developing countries is left out. The benefits of investing into formal social security schemes has long been 

established. This ranges from households receiving reliable and predictable transfers that allow them to stay out 

of poverty. Furthermore, the schemes protect the beneficiaries from unexpected events such as unemployment 

and illness, as well as provide support during maternity and old age. To date, nearly all developed economies have 

used such schemes to their advantage, particularly to create fiscal space (Figure 10). 
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Figure 10. Ratio of social security contributions to public social protection expenditure  
(% of GDP, latest year available)23
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1.3 Lobbying for increased grants
The third option of creating fiscal space is by increasing international transfers through three main avenues – (i) 

lobbying for increased North-South development assistance, (ii) lobbying for increased South-South transfers, 

and (iii) decreasing the flow of money from South to North (e.g. illegal financial flows that are described in 

the next sub-section). The first avenue is, in principle, the first option for expanding fiscal space for developing 

economies. This, however, forgets the fact that current development assistance has been insufficient based on 

a number of characteristics including predictability, size, concentration, conditionality, and fungibility. In fact, in 

2012, it has been evidenced that overseas development assistance amounted to solely 3% of total GDP in Sub-

Saharan Africa.26 Globally, it has been found that 14 countries receive more than 30% of overseas development 

assistance, while many of the countries that need it the most are excluded. The later includes countries such as 

Burundi, Liberia, Niger, Guinea, Sierra Leone, and Togo. In fact, Sierra Leone, from 2008 to 2012, received solely 

0.3% of global aid even though it had the highest rate of infant mortality amongst the 13 poorest countries of 

the world.27 Yet, when comparing how much of the overseas development assistance was used to fund public 

health, it is shown that the social sectors were not a priority area for foreign assistance in Sierra Leone as well 

as in many other developing countries. Instead it has been found that much of the development assistance 

received is used to pay off debt rather than being invested into economic and social programmes. This comes to 

show that developing countries must specifically look to target donors that provide a higher amount of country 

programmable aid as a percentage of their overall development assistance.

On this note, it is also important to highlight the fact that South-South transfers are becoming increasingly more 

important as a source of fiscal space creation. Their main channels of disbursement include bilateral aid, regional 

development banks, and regional integration. In 2014, it was found that bilateral aid accounted for roughly 8.5% of 

total global development cooperation. Furthermore, a country can benefit extensively from regional development 

25  (Ortiz, Cummins, & Karunanethy, 2017)
26  (Ibid)
27  (Ibid)
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banks and regional integration as a result of establishing trading strategies, aiding in the redressal of social 

asymmetries, while also raising the standard of living through regional transfers that are focused on socio-

economic investments. 

1.4 Eliminating illegal financial flows
The elimination of illicit financial flows can also create additional resources for critical social and economic 

investments in a country. Developing countries in which high levels of corruption exist are majorly affected by 

illicit financial flows. In fact, such illicit flows include any income that is illegally earned, transferred or utilized. 

This includes tax evasion, bribery, the mispricing of goods, money laundering as well as other financial crimes. In 

2012, illicit financial flows amounted to a level that was ten times larger than the official development assistance 

received by developing countries.28 Put more simply, for every dollar of development assistance received by 

a developing country, seven dollars are given back to wealthy countries through illicit financial outflows. Thus, 

developing countries are encouraged to eliminate these illicit flows.

1.5 Borrowing/debt restructuring 
The proper management of a country’s debt is key to a good macroeconomic policy framework. Countries that 

are faced with high levels of debt distress run the risk of losing access to the capital market, of disrupting financial 

intermediation and of hindering economic activities. In order to be able to increase borrowing, countries in debt 

distress could either re-negotiate their debt, ask for debt forgiveness, undertake debt swaps or debt repudiation. 

For countries which are not in debt distress, additional borrowing may be an avenue of fiscal space creation. 

1.6 Adopting a more accommodative macroeconomic framework
In the past, much macroeconomic attention has been placed on short-term stabilization measures (e.g. controlling 

inflation and decreasing fiscal deficits) with the aim of economic liberalization, global market integration and the 

attraction of investment. With such a strong emphasis placed on these measures, developing countries run the 

risk of neglecting employment-generated growth and social development. Thus, focus has now shifted towards 

a more accommodative macroeconomic framework that is based on both monetary and fiscal policy. As part of 

the latter, growing evidence points towards the need to ease national budget constraints. As such, an increasing 

degree of deficit spending can be accommodated if supported by adequate social investments that allow for 

poverty alleviation and productive growth. As part of a second channel to creating a more accommodative 

macroeconomic framework, governments are encouraged to engage in a more expansionary monetary policy. 

Caution however is required with this technique as its success largely depends on the extent to which wages and 

incomes are adjusted to overall changes in prices. As such, it is necessary to ensure that monetary policies are 

designed to encourage the creation of employment. 

1.7 Re-allocation of public expenditure
The reallocation of public expenditure has been known to be the most orthodox option for a country, yet many 

difficulties arise as well. For this approach to be successful in creating fiscal space, there must be political will. In 

many countries, the allocation of the national budget is influenced by vested interests and/or ideological positioning. 

Despite this, there are known ways to prioritize socially responsive spending even when the national budget is 

contracting. The first line of action to creating fiscal space through re-prioritization is the explicit identification 

28  (Ortiz, Cummins, & Karunanethy, 2017)
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of government priorities. Strategies that can be followed to attain this include the re-prioritization of spending 

through Public Expenditure Reviews and social budgets, the replacement of high-cost, low-impact investments, 

the elimination of inefficiencies, as well as the fight of corruption. To be noted, however, is the fact that national 

spending reforms take time and thus will not generate fiscal space in the short-term. Thus, while this option of 

fiscal space creation is a good starting point, the government must also consider other options. 

1.8 Tapping into fiscal and foreign exchange reserves
The final avenue of fiscal space creation entails the use of a country’s fiscal reserves that have been accumulated 

through government budget surpluses, profits from state-owned companies, as well as other government 

net income. Foreign exchange reserves, on the other hand, are accrued through current and capital account 

interventions by the national central banks. While the former can be spent without incurring national debt, this 

is not the case for the latter as the government must borrow. Therefore, the use of this method to create fiscal 

space must be used with caution. 
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2. Fiscal Context in Sierra Leone
Sierra Leone is still on its path to recovery following the effects of an Ebola outbreak, a landslide as well as a 

drop in the price of iron ore. While the natural disasters affected the socio-economic livelihoods of its citizens 

by disrupting healthcare and education, as well as agricultural production and trade, the decline in the price of 

iron ore affected the country’s macro-financial stability. Combined, these events reversed the positive growth 

trajectory of the country, from a level of 20.1% in 2013 to 3.8% in 2018. Inflation, which was a moderate in 2015, 

increased to 19.3% in 2018 and now sores at a level of 17.5% in 2019 as a result of the fading impact of the fuel 

price liberalization, tighter monetary policy as well as a slow-down in the growth of food inflation. In line with this, 

the Bank of Sierra Leone needs to be vigilant in regard to the depreciation of the Leone as this also contributes 

to the inflationary pressure faced by the economy as well as to the increase in total public debt, which has risen 

from 64.6% in 2017 to 66.3% in 2018. At these levels, Sierra Leone is characterised as a country at high risk of 

debt distress.

While the nation has been known for its low revenue to GDP ratio and higher government expenditure, 

improvements have been seen in 2019. In fact, the country’s fiscal deficit has seen a decline from 8.6% in 2017 

to 6.6% at the beginning of 2019 as a result of revenue mobilizing reforms and significant underspending by the 

government. As a result of a reduction in duty and tax waivers, an elimination of fuel subsidies as well as the 

introduction of a treasury single account, domestic fiscal revenue is said to have increased from 14.9% in 2017 

to 17.2% of GDP in 2018. This along with improvements in the mining, agriculture and services sector are said to 

improve and stabilize growth at approximately 5.2% by 2021.29    

Although improvements have been seen in the past two years, fiscal space in Sierra Leone is still very limited – 

especially for social protection. As such, the government along with relevant actors and partners in the area of 

social protection held bilateral and multilateral stakeholder meetings and workshops, in order to define concrete 

ways of creating fiscal space for Sierra Leone. Consequently, along with an expansion of social security coverage 

to workers in the informal sector and thus increased contributory financing of social protection, stakeholders 

identified the following options to consider in fiscal space creation: (i) increase in domestic revenue collection; 

and (ii) a shift/re-allocation in existing public expenditure. In terms of domestic revenue collection, stakeholders 

acknowledged that there is substantial room to generate fiscal space through strengthened internal revenue 

collection – a share of which could then be allocated to financing social protection in the country. Currently, 

Sierra Leone’s tax revenue makes up 11.5% of its GDP, with the country aiming to achieve a tax-to-GDP ratio 

of 20% by 2023. Options on increasing domestic revenue collection through the introduction of new taxes, for 

example on hotels, alcohol and tobacco, were also discussed. Additionally, stakeholders acknowledged the need 

to strengthen collection mechanisms. 

With regards to shifting/reallocating public expenditure, stakeholders clarified that, currently, inefficiencies in 

the design and implementation of policies and programmes result in a loss of resources. Hence, assessing 

current expenditures in terms of their efficiency and subsequently re-allocating expenditure could create fiscal 

space for social protection spending.       

Lastly, stakeholders also identified several avenues for fiscal space creation as unsuitable for Sierra Leone, 

including increased borrowing as well as increasing fiscal deficits, due to the high debt-to-GDP ratio (64.6% as of 

2017) and the economic repercussions of an increase in deficit spending. 

29  (WB, 2019)
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3. Study Approach and Methodology
3.1 What is a fiscal space analysis for social protection?
Traditionally, a fiscal space analysis for social protection is concerned with two components: i) estimating the 

forthcoming costs of priority social protection programmes over the long-term, and ii) assessing the potential to 

create fiscal space for the financing of these social protection priorities in the future. Combining both components, 

i.e. the cost estimates for social protection and the projections of fiscal space, paints a clear picture of what social 

protection programmes can feasibly and sustainably be implemented in the country over the coming years. The 

fiscal space analysis for Sierra Leone followed the same structure. In-country stakeholder consultations and 

workshops, and a structured desk review served to paint a picture of the current status of social protection and 

its financing in the country and to identify social protection priorities, as well as potential avenues of fiscal space 

creation for the years to come. A macro-simulation model, built on historic data and forecasts of demographic, 

economic, fiscal and social data, then assessed the costs of these social protection priorities and the potential 

to generate fiscal space to finance these priorities over the long-term. Table 5 below summarises the two 

components of a fiscal space analysis, with the following sub-sections of this chapter further elaborating on each.

Table 5. Overview of the fiscal space analysis components

Programmatic cost projections Fiscal space scenarios

• Identify and model social protection programme priorities

• Identify the cost drivers and parameters of such projections. 
These include population projections, benefit levels, take-up 
rates, targeting scope, enrolment rates, etc.

• Explore options of creating additional fiscal space over the 
short-, medium;, and long-term;

• Identify the budgetary space that Sierra Leone is able and 
willing to spend on social protection;

• Compare the budgetary space with the costs of programme 
prioriteis. This allows for a feasibility and sustainability 
assessment of the modeled programme(s).

Component one: social protection cost projections

As mentioned, the first component of the analysis entails cost projections of the social protection priorities 

for Sierra Leone over the coming years, which were decided upon and validated during in-country stakeholder 

consultations. Once consensus was built around these priorities, the financial implications of there were estimated 

over the long-run – the next 20 years. This was done with a macro-simulation model in which cost projections are 

based on historic and forecasted data taking into consideration population dynamics as well as relevant social 

indicators and their expected performance. Moreover, the costs of these programmes were estimated based on 

concrete and realistic implementation scenarios.  

Moreover, different benefit levels and target group parameters were modelled, therewith creating different 

scenarios with different cost implications for each programmatic option. For instance, one scenario may cost a 

child grant only for the children aged 0 to 17 situated in extreme poverty, while another scenario does so for the 

universal child population (aged 0 to 17). Another example would be the costing of a social pension for all older 

persons above the age of 60 years, whilst another scenario only grants the benefit to those aged 65 years and 

above. All cost projections incorporate administrative cost and their development over time, and are presented 

as absolute costs in Leones, and as a percentage of GDP and government expenditure. In line with economic 

growth and population dynamics, these cost simulations often reveal that programmes become increasingly 

affordable in the long-term.  
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Component two: fiscal space scenarios

The second component of the analysis seeks out the avenues for fiscal space creation. A structured desk review 

of social protection financing in Sierra Leone, its overall fiscal and economic situation as well as findings from 

stakeholder consultations (discussed above in sub-section 2 of this chapter) were utilized to critically assess the 

feasibility and sustainability of fiscal space creation. The relevance of each option to a government differs, with 

the feasibility and extent of realization depending on the particular country context. The focus of the study and 

the stakeholder discussions lay on identifying suitable avenues to generate additional fiscal space – thus, looking 

at how the share of the total pie could be expanded, and not at how to redistribute existing shares. Whilst there 

is value in assessing current allocations of public resources, any potential efficiency gains within these are often 

difficult to attain and take time to bear fruits. 

Using historical trends, the macro-simulation model of the analysis projects key macro-economic indicators into 

the short-, medium-, and long-run. Acknowledging the Government’s fiscal priorities for the country over the 

coming years and keeping its expenditure profile in line with current trends, the various fiscal space creation 

options deemed feasible for Sierra Leone were integrated into the model of macro-economic projections. By 

modelling these fiscal space options and their returns over the short-, medium- and long-term, a fiscal surplus 

emerged, out of which scenarios for fiscal space in the area of social protection were developed. The latter 

assumed that a specified share of the fiscal space created would go to social protection financing, essentially 

creating low (10%), medium (20%) and high (30%) scenarios of fiscal space for social protection. The resulting 

scenarios were projected over the long-run and are expressed as a share of the projected GDP.

Linking programme costs to fiscal space

The final step of the analysis involved the creation of fiscal space scenarios by linking Sierra Leone’s social 

protection priorities to its willingness to pay for them. Through the combination of the two, policymakers and 

relevant actors can see what programmes can be implemented if Sierra Leone would spend a low-, medium- or 

high level of the additional fiscal space generated on social protection. In addition to identifying which individual 

programmes could be implemented and financed sustainably within which fiscal space scenario, the linkage of 

both components reveals how much total fiscal space is needed to implement the entire set of programmes, and 

whether such a systematised attempt is feasible. 

Data sources

The quantitative data utilized to project programme costs and fiscal space creation in the macro-simulation model 

stems from a wide array of sources, the most relevant of which include data retrieved from the Government of 

Sierra Leone, the Bank of Sierra Leone, the International Monetary Fund, various United Nations agencies and 

the World Bank. To the extent possible, national data sources were consulted including surveys conducted by 

Statistics Sierra Leone. The fiscal space projections are based on fiscal data compiled by the Government of Sierra 

Leone. Next to historic values, the budget profile for the country also provides projections on future expected 

government revenue and expenditure. Additionally, historic and future trends for the economic development of 

the country, including GDP growth, interest rates and inflation, utilise IMF and Government data. Demographic 

indicators, including total population, age groups, crude birth rate, and life expectancy were withdrawn from 

the Population Division of the United Nations Department of Economic and Social Affairs (UN DESA). Other 

data sources for the model include the ILO, the WFP and  UNICEF on social data such as unemployment rates, 

inactivity rates, poverty rates, and food insecurity rates. Lastly, information on health-related indicators were 

obtained from the WHO.  
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Limitations of study

Firstly, the study is limited in its extent to incorporate all social protection priorities as outlined in the 2017 

Social Protection Policy and the MTNDP. Therefore, stakeholder consultations and discussions were held during 

the missions to Sierra Leone, which resulted in an agreement to include the five social protection priorities as 

outlined in chapter 2, section 1.1 above. The choice of the modelled programmes, however, does not diminish 

the relevance of other social protection programmes for the country. This study does not claim that the chosen 

programmes are the only priorities for Sierra Leone, but instead emphasizes the need to strategically limit the 

selection of programmes in order to prevent limited subsequent policy uptake of the study. Nevertheless, it 

should be stressed that a scale-up of programmes to expand to wider target groups, as well as the introduction of 

other programmes and/or complementary interventions, ideally with linkages amongst each other, is encouraged.   

Additionally, when modelling future programme costs and fiscal space, certainly, challenges are encountered due 

to the array of factors that impact programme costs and the creation of fiscal space over the long run. The model 

is limited in the extent to which it can fully account for all forces that influence each component of the analysis, 

and hence must rely on sensible assumptions. Whilst the model is based on the most recent data available and 

utilises existing projections as much as possible, modelling in the long-term relies on assumptions, which are 

made based on historic trends or obtained from previous research.  

3.2 Findings of the fiscal space analysis
This sub-section presents the findings of the macro-simulation analysis. In the first part, the findings of component 

one – the costing of social protection programme priorities over the long term – are outlined. Subsequently, the 

section turns to the findings of the second component - the potential avenues of fiscal space creation for social 

protection. Along with this second component, the paper will outline in detail which fiscal avenues were chosen 

for Sierra Leone, how they were modelled and what the consequent outcomes were. In the final part of this sub-

section the results of both components are linked, providing insights into what options and combinations could 

be feasible and sustainable for Sierra Leone.    

Component one: social protection programme costs

The first component estimates the costs of the child grant, the cash-for-work programme as well as the cash 

transfer programme for the aged and disabled for the coming 20 years. Based on the parameters elaborated on 

in chapter 2, section 1 of this report, the costs will be presented for the three pre-identified targeting scenarios 

for all three programmes.  

Child Grant
Figure 11 illustrates the costs as a share of current GDP of the three modelled scenarios for the child grant 

over the coming 20 years. It has been assumed that the programme is not funded through donor contributions. 

However, the macro-simulation model does allow for the inclusion. As such, the green area in the figure below 

represents the maximum amount of additional financing required. The total amount that is needed to finance the 

child grant depends on the targeting scenario chosen. If the government solely wants to target children situated 

in extreme poverty, then additional financing will be required up to the grey dotted line. In case the child grant 

is targeted towards children in poor households, required financing is signified by the green area bound by the 

striped, light blue line. Under a situation of universal targeting, then entire green area provides the government 

with an indication of the cost of the child grant over the next 20 years. As illustrated, all three scenarios initially 

rise and then fall after 2024. This is a result of the underlying modelling parameters, which assume a take-up 
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period of 6 years. From 2025 onwards, a decrease in the overall cost of the programme over time is seen for all 

three scenarios. As such, as a percentage of GDP, the low scenario costs 1.6% in 2024, while the medium and 

high scenario cost 2.3% and 3.2%, respectively. By 2039, the respective costs of the three scenarios will be 

0.85%, 1.2%, and 1.7% of GDP. 

Figure 11.  Costs of the Child Grant scenarios, as share of GDP
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Cash-for-Work Programme
Similar to the Child Grant above, the Cash-for-Work Programme modelled the costs for three different scenarios 

over the next 20 years. Not only did these include the costs of labour for those households participating in the 

programme, but it also included the cost of a training component that was provided to poor and inactive Sierra 

Leonean youth aged 15 to 35. The low scenario focused on 33.3% of all poor and inactive households, while the 

medium scenario included 66.6% and the high scenario represented universal coverage. If implemented within 

the coming year, assuming a 10-year scale-up period, the Cash-for-Work Programme would cost 0.09% of GDP 

under the low scenario, 0.22% under the medium scenario and 0.37% under the high scenario (Figure 12 on 

the left). While costs increase with time due to the assumed modelling parameters, they start to reduce after the 

programme has reached full scale in 2029 – reaching a maximum level of 0.76% of GDP with the low scenario, 

1.78% with the medium scenario and 3.05% with the high scenario. By 2039, the costs will have reduced across 

the three scenarios ranging from a minimum of 0.57% of GDP to a maximum of 2.28% of GDP. In addition to 

this, the modelled programme includes an emergency component as described in chapter 2, section 1. Thus, in 

the event of a disaster, the programme can be scaled up both vertically and horizontally. As such, the costs of the 

programme under each scenario rise by a factor of 1.4 for every year (see Figure 12 on the right).
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Figure 12. Costs of the cash-for-work scenarios without an emergency (top) and with an emergency 
(bottom), as share of GDP
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Cash transfers to the elderly and the disabled
The protection of the elderly and the disabled was a programme priority that was repeatedly mentioned during 

stakeholder consultations. As such, a social pension for individuals aged 60 and over as well as an unconditional 

cash transfer for persons with disabilities (0-59) was modelled.30 As shown in Figure 13, the costs of the 

programme start to fall in year 2023, representing the point at which the programme reached its full scale. As 

such, if the Sierra Leonean Government would like to universally target the aged and the disabled, then it would 

require financing that is equivalent to the entire area shaded in green. Under a scenario in which only two thirds 

of target population are considered, a financial requirement equal to the shaded area under the striped, light 

blue line is required. Consequently, under the lowest scenario, in which one-third of the aged and the disabled 

population are considered, overall programme costs for the coming 20 years are represented by the shaded green 

area under the grey, dotted line. In numbers, this translates into a total cost of GDP equal to 0.06%, 0.09%, and 

0.13%, respectively, in 2019; 0.25%, 0.40%, and 0.57% in 2023; and 0.17%, 0.27%, and 0.39% in 2039. 

Figure 13. Costs of the Cash Transfer Programme for the aged and disabled, as share of GDP
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Summary of programme costs
Summarising the costs of all three social protection programmes, Figure 14 presents the cumulative cost of the 

medium scenario for all programmes until 2019, expressed as a share of GDP. The medium scenario was chosen 

to present median cost estimates, acknowledging that costs for the low and high scenario would lie below 

and above the presented costs, respectively, with the distribution of costs across programmes being roughly 

equal across all scenarios. As the Cash-for-Work Programme includes an emergency component, results were 

computed for a situation in which an emergency is present (Figure 14 on the right) and for one in which this was 

not the case (Figure 14 on the left). 

30  The macro-simulation model allows for age-specific targeting. As such, one can model the costs for the elderly aged 60+, 65+, 70+ and 75+. In 
correspondence, the age group of persons with disabilities adjusts to 0-59, 0-64, 0-69, and 0-74, respectively. In the analysis of the report, focus will be 
given to the age targets 60+ for the social pensions and 0-59 for the cash transfer distributed to persons with disability. As such, if the Government of 
Sierra Leone wished to change the age targeting, it will know that the costs will be below those presented in this report. 
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It becomes evident that the total costs as share of GDP increase over the short-term, which can be explained 

by the programme scale-up periods incorporated into the macro-simulation model. Furthermore, total costs 

increase until 2028 due to the lengthy scale-up of the Cash-for-Work Programme. Therefore, total costs of all 

three programmes reach their peak in 2028, totalling 4.11% of GDP under the scenario in which no emergency 

exists, and 4.82% when an emergency exists. Over the long-term, however, total costs as share of GDP decline. 

This trend, which is applicable to all programmes can be explained by the fact that GDP growth outperforms the 

growth of the programme costs (composed of the number of beneficiaries and the benefit levels). Even though 

benefit levels are modelled to increase in line with inflation, GDP growth is expected to outperform inflation over 

the long run.

Figure 14.  Costs of all programmes without an emergency (top) and with an emergency (bottom)  
for the medium scenario, as share of GDP
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As a conclusion to this section, Figure 15 provides an indication of the financing required for all programmes 

under each targeting scenario without an emergency component, as a share of GDP. As shown in the figure, an 

average of 1.88% of GDP is required every year to finance all programmes under the lowest targeting scenario. 

This increases to an average of 3.24% of GDP under the medium scenario and an average of 4.91% of GDP 

under the high scenario. Respectively, a maximum of 2.36%, 4.11%, and 6.28% is needed in the year 2028. 

In the case in which the Government of Sierra Leone includes the emergency component under the Cash-for-
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Work Programme, the maximum cost in year 2028 under the low scenario will increase by a factor of 1.13, while 

respectively increasing by 1.17 and 1.19 for the medium and high targeting scenarios. The various avenues of fiscal 

space creation and their capacity to partially or entirely cover some or all these programme financing gaps are 

explained in the following sub-section of this chapter. 

Figure 15. Financing requirements per scenario for all programmes, as share of GDP
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Component two: fiscal space creation

How is the fiscal space composed?
As a result of the overall limited fiscal space present in Sierra Leone, other avenues of partially or entirely financing 

the three modelled programmes need to be explored. Thus, the macro-simulation model estimated potential 

revenue through two main avenues: increased grant financing and raising domestic revenue. 

Grant financing and development aid
With a GDP per capita of roughly 500 USD, Sierra Leone is one of the poorest countries in the world. According 

to the United Nations, the country currently ranks 184 out of 189 with an overall Human Development Index 

of 0.419. This along with many other socio-economic challenges threatens the sustainable development of the 

nation. As such, continued reliance on grant financing and development aid for the financing of social protection 

programmes along with other socio-economic investments is considered vital over the short term. Reliance on 

aid is an important avenue of fiscal space creation, especially amongst low-income countries which may not have 

enough capital on their own to introduce programmes and set-up mechanisms for implementation. Over the 

medium term, however, Sierra Leone is expected to have enough capacity to create fiscal space for additional 

social protection priorities and must thus gradually reduce its reliance on bilateral and multilateral development 

partners. This is especially the case considering that the country is aiming to attain middle-income status by 2039.  



40   

The financing of healthcare through development aid in Rwanda

In 1999, the Community-Based Health Insurance scheme termed Mutuelle de Santé was launched as a pilot in Rwanda. 

Through the provision of technical and financial assistance from international development partners, the Government 

of Rwanda managed to gather support for the subsidization of premiums and the expansion of its public health system. 

14 years later, 62% of the schemes financing came from domestic sources, with the remainder stemming from external 

sources. Today, the fully-fledges scheme covers over 95% of the country’s population, providing citizens with improved 

access to healthcare services and reducing out-of-pocket health expenditure by households. As such, Rwanda’s health 

insurance scheme is proof as to how a donor-funded pilot can gradually evolve into a primarily domestic-funded 

programme at scale (USAID, 2016), (Sharma, 2017). 

In Sierra Leone, a gradual shift from external donor assistance towards increased domestic revenue creation for 

social protection is deemed feasible, realistic and sustainable over the medium to long term. Thus, the macro-

simulation model on fiscal space creation builds on historic and existing funding commitments from international 

development partners, making it applicable to all three of the modelled programmes. It is of importance to note 

however, that although less reliance on grant financing is envisioned, the report is by no means suggesting that 

future development aid should not be channelled towards social protection priorities. 

Increasing domestic revenue
As outlined at the beginning of this chapter, increased domestic revenue can be a vital source of fiscal space. 

However, as a result of recurring humanitarian crises, Sierra Leone’s growth has been rather volatile over the last 

few years. This has significantly impacted the Government’s ability in generating tax revenue. With a tax-to-GDP 

ratio of 11.9% in 2016, Sierra Leone was substantially below the average of African countries (18.2% in 2016)31. 

Only six countries had ratios that exceeded 20%, consisting of Mauritius, Morocco, Senegal, South Africa, Togo 

and Tunisia. Most recently, Sierra Leone has published the MTNDP in which one of its targets includes the 

expansion of its tax-to-GDP ratio to 20% by 2023. 

An increase in domestic revenue collection through increased tax revenue can be achieved through the alteration 

of various types of tax rates and/or through strengthening the efficiency of tax collection methods and overall 

compliance. While a review and reform of the tax system in Sierra Leone goes beyond the scope of this report, 

for the sake of this analysis stakeholders have decided to explore a range of tax options – including a tourism 

tax, a levy on top of the VAT, and an increase in the income tax base – to create additional fiscal space to finance 

social protection measures.

As Sierra Leone is aspiring to develop its tourism sector, a tourism tax, levied on tourists per night, could play 

an important role in generating needed resources without burdening its citizens with another tax. In the past, 

the tourism industry suffered immensely due to the impact of the Ebola crisis. Nevertheless, in recent years, 

the sector has been recovering, illustrated by the rise in tourist arrivals from 24,000 in 2015 to 51,000 in 2017. 

Provided that the country continues along the path of stabilization, it is expected that tourism will constitute an 

important economic industry and source of income for the country. Other countries – such as the Maldives and 

Liberia, among others – have already introduced tourism taxes and use a share of the generated revenue on social 

protection programmes.  

31  This average was calculated by the OECD based on 21 African countries (OECD, 2018).

4
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Taxing tourists for social protection in Liberia and the Maldives

The Maldives increased its tourism tax rate from 8% to 12% in 2014, thereby taxing the goods and services that are 

supplied to tourists at a higher rate when compared to its citizens. A share of the revenue generated through this tax 

goes into financing the country’s universal health care scheme and social assistance programmes. The latter includes 

a universal old-age pension and support to poor households as well as persons with disabilities. Likewise, in 2012, 

Liberia increased its tax on hotels and airlines by 3 percentage points (Maldives Inland Revenue Authority, 2013), (ILO, 

2017), and (IMF, 2011). 

However, caution also needs to be applied when considering the introduction of a tourism tax, as the country 

does not want to create the perception of over-charging tourists. Furthermore, in designing and operationalising 

such a tax, competing demands of sectors must be acknowledged. Thus, next to different tax rates, the fiscal 

space scenarios also assume that varying shares of any revenue generated through a tourism tax are used for 

social protection expenditures, as highlighted in Table 6.

Table 6. Tourism tax modelling parameters

Parameter Low scenario Medium scenario High scenario

Tourism tax per night 9,500 Leones 
(1 USD) per night, adjusted to 
yearly inflation

19,000 Leones 
(2 USD) per night, adjusted to 
yearly inflation

28,300 Leones 
(3 USD) per night, adjusted to 
yearly inflation

Roll-out period 3 years 3 years 3 years

Realisation rate 60% 60% 60%

Another tax option to create fiscal space is an earmarked levy added on top of the VAT, goods and services 

tax (GST), or on specific products, comparable to the National Health Insurance Levy in Ghana and the sin tax 

levied on tobacco and alcohol product in the Philippines. The latter was also a consideration for Sierra Leone; 

however, upon deeper research, it was found that a tax increase placed on imported alcoholic beverages in 2016 

was reduced a year later. Furthermore, the introduction of a VAT/GST levy also has its disadvantages. Firstly, an 

increase in this tax rate would ultimately be borne by the Sierra Leonean consumer. Additionally, VAT/GST can be 

regressive if the wrong goods are taxed, potentially disproportionately affecting poorer individuals. 

5
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Fiscal space creation through taxes in the Philippines and Ghana

In 2012, the health care financing system of the Philippines changed with the introduction of a Sin Tax on all alcohol 

and tobacco products. The revenues created from this tax are earmarked, meaning that a given 85% of the tax collected 

goes to the universal health care fund, the upgrading of medical facilities as well as the training of nurses and doctors. 

The remaining 15% is allocated towards programmes to help tobacco farmers/workers find livelihood alternatives. 

Within the first year of its application, the sin tax raised more than USD 1.2 billion and allowed the country to provide 

health care to an addition 14 million families consisting or approximately 45 million Filipinos. (WHO, n.d.)

The National Health Insurance Scheme in Ghana is in part financed by a VAT levy. In 2013, a levy of 2.5 percentage 

points was added to the existing VAT rate of 15%, thereby increasing the total tax placed on goods and services to 

17.5%. The levy is collected by the Ghana Revenue Authority and is paid directly into the National Health Insurance Fund 

within 30 days of collection (Ghana Revenue Authority, n.d.).

In Sierra Leone, a GST of 15% is placed on all registered businesses that earn more than 350 million Leones 

per year (equivalent to 3,645 USD), therefore effectively excluding most small-scale businesses and sellers.32 

In addition to this, most neighbouring countries along with some middle-income countries in the region have 

VAT/GST rates of 18%, including Togo, Tanzania, Rwanda, Uganda, Ivory Coast, and Senegal, among others.33 

Given this, a VAT/GST levy was to be included into the macro-simulation model, providing information on how 

much additional revenue could be created through an increase in the current level of the VAT/GST. To create low, 

medium and high scenarios, different tax levels and varying shares of utilisation of any additional revenue for 

social protection expenditure, were assumed (Table 7). 

Table 7. VAT levy modelling parameters

Parameter Low scenario Medium scenario High scenario

Levy added on VAT 1 percentage point 2 percentage points 3 percentage points

Roll-out period 3 years 3 years 3 years

Realisation rate 80% 80% 80%

Thirdly, a gradual increase in income tax revenue through an increase in the tax base was modelled. 
Income taxes – which are levies placed on resident and non-resident individuals and partnerships – are 
direct taxes that are paid by persons that engage in taxable or income generating activities in Sierra Leone. 
Income taxes are generally considered progressive as individuals with higher incomes contribute more to 
the revenue than individuals with lower incomes. This is the case in Sierra Leone in which an individual or 
partners with a turnover/income above 350 million Leones pay the rates depicted in Table 8.

32  (NRA, 2016)
33  (EY, 2018)

6



43   

A BUSINESS CASE AND FISCAL SPACE ANALYSIS FOR SOCIAL PROTECTION IN SIERRA LEONE

Table 8. Chargeable income tax thresholds in Sierra Leone

Taxable rate Income tax rate

Below Le 6,000,001 per annum 0%

Le 6,000,001 to Le 12,000,000 per annum 15%

Le 12,000,001 to Le 18,000,000 per annum 20%

Le 18,000,001 to Le 24,000,000 per annum 30%

Over 24,000,001 35%

Nevertheless, increasing government revenue through direct taxation in low- and middle-income countries has 

proven challenging, as a large proportion of the labour force is active in the informal sector, creating challenges in 

realising direct taxation of their incomes. A similar situation prevails in Sierra Leone where, according to the 2015 

Population and Housing Census, 68% of the labour force is employed in the informal sector.34 A rise in the income 

tax rates would therefore face a considerable limitation to creating fiscal space and would be borne solely by 

workers in the formal sector. Therefore, it is vital to gradually formalise the labour force to be able to increasingly 

reap benefits of income taxation in the future. While formalisation of the labour force is often considered to be 

an unpopular measure, it could be linked to the receipt of social protection benefits in the present. Here, South 

Africa and Zambia can serve as examples (Box 7).  

Tax system reform and social protection in South Africa and Zambia

In 1994, South Africa started the reform of it tax system along with the introduction of a comprehensive social 

security system. As such, national tax reforms formed an integral part of a much broader reform programme, which 

included social security financing and revenue policy across various spheres of government. It was acknowledged 

by the Government that a more comprehensive social security system would require a broader tax base to finance 

such benefits. Therefore, the linking of the reform process and the expansion of both systems constituted a vital step 

(Republic of South Africa, National Treasury, 2000). 

In addition, Zambia, has raised its taxes on mineral resources, thereby significantly increasing the country’s revenue 

since 2005. The country also introduced institutional reforms, going hand in hand with the creation of a taxpayers’ 

office. This allowed the country to gradually strengthen its revenue collection framework (ILO, 2015). 

Through the formalisation of the economy, a government is likely to increase revenue collection through the 

channel of social security coverage. As such, contributory revenues will most likely expand. It has been evidenced 

that employment-based social security, such as pensions, is linked to formal sector employment. By achieving 

this, the collection of contributions in existing social protection programmes is a reliable way to increase a nation’s 

fiscal space for social protection. Furthermore, social protection benefits that are linked to employment-based 

contributions can encourage the formalisation of the informal economy. 

Although such structural and institutional changes are difficult to model, the macro-simulation model attempts 

to estimate the amount of additional revenue that could be collected if the share of individuals employed in the 

formal sector, and with it the size of the tax-paying working-age population, would steadily rise under current tax 

rates. Table 9 presents the modelling parameters utilized for the three scenarios of fiscal space creation.   

34  (Braima, S.J.; Turay, S., 2016)
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Table 9. Income tax modelling parameters

Parameter Low scenario Medium scenario High scenario

Increase in tax base Additional 20% of labour force 
participants of working age 
(15-64) over a 20-year period

Additional 30% of labour force 
participants of working age 
(15-64) over a 20-year period

Additional 40% of labour force 
participants of working age 
(15-64) over a 20-year period

Average tax rate 30% 30% 30%

Roll-out period Gradually over 20 years Gradually over 20 years Gradually over 20 years

Realisation rate 60% 60% 60%

Reallocation of public expenditure
As mentioned previously, stakeholders recognized the need for inter- and intra-sectoral reallocation of public 

expenditure. This implies that existing resources could be shifted from investments that are characterized by 

high-cost and low-impact to ones generating larger and more productive socio-economic impacts. As such, the 

Government of Sierra Leone would eliminate spending inefficiencies. Even though it’s a controversial avenue 

to take, such re-distribution of public expenditure is a common practice across the globe, as outlined by various 

country case studies in Box 8. 

Re-allocation of resources in Mozambique, Thailand, Indonesia and 
Ghana

Mozambique is an example of a country that successfully doubled its fiscal space for social protection by reallocating 

government expenditures. This has been achieved through the reduction of food and fuel subsidies with the generated 

income channelled to social assistance programmes. As a result of this, the total amount allocated to social protection 

doubled as a share of GDP from 0.24% in 2012 to 0.5% in 2014. Although the overall level remains low, the additional 

resources allowed for a steady increase in the number of beneficiaries in the existing programme, rising from 183,000 

in 2008 to 427,000 in 2014 (ILO, 2015).

Thailand is also known to have reallocated its expenditure from the military sector to the health sector. In 2001, this 

reallocation funded the country’s Universal Health Care Scheme. During this time, roughly a third of the population was 

employed in the informal agricultural sector characterised by irregular income and exclusion from health coverage. As 

such, the universal expansion of healthcare was not possible through contribution-based earnings and thus, budget 

support was sought from the Government of Thailand. In the process of reallocation, military expenditure reduced from 

a total of 25% of government spending in the 1970s to 15% during the 2000s (ILO, 2015). 

In Indonesia and Ghana, fuel subsidies were reduced in order to cut overall public spending. Consequently, some of 

the savings were re-directed to social programmes. Nevertheless, in the case of Ghana, one can see that the reform of 

fuel subsidization is a complicated process in which strong public opposition and resentment was evoked. To address 

this, the Government of Ghana introduced compensatory measures, which included the removal of school fees, the 

introduction of information campaigns and the establishment of its now-flagship social protection programme – 

Livelihoods Empowerment Against Poverty (LEAP). (Sharma, 2017)

8
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The re-distribution of public spending necessitates a comprehensive and systematic assessment of the impact(s) 

generated by ongoing programmes and initiatives. Only once this assessment has been undertaken can low-

impact spending be identified and reallocated. 

This report, however, does not claim to undertake such a thorough impact evaluation of ongoing spending and 

does not provide an in-depth assessment of the current structure of social expenditure in the country. Reallocation 

of public expenditure is not the starting point of this analysis, but rather the expansion of current existing 

resources, as the process of reallocation can be highly political and controversial and beyond the scope of this 

study. Nevertheless, this study wholly endorses evidence-based shifting of public spending from high-cost/low-

impact investments to those generating larger socio-economic impacts in order to maximise the developmental 

outcome of resources. Spending resources effectively is vital, even more so in the context of limited resource 

availability, as is the case in Sierra Leone.  

Given the fiscal avenues outlined above, the macro-simulation model estimated the potential revenue that could 

be acquired through the introduction of a tourism tax, an additional levy on the VAT/GST, an expansion of the tax 

base, as well as continued, yet lower reliance on grant financing through international development partners. 

As part of the estimation, three scenarios were again considered. These provided low, medium and high estimates 

of how much revenue could be created through these options. In addition, realising that different sectors compete 

for resources, the model assumes that either 10%, 20% or 30% of the newly generated revenue is utilised for 

social protection financing. Using these modelling parameters, a whole range of estimates of potential revenue 

was developed. Table 10 presents a summary of the total social protection financing that could be generated on 

a yearly basis (numbers stem from the last year of the simulation, 2039), adding together all four options for fiscal 

space creation. In the lowest case scenario, on average financing amounting to 0.54% of GDP can be expected 

for social protection financing, while in the highest case scenario an estimated 3.34% of GDP can be freed up 

for social protection.

Table 10. Average fiscal space for social protection according to scenario, share of GDP

Share of additional revenue allocated to social protection

10% 20% 30%

Scenario

Low 0.54% 1.08% 1.62%

Medium 0.83% 1.65% 2.48%

High 1.11% 2.23% 3.34%

Apart from the size of the fiscal space generated, as a share of GDP, the composition of the created revenue 

differs depending on the scenario. As illustrated in Figure 16, the majority of financing for the lowest possible 

scenario (low expansion and 10% of additional revenue allocated to social protection) is generated by grant 

financing through international development partners. Over time, however, the share of grant financing as a 

percentage of total created fiscal space declines due to a gradual phase out of grant financing from 2029 to 

2039, while the amount generated through an increase in the income tax base rises. The remaining two domestic 

revenue options also gradually increase over time; however, they compose a much smaller share of the total fiscal 

space created. As such, by 2039, 0.001% of GDP will be derived from the tourism tax, 0.03% from the additional 

levy on the VAT, 0.51% from an increase in the income tax base, and 0.0% from grant financing.
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This prominent difference in the additional revenue generated across the four fiscal space options can be explained 

by the modelling parameters underlying this lowest possible scenario. For grant financing the estimates are based 

on existing government revenue and expenditure data and forecasts compiled by the Government of Sierra Leone. 

Furthermore, across the low, medium and high scenarios, the parameters used for the grant financing projections 

remain the same. Moreover, for the other three avenues of revenue generation conservative estimates on extent 

and realization were employed in the macro-simulation model – particularly for the low scenario – as these fiscal 

space creation avenues rely to a greater extent on supply-side arrangements being strengthened and developed 

in the country, to effectively collect and administer domestic revenue collection. To partially account for expected 

challenges in effectively expanding domestic revenue collection over the coming years and to acknowledge that 

not the full revenue generation potential will be realised, a realization rate was applied, assuming that 60% of the 

potential revenue is actually generated. The exception to this, is the levy added to the VAT, in which the realization 

rate equals 80%. 

Figure 16. Low scenarios of all fiscal space creation options with 10% allocated to social protection,  
as a share of GDP
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Following this, Figure 17 presents the scenarios under which the maximum fiscal space (3.34% in 2039) is 

created across the four options. Once again, grant financing reduces over time due to its modelled phase out. 

The largest amount of fiscal space is generated by the expansion of the income tax base. Compared to the lowest 

scenario of fiscal space creation, the distribution of generated revenue across the four options under the highest 

scenario differs. This is a result of the slightly less conservative, yet still realistic modelling assumptions utilized in 

the context of Sierra Leone. Again, a realisation rate of 60% was applied (80% for the VAT levy), acknowledging 

that challenges in the collection and administration of additional revenue also prevail in the highest scenario.

While Figure 16 and Figure 17 illustrate the most extreme scenarios of this analysis, the actual creation of fiscal 

space could fall in between the two as a result of varying degrees of targeting amongst the four fiscal space 

options. For example, the Government of Sierra Leone may choose to implement the low scenario for the tourism 

tax and a medium scenario for the VAT levy or perhaps a high VAT levy and a medium expansion of the income 

base. Moreover, the Government may decide to only take on board one, two or three of the presented fiscal 

space options. As pointed out in this report, competing demands from sectors might render some options more 
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or less feasible in different contexts. Furthermore, any of these options demands an adequate response on the 

supply-side to effectively pursue any avenue of creating additional fiscal space. 
20
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Figure 17.  High scenarios of all fiscal space creation options with 30% allocated to social protection,  
as a share of GDP
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Lastly, the reallocation of public spending should be kept in mind by policymakers. While this option may take 

time to bear fruits, it is worth the wait in the long run. Although the analysis at hand does not incorporate the ways 

in which this can be done, it most certainly advocates for the linking of budget allocations to programme outputs 

and outcomes as a means of discouraging high-cost/low-impact investments. In order to accurately do this, 

government MDAs in charge of programme implementation must collect information on pre-defined indicators 

and targets in order to feed this into the resource allocation for the years to come.35 Naturally such a technique 

requires the implementation of monitoring and evaluation components in programme design, the reliance on 

data and information collection mechanisms as well as the ability to measure any progress or regress against 

indicators and targets. 

Linking both components

The final component of the analysis requires the linking of the costs of the social protection programme to 

the created fiscal space. This will allow policymakers to see what can be afforded for the future with financing 

solely stemming from these four avenues of fiscal space creation. Below, Figure 18 showcases the relationship 

between the required financing for the low, medium and high scenarios of the social protection programmes 

in green, and the minimum and maximum financing that could be made available with the explored options in 

blue. Here it needs to be stressed that the costs and fiscal space estimates do not include the current allocation 

of financing by the Government to Social Protection. Thus, financing for all three social protection programmes 

would need to be generated through fiscal space avenues or alternatively the reallocation of public expenditure. 

35  (OECD, 2005)
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From the figure it becomes evident that the fiscal space created under both the low and high scenario do not 

cover the costs of the three proposed social protection programmes. In fact, under the lowest financing scenario 

(light blue line), roughly one third of the costs of the low social protection programme scenarios can be covered. 

In contrast, the highest financing scenario (dark blue line) is estimated to provide about 3.34% of GDP in financing 

for social protection by 2039 – more than what is needed to finance all three low social protection programme 

scenarios in the same year. Throughout the simulation period the highest fiscal space scenario provides sufficient 

funding to finance all three social protection programmes under the low scenario, except from 2022-2026 – a 

period in which the costs of the social protection programmes exceed the fiscal space available. After 2026, 

however, available financing exceeds programme costs, making a further scale-up of (selected) programmes 

possible.

Figure 18. Required financing per scenario and range of fiscal space creation, as share of GDP36 
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By disaggregating total required financing into its programme components, a more comprehensive picture is 

provided of what social protection programmes are affordable. Figure 19 showcases the fiscal space created 

under the lowest, medium, and highest scenarios, as indicated by the areas in different shades of blue – with 

the lightest being the lowest scenario. Along with this, the three programmes (along with the Cash-for-Work 

Programme distinguished by whether it includes an emergency component or not) are represented by the 

various lines with markers. The figure reveals that depending on the fiscal space scenario chosen, the number of 

programmes that can be financed differs. A cash transfer targeted towards the elderly aged 60 and above as well 

as persons with disabilities (0-59) can be covered under the total fiscal space created by the low scenario. On the 

contrary, under the medium fiscal space scenario, the Cash Transfer Programme along with the Cash-for-Work 

programme is affordable – both if no emergency is present, as well as if an emergency top-up is provided. A Child 

Grant targeted towards extremely poor households can be covered along with the Cash Transfer programme 

targeted towards the elderly and the disabled by the high fiscal space scenario. Furthermore, under the medium 

and high fiscal space scenario, enough revenue has been created to be able to scale-up existing programmes 

after the year 2024 – with the amount increasing as time passes even further. 

36  The figure is based on a social pension provided to those 60+, a cash transfer provided to persons with disabilities aged 0-59, and a situation in which 
no emergency exists. 
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Figure 19. Required financing per scenario and range of fiscal space creation, as share of GDP 
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By allowing all fiscal space avenues to allocate 30% of the revenue created to social protection, two low social 
protection programmes can be financed under the high and the medium scenario – the Cash-for-Work Programme 
(with and without an emergency component) as well as the cash transfer provided to the aged and disabled – as 
illustrated by Figure 20. In fact, when summed, there would still be some fiscal space that could be allocated to 
a further scale-up of one of the selected programmes in the future. An alternative option would be to finance the 
Child Grant and the Cash Transfer Programme (both under low targeting scenario) with the fiscal space created 
under the highest financing scenario. 
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Figure 20. Costs per programme (low scenario) and available fiscal space (30%), as share of GDP 
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Again, the decision on whether all identified social protection priorities should be financed through a few or all 

fiscal space creation avenues remains a political decision. Nevertheless, this analysis shows that sufficient fiscal 

space can be created in order to finance two of the three social protection programmes identified. Furthermore, it 

is possible to gradually reduce reliance on grant financing and development aid over the medium- and long-term; 

however, it has to be acknowledged that a complete shift towards domestic financing avenues remains unlikely 

in the years to come. Lastly, one needs to bear in mind that any effective and sustainable pursuit of either fiscal 

space creation avenues considerably depends on the infrastructure to collect and administer such additional 

funding.
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4. Beyond Fiscal Space Creation: 
Administering Social Protection Financing

The availability and the size of funds available for social protection programmes are the greatest concern faced 

by the relevant policymakers across Africa. Nevertheless, mechanisms to manage, administer and oversee the 

generated funds play an equally importance role in the expansion of social protection financing. While these 

mechanisms do not create additional revenue to be spent on social protection, they do serve to strengthen 

the administration of funds and thereby contribute to their effective and efficient use – as such improving the 

availability of funds in the long run. 

4.1 Institutionalising financing
The financing of social protection is not always embedded in the national policies or frameworks of a nation. As such, 

programmes are often rendered volatile and unsustainable, characteristics that are, at times, further aggravated 

by the technical and financial support of partners as these may vary on a yearly basis. As a consequence, it is 

advised that social protection policymakers advocate for a national-level budget line item for the country’s various 

social protection programmes to ensure the annual financing of the programmes, while simultaneously assuring 

that the political and economic climate does not affect the budget and the subsequent lives of the individuals 

benefiting from the programmes. At the same time, however, it needs to be guaranteed that the budget line 

items do not hamper an evidence-based budgeting process that clearly links budget allocations to programme 

outputs and outcomes. 

In the new MTNDP 2019-2023, it is proven that Sierra Leone is well on its way to ensure this. For instance, the 

policy stipulates that

“While increasing fiscal space will be critical for investing in the new MTNDP, the quality of spending 

remains as important as the quantity. There are opportunities to build on earlier budget reforms, 

which are now well established and enhance the outcome basis of the budget. Systems would 

also be put in place to manage the government’s investments in prominent cross-cutting areas 

of the MTNDP, such as gender equality, women’s empowerment, and climate and environment. 

These reforms, combined with a stronger results framework for the MTNDP, would strengthen the 

integration of public planning and budgeting and boost the efficiency with which government invests 

its resources in the national agenda.”37

Furthermore, it underlines the fact that an effective linkage of the MTNDP, the 2017 Social Protection Policy and 

the national budget will be ensured along with a continuous assessment of the cost and overall cost-effectiveness 

of specific programmes. While these are promising targets, the Government of Sierra Leone also admits that 

key challenges still linger, especially when considering the predictability and control of budget execution. In 

fact, previously undertaken assessments have pointed towards a significant compliance gap between the legal 

requirements and the effective practices of the Public Financial Management (PFM) policy area. These compliance 

gaps refer to the frequency and transparency of budget revisions, the effective application of expenditure 

controls, the integrity of payroll management, the critical weaknesses in procurement systems and practices, 

37  (The Goverment of Sierra Leone, 2019)
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the unreliability of the budget to weakness in public finance transparency, the lacklustre management of public 

assets and liabilities, the insufficient scrutiny from external actors and the poor reporting systems.38

Given this and the fact that the advocacy process of creating national-level budget lines for social protection 

programmes often proves to be the most challenging for policymakers, support from the Ministry of Finance to 

the respective ministries in charge of the relevant social protection programmes could be relevant. In this case, 

Ghana, may provide a good example (Box 9). 

Ghana’s National Social Protection Policy

In Ghana, the National Social Protection Policy stipulates that “to integrate the social protection policy implementation 

into the budget framework process, the MoF [Ministry of Finance] shall support the MoGCSP [Ministry of Gender, 

Children and Social Protection] and stake-holding agencies to translate the main social protection programmes into 

functional budget codes” Thus, the Ghanaian policy envisages to provide needed support to all government MDAs 

involved in social protection programming to ensure adequate provision for social protection in the national budget, 

effectively integrating social protection planning and budgeting into its multi-year budgeting and performance 

management frameworks (Ministry of Gender, Children and Social Protection, 2015).

4.2 Structuring and pooling financing
The Sierra Leone Social Protection Policy from 2017 outlines the functions of its Social Protection Trust Fund – a 

mechanism for pooling donor and private funds, as well as coordinating and strengthening the existing fiscal space 

for social protection. The trust fund will be managed and guided by the National Social Protection Board (NSPB). 

The implementation of such a fund allows for a reduction in fragmentation and overlaps of social protection 

efforts in the country. Basket funds for the financing of social protection programmes and systems and for 

specific sectors (often related to social protection) are present in a range of African countries. The most notorious 

examples are, without a doubt, health basket funds, as currently operationalised in Ethiopia and Tanzania, among 

others. 

The establishment of such basket funds requires the agreement of a variety of stakeholders, including the 

Government, bilateral and multilateral development partners and potentially the private sector. These parties 

essentially have to agree on how the fund is set-up, who will manage and oversee it as well as what roles 

and responsibilities are given to each of the relevant stakeholders involved. In Tanzania, where in 1999 a health 

basket was initiated to support the Government’s sector-wide approach (SWAp) to health, a Memorandum 

of Understanding (MOU) among all parties involved was signed. The purpose of this MOU was to define the 

operationalisation of the fund, which is described in more detail in Box 10 along with two other country-specific 

examples.  

38  (The Goverment of Sierra Leone, 2019)

9
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Health funds to consolidate sector-wide financing

In Malawi, unifying the interests of all parties involved has been challenging at times, and thus hamper the 

establishment of a basket fund for social protection financing. Currently, the flagship social protection programmes 

termed Malawi’s Social Cash Transfer Programme covers 750,000 individuals and is directly funded by different donors 

along with funds from the Government. Whilst there are ongoing discussions on how to best finance the programme 

and if donor funds should go into a funding pool, as of now, only two of the donors have teamed up to pool funding. 

In the latter case, an external firm has been tasked with the financial management of the pooled funds. Regarding the 

other donors, their funds are still channelled towards the programme as numerous financial flows. Even though the 

Government of Malawi is in favour of creating a common funding pool, and donors and the Government recognise 

the drawbacks of fragmented financing, reservations on how to proceed with such a plan as well as diverging interests 

currently hamper the creation of a basket fund for the financing of the cash transfer, as well as potentially the wider 

social protection system (Hemsteede, 2017), (Solidar, 2016). 

On the other hand, the Ethiopian Government and its partners/donors pursue aid harmonization in the area of health 

through the jointly agreed upon health sector targets in addition to a basket fund. Thus, a large share of donor aid 

for health is under the management of the Government, aligned with its national development plan. Additionally, the 

government along with its partners place effort into identifying funding gaps in national spending plans (Shaw, Wang, 

Kress, & Hovig, 2015). 

As mentioned briefly in the section, the Tanzanian Health Basket funding mechanism supports the Government’s 

SWAp in the health sector. The basket is funded by several development agencies that pool un-earmarked resources to 

support the implementation of the Health Sector Strategic Plan III. An MOU, signed by all parties, sets out the roles and 

responsibilities between development partners and the Government of Tanzania in supporting the basket mechanism. 

With about 80% of Tanzania’s population living in rural areas, most of the basket funding is channelled directly to the 

district level, where it is allocated according to local need and demand (Development Partners Group Tanzania, n.d.).

4.3 Managing financing
Related to the topic above is the element of oversight and management, which points towards the need of a 

relevant authority to manage any funds or more generally oversee the social protection financing and budget 

allocations/disbursements within the country. As was mentioned previously, in Sierra Leone, this would be the 

National Social Protection Board, which – just like Malawi – outsourced the management of the funds to an 

external (audit) company. In the recent past, Ghana has also been discussing the establishment of a Social 

Protection Trust Fund as stipulated in its National Social Protection Policy – as is the case in Sierra Leone. The goal 

of the fund is to mobilise and pool complementary resources and funding, whilst safeguarding transparency and 

accountability. However, to date, no further information on the state and the management of this fund has been 

provided. While insights and learnings can be offered from the Ghana case study, Sierra Leone needs to ensure 

that it will do better – that it will ensure the establishment a social protection basket fund along with an authority 

that has the ability to correctly manage the trust. 

In light of this, Sierra Leone may also consider linking the National Social Protection Board, the Social Protection 

Trust Fund and the National Commission for Social Action (NaCSA) – a semi-autonomous government agency that 

enhances the work of social sector ministries, agencies and local authorities in delivering social assistance to the 

10
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deprived and remote communities across the country39. Currently, the work of NaCSA is funded by development 

grants, concessional loans from international partners and the Government. In addition to this, the Ministry of 

Social Welfare, Gender and Children’s Affairs (MSWGCA) is one of the constituent Ministries of the Government 

of Sierra Leone that has the responsibility of responding to the social needs relating to gender inequality, as well 

as social depravity of groups such as the disabled, women, and children, among others40. Moreover, the Ministry 

of Labour and Social Security makes it its mission to develop and implement policies/programmes related to 

employment, occupational safety and health, and social security41. During bilateral stakeholder discussions, it was 

mentioned that the various ministries within the Government of Sierra Leone all have a part to play in providing 

social protection and thus a dignified life to its citizens. However, challenges remain when considering their 

collaboration and communication. As such, a better management of programmes geared towards social protection 

is needed. One that ensures that all the parties involved communicate effectively and build programmes in line 

with each other. This reduces fragmentation and duplication of efforts, saving the Government money in the long 

term, while ensuring that the citizens of Sierra Leone are provided with the care they deserve and require.  

39  (National Commission for Social Action, 2019)
40  (IDA, n.d.)
41  (Ministry of Labour and Social Security, 2019)
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5. Recommendations and Next Steps
Based on the analysis and its findings and the lessons learned from international examples and practices, five 

recommendations for social protection financing in Sierra Leone were extracted. Below, presents and overview 

of the recommendations, which subsequently are explained in more detail.

Figure 21. Recommendations for social protection financing in Sierra Leone 

Gradually expand Government financing for social protection over the medium- to long-term; 
however, acknowledging the vital role of donor support.

Invest in a handful of social protection priority programmes that utilise the life-cycle 
approach. Then, gradually scale these up in terms of coverage and benefit levels.

Institutionalise social protection financing to make it more sustainable and less 
vulnerable to political and economic developments

Design financing administration mechanisms that suit the country context.

Set-up and/or designate a suitable authority to oversee social protection and its financing in the 
country, while ensuring communication across ministries to minimise fragmentation and duplication 
of efforts.

1

2

3

4

5

Gradually expand Government financing for social protection over the medium- to long-term through the 

various fiscal space creation avenues, potentially the ones explored in this study. As fiscal space in Sierra Leone 

is currently quite limited, even the smallest contributions to expanding social protection can go a long way in 

showing their commitment to the cause – especially to their international partners. Over the medium- and long-

run, the Government of Sierra Leone should further increase the financing of social protection. The investment 

into its people, ensuring that they are educated, healthy and productive, is vital for achieving middle-income 

status by 2039. Furthermore, donor reliance should be gradually scaled down over this time period as well. This 

does not imply that donors cannot contribute to social protection in Sierra Leone; instead, it encourages the 

Government to be the main contributor to programmes. 

Invest in a handful of social protection priority programmes that utilize the life-cycle approach. Then, 

gradually scale these up over the medium- to long-run in terms of coverage and benefit levels. As such, the 

Government should ensure the focused investment in programmes that have high impacts; thus, a regular costing 

of programmes and an analysis of their effectiveness is recommended. Furthermore, to avoid duplication and to 

ensure that all areas of vulnerability are covered, the Government of Sierra Leone should focus on implementing 

programmes for children, for the working-age, and for the elderly. Within each of these sub-sets, programmes 

can be targeted based on vulnerability characteristics such as disability, poverty, female empowerment, etc. 

Considering these areas, if current donor-run programmes are present, a gradual take-over by the Government 

should be envisioned. The established implementation structures will facilitate the process. 
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Institutionalise social protection financing to make it more sustainable and less vulnerable to political 

and economic developments as well as to fluctuations in donor contributions. Financing for social protection 

is not always assured or embedded in national policies or frameworks, in turn rendering programme volatile 

and oftentimes unsustainable. However, in Sierra Leone, significant effort has already been placed in ensuring 

that national level budgets are in line with the priorities and cross-cutting areas outlined in the Social Protection 

Policy and the MTNDP – especially by making them based on outputs and outcomes. As such, it is important 

for the Government to continue on this path and to ensure that specific budget line items are created for social 

protection, while guaranteeing that allocations will not be made based on the historic distribution of funds. This 

is of importance as it will provide the programmes with a regular source of financing that will ensure that Sierra 

Leone’s citizens receive their benefits. 

Design financing administration mechanisms that suit the country context. As such, the Government 

of Sierra Leone is advised to implement the Social Protection Fund as outlined in the 2017 Social Protection 

Policy. Whilst this can be a challenging process – especially as the interests of a number of parties need to be 

aligned – a transparent and inclusive assessment process that aims to define the most suitable option is highly 

recommended. This would also require the involvement of donors and international development partners as they 

control a large part of programme financing as well. In the long run, the correct establishment of this fund with a 

central managing authority will not only serve as a mechanism for pooling funds, it will also provide coordination 

and strengthen the existing fiscal space for social protection. 

Set-up and/or designate a suitable authority to oversee social protection and its financing in the country, 

while ensuring communication across ministries to minimize fragmentation and duplication of efforts. 

With the set-up of the National Social Protection Board, as stipulated in the 2017 Social Protection Policy, the 

former could play a substantial role in overseeing social protection financing, including resource mobilisation, 

along with oversight and streamlining of social protection activities in the country on a more general scale. This 

will allow for less fragmentation and more communication amongst the Ministries involved. Nevertheless, for a 

future Board to be able to play a relevant role in Sierra Leone’s social protection area, it is essential to adequately 

staff, capacitate, authorise and place it (potentially under the State House), to prevent the creation of a centre for 

unproductive talk rather than action.
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5.1 Next steps
Following this study, significant efforts will still have to be directed towards sensitisation and advocacy work 

on social protection and its relevance for the country. Here, it is important to note the central importance of 

politics in the allocation of fiscal space. The expansion of social protection in the country requires ‘political space’ 

along with fiscal space to ensure that social protection becomes a true Government priority, ensuring that in 

the event of creating new fiscal space, the latter is also used for social protection programmes and activities in 

the country. Concretely, this could entail for social protection actors to collectively approach programme design 

and implementation to minimize fragmentation, miscommunication and duplication of efforts. Furthermore, 

senior and high-level actors and decision-makers should openly commit to drive forward the agenda of social 

protection in the country priority – especially in light of its positive returns to investment, as evidenced in chapter 

2 of the report. By ensuring that everyone is behind the vision, better programmes, indicators and targets can 

be designed, monitored and evaluated. Making the case for social protection and showcasing its benefits to 

other priority areas for the country, markedly economic growth and human capital development, might help to 

achieve such commitment. Furthermore, repeated and regular costing of programmes and an analysis of the cost-

effectiveness will allow for the identification of high-investment priorities as well as programmes that need to be 

re-designed or phased-out due to their high-costs and low-impacts. The evidence created through this will also 

provide ammunition for advocacy work on the topic.
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The analysis set out to explore the returns to investment, the costs 

as well as the potential avenues of creating fiscal space for three 

specific social protection programmes in Sierra Leone. In doing 

so, it was found that all investments provided a positive rate of return 

over the long run. Most notable were the gains obtained from the Child 

Grant and the Cash Transfer Programme for the aged and the disabled 

with a rate of return equal to, on average, 2.3 and 1.43, respectively, 

over the long run. The Cash-for-Work Programme, although lower in 

returns, is fundamental to the development of skills and is helpful in 

the case of an emergency as it can provide Sierra Leone with a shock-

responsive social protection programme that can easily be scaled up; 

thereby, providing benefits to the affected families as well as to the 

communities (e.g. through the reconstruction of houses, roads, schools, 

etc.). Furthermore, as a share of GDP, the gains always outnumbered 

the costs of the programmes in the 20th year of the simulation period. 

As such, the findings of the business case analysis may help to create 

the necessary political will needed to create the fiscal space as they 

quantify the multiple benefits of social protection.

The third chapter of the report focused on the creation of fiscal space 

in order to finance the three above-mentioned programmes. This was 

centred around two components: i) the estimation of the forthcoming 

costs of the identified social protection priorities over the long-term, 

and ii) the assessment of current availability and future potential to 

create fiscal space for the sustained financing of the programmes. 

While the former utilized a macro-simulation model to estimate three 

cost scenarios for the Child Grant, the Cash-for-Work Programme, and 

the Cash Transfer Programme for the aged and the disabled, the latter 

explored the potential fiscal space that could be created through the 

introduction of a tourism tax, an additional levy on VAT, an expansion 

of the tax base, as well as the continued, yet lower future reliance 

on grant financing through development partners. The combination 

of both components provides the Government of Sierra Leone with a 

clear picture of which social protection programmes can feasibly and 

sustainably be implemented in the future. 

The analysis reveals that even under the highest scenario of fiscal space 

creation, the costs of all three social protection programmes cannot be 

covered. Although this scenario is estimated to provide about 3.34% 

of GDP in financing for social protection by 2039 – more than what is 
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needed to finance all three low social protection programme scenarios in the same year – it cannot sustain the 

programmes from 2022 to 2036. If all programmes were to be financed under their lowest targeting scenario, 

the Government of Sierra Leone could try to gather additional financing from donors to cover the financing gap 

exhibited in the short- to medium-run. Nevertheless, when disaggregating the total required financing into its 

programme components, a more comprehensive picture is provided of what social protection programmes are 

affordable. As such, the analysis reveals that depending on which of the three financing scenarios is chosen - low 

targeting with 10% allocated to social protection, medium targeting with 20% allocated to social protection and 

high targeting with 30% allocated to social protection – the number of programmes that can be financed differs. 

A cash transfer targeted towards the elderly aged 60 and above as well as persons with disabilities (0-59) can 

be covered under the total fiscal space created by the low scenario. On the contrary, under the medium fiscal 

space scenario, the Cash Transfer Programme along with the Cash-for-Work programme is affordable – both if no 

emergency is present, as well as if an emergency top-up is provided. A Child Grant targeted towards extremely 

poor households can be covered along with the Cash Transfer programme targeted towards the elderly and 

the disabled by the high fiscal space scenario. Furthermore, under the medium and high fiscal space scenario, 

enough revenue has been created to be able to scale-up existing programmes after the year 2024 – with the 

amount increasing as time passes even further. 

In contrast to this, the analysis also finds that by allowing all high-targeted fiscal space avenues to allocate 30% 

of the revenue created to social protection, two low-targeted social protection programmes can be financed. 

This would allow the Government of Sierra Leone to implement both the Cash-for-Work Programme (with and 

without an emergency component) as well as the Cash Transfer Programme provided to the aged and disabled 

or the Child Grant along with the Cash Transfer Programme. In fact, under both scenarios, when summed, there 

would still be some fiscal space that could be allocated to a further scale-up of one of the selected programmes 

in the future. Ultimately, the decision on whether the identified social protection programme priorities should 

be financed through a few or all fiscal space creation avenues remains a political decision; however, the analysis 

emphasizes that ways of generating sufficient financing can be found, thereby addressing common concerns 

raised by social protection policymakers on the availability and levels of funding.

Beyond the theoretical analysis it is vital to take note of the central importance of politics in the allotment of fiscal 

space and the pivotal role of domestic political processes in determining where public funds are expended. An 

expansion and introduction of social protection programmes therefore necessitates the creation of political space 

along with fiscal space. The politics of public finance management could imply that the formal budget process 

stands in an imperfect relation to the reality of budgetary decision making and expenditure allocation; resulting 

in available fiscal resources being utilized for interests and purposes other than those achieving developmental 

outcomes. At this point, the creation of an effective authority to oversee and manage social protection in Sierra 

Leone might be vital to ensure that the priorities of the Social Protection Policy agenda related to the expansion 

and financing of social protection are adequately taken forward and represented in budgetary processes, among 

others.  

Lastly, any effective and sustainable pursuit of either fiscal space creation avenue considerably depends on the 

infrastructure to collect and administer such additional financing. The strengthening of infrastructure is likely to 

incur costs, which are not included in the analysis of this report. Nevertheless, the true benefits to well-funded 

and sustainable social protection programmes, measured in outcomes and impacts monetised over the longer-

term, are expected to outweigh the costs of raising funds by far – as depicted in the business case analysis in 

chapter 2.
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EX
 1

Methodology

A macro-level analysis is used to calculate costs and associated 

benefits from social programmes evaluated in this business case 

– the Child Grant, the Cash-for-Work Programme, and the Cash 

Transfer Programme for the aged and disabled. Results are presented 

over different simulation periods – 5 years, 10 years, 15 years and 20 

years – to study the increasing rates of return from social investment 

over time. The macro-simulation model for both programmes is built 

utilising various data sources, methodological concepts and channels 

and assumptions on impact accumulation over time, as further explored 

below.

In a first step, necessary economic and demographic indicators and 

respective forecasts, including inflation rate, GDP and GDP growth rate, 

population and population growth rates, average monthly household 

incomes, poverty rates are retrieved from, and projected with the help 

of the data from the International Monetary Fund (IMF), various United 

Nations organizations and the World Bank. Additionally, basic information 

on social protection and economic policy priorities is retrieved from 

the National Social Protection Policy, as well as the Medium-Term 

National Development Plan (MTNDP). The current transfer amounts per 

beneficiary per programme are included in the model in Sierra Leonean 

Leones and are inflated according to projected inflation rates. In addition 

to the pure transfer costs per beneficiary (household), administrative 

costs are added in the model as well.
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1. Child Benefit
For the Child Grant, the number of beneficiaries targeted depends on the targeting scenario, the realization rate as 

well as the total child population aged 0 to 17 in Sierra Leone during the 2019-2039 time period. The assumption is 

made that each child receives a monthly benefit amount equivalent to his/her share of expenditure that represents 

a food secure household (35,715 Leones, equivalent to approximately (3.7 USD). The expected roll-out period for 

the Child Grant is six years, hence within three years from inception, 50% of the target population – adjusted to 

the population growth rate - will be reached. The Child Grant costs incorporated in the model are made up of the 

transfer value and the administrative costs. Next to the costs, the model includes three channels through which 

returns are accrued: i) local economy-wide effects, ii) health effects and iii) education effects.

From inception onwards, the Child Grant is assumed to yield local economy effects – assuming that an increase 

in beneficiary household income is expected to yield an increase in consumption, impacting the local economy 

that the beneficiaries are a part of and actively participate in. To model the stimulation of the local economy 

through an increased supply of cash in the economy, this model draws on results from the Local Economy-Wide 

Impact Evaluation (LEWIE) approach, which has been applied to evaluate the local economy effects of various 

cash transfers across Africa.42 The results of these evaluations point to multiplier effects of cash transfers across 

the board, ranging from 1.1 to 2.52, averaging around 1.5. Hence, in the worst-case scenario, every unit invested in 

a local economy through cash transfers yields a return of 1.1, while in the best-case scenario the return increases 

to 2.52. Based on the results of the various LEWIEs and taking into consideration the economic context of Sierra 

Leone, this model utilises three multiplier effects – a low multiplier of 1.0, a medium multiplier of 1.3, and a high 

multiplier of 1.5.43

Additionally, returns from improved health of beneficiary households were included into the analysis. Evaluations 

of cash transfers have shown positive returns to beneficiaries’ health, impacting a range of health outcomes and 

broader determinants of health. Furthermore, cash transfers can have significant impacts on facilitating access 

to health care for its beneficiaries.44 In order to estimate the future savings from improved health, the concept of 

Disability-Averted Life Years (DALYs) serves as a quantitative approach to calculate the cost savings from better 

health outcomes. The DALY is widely used as a measurement to estimate the burden of disease, by estimating 

the cost of the overall disease burden resulting from poor health, disability or a premature death. Essentially, 

the measure aggregates the combined loss of health at population level into a single value by encompassing 

premature death signified as Years of Life Lost (YLL) together with non-fatal health complications expressed as 

Years Lived with Disability (YLD).45 Therefore, both, YLL and YLD, constitute different components of the impacts 

disease can have on a person’s life. Consequently, the DALY measurement is the sum of years of life lost due 

to premature mortality, measured in YLL, and years lived with disability, measured in YLD, expressed in the 

estimated number of years lost due to the reasons of poor health, disability or a premature death.

For the Child Grant this study adopts a DALY indicator encompassing an improvement in general health of 

individuals aged 0- 17 as an overall metric, as there are wide ranging effects evidenced from cash transfers on 

health, including on maternal and new-born child health, communicable diseases, nutritional diseases, among 

others.46 The respective information on DALYs for Sierra Leone is drawn from the WHO and Global Disease 

42  (Taylor, 2013)
43  (Davis, 2014), (EPRI, 2018)
44  (WHO, 2011)
45  (Haagsma, 2015), (Solamon, 2015)
46  (WHO, 2011)
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Burden.47 Finally, to monetize the value on the burden associated with diseases and express returns from reduced 

health cost in economic terms, this study follows the work of previous academic undertakings in deriving the 

product of the number of DALYs saved due to improved health for the Child Grant beneficiary population, with 

the current GDP per capita.48

Finally, the model incorporates positive effects on education and ultimately productivity outcomes of children 

living in Child Grant beneficiary households.49 It is expected that school enrolment and attendance rates increase 

for children living in benefit recipient households, resulting in improved cognitive abilities. Further supported and 

exacerbated by improved health outcomes as explored above, these effects and outcomes ultimately result in 

increased wage-earning capacity of children in the long-term.50 Hence, the macro-simulation model assumes that 

children living in Child Grant beneficiary households are more likely to attend school more often and therefore 

increase their cognitive ability and their educational attainment. Building on the work of the World Food Programme 

and the Boston Consulting Group (BCG), these outcomes are assumed to translate into increased wage-earning 

capacity in the long-term, with strengthened cognitive ability accounting for 11% and increased educational 

attainment adding 5% to expected future earnings of beneficiary children.51

47  (WHO, 2016), (WHO, 2017)
48   (Brown, 2008), (EPRI, 2018)
49  (Oosterbeek, Ponce, & Schady, 2008)
50  (Banerjee & Duflo, n.d.)
51   (WFP/BCG, 2011), (EPRI, 2018)
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2. Cash-for-Work Programme
For the Cash-for-Work Programme, the number of beneficiaries is calculated as a product of the total working-age 

population (15-65) and the inactivity (35%) and poverty rate (52.2%) of the country. Both parameters are assumed 

to be constant over the long run as limited historical information could be found to provide an accurate indication 

of future trends. Thus, in 2019, a total of 66,828 to 267,314 beneficiaries could receive the benefit, depending 

on the targeting scenario chosen. The expected roll-out period for the programme is ten years. Furthermore, the 

programme consists of an unconditional, daily base transfer amount to all poor and inactive individuals working – 

22,727 Leones adjusted for annual inflation -, as well as an emergency top-up component equivalent to half that 

rate (11,364 Leones). The base transfer amount is modelled based on the minimum monthly wage of Sierra Leone 

(500,000 Leones). During an emergency, this base transfer rate will be topped-up to a total value amounting to 

34,091 Leones per day. Furthermore, the programme is time limited to 30 days per year during the lean seasons, 

while the emergency top-up can be provided for an additional 10 days per year. Furthermore, during a crisis, the 

targeted population expands by 10%, therefore allowing the emergency component to expand both vertically and 

horizontally. 

The Cash-for-Work Programme cost incorporated in the model are made up of the pure transfer value, the cost 

of a training component for youths (15-35), the cost of the emergency component (when necessary) and the 

cost of administration. Next to this, the model includes four channels through which returns are accrued: i) local 

economy-wide effects, ii) health effects, iii) transition effects, and iv) education effects. 

From inception onwards, the Cash-for-Work Programme is assumed to yield local economy effects under 

the same assumptions and methodology outlined for the Child Grant in the previous sub-section. The model 

additionally incorporates positive effects on education as a result of the training component incorporated for 

youths and the skills developed by workers on the job. The same assumptions as in the previous programme are 

assumed, but for a narrower target group size. Furthermore, it is assumed that workers gaining skills on the job, 

solely improve their cognitive capacity in the long-run and thus do not have education attainment related effects. 

Literature has also outlined the positive effects that a public works programme can have on the population, 

especially for women.52 As such, improved health outcomes were modelled by monetizing the value of the 

burden associated with diseases and express returns from reduced health cost in economic terms according 

to the work of previous academic undertakings as described in the previous sub-section. Lastly, the model 

incorporates the positive effect of agricultural households transitioning to more productive sectors as a 

result of the skills obtained through the course of the programme. Thus, it was assumed that of the 20% of 

agricultural households transitioning, the average income would rise from an average of 875,909 Leones to 

1,094,886 Leones – the average income of a household in Sierra Leone. 53 As such, the Cash-for-Work Programme 

resulted in these households improving their standard of living through an increase in their average household 

income. 

52  (Das D. , 2012), (Das & Mocan, 2016), (Nayak & Reetika, 2009)
53  (Braima, S.J.; Turay, S., 2016)
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3. Cash transfer to the elderly and the disabled
For the Cash Transfer Programme targeted towards the aged (60+) and the disabled (0-59), the number of 

beneficiaries targeted depends on the targeting scenario, the realization rate as well as the total old-age and 

disabled population in Sierra Leone during the 2019-2039 time period. The assumption is made that each elderly 

individual aged 60 and over, and each disabled person aged 0-59 receives a monthly benefit amount equivalent to 

his/her share of expenditure representing a food secure household (35,715 Leones, equivalent to approximately 

(3.7 USD). The expected roll-out period for the Cash Transfer Programme is five years. The Cash Transfer costs 

incorporated in the model are made up of the transfer value, a training component for the disabled and the 

administrative costs. The training component is a programme that is established for the disabled in order to 

provide them with the skills necessary to productively contribute to society. The macro-simulation model assumes 

the cost of the training component to equal 945,000 Leones per month per beneficiary for a total of 6 months per 

year. Next to the costs, the model includes three channels through which returns are accrued: i) local economy-

wide effects, ii) health effects and iii) education effects on children residing with the elderly.

Once again, the local economy-wide effects are based on the methodology outlined under section 1.1 above 

in the Annex. The model additionally incorporates the positive effects of improved health. As a result of the cash 

transfers, the aged and the disabled are able to receive better healthcare provisions. Thus, reducing their burden 

of disease and the cost to society. Lastly, the model incorporates the positive effects on education through an 

increase in wage-earning capacity for the disabled - as a result of increased cognitive ability and skill development 

- as well as for children living in households that contain an elderly person. Various literature has outlined the 

positive effect that grandparents have on the educational attainment of their grandchildren.54 Hence, the macro-

simulation model assumes that children living in Cash Transfer beneficiary households are more likely to attend 

school more often and therefore increase their cognitive ability and their educational attainment. Building on the 

work of the World Food Programme and the Boston Consulting Group (BCG), these outcomes are assumed to 

translate into increased wage-earning capacity in the long-term, with strengthened cognitive ability accounting for 

11% and increased educational attainment adding 5% to expected future earnings of beneficiary children.

Ultimately, total costs and associated benefits for all three programmes are depicted as proportions of the current 

GDP, alongside benefit-to-cost ratios for each programme to present a case for its implementation in the Sierra 

Leonean context.

54  (Hoddinott et al., 2011), (Kreidl & Hubatková, 2014), (Parker & Short, 2009)
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EX
 2 List of Consulted 

Stakeholders

Table 11. Key informant interviews

Government MDAs and partner organisations 

National Commission for Social Action

Ministry of Budget and Planning

Ministry of Labour and Social Security

Ministry of Social Welfare 

Bank of Sierra Leone

UNICEF

World Bank

International Labour Organization

International Monetary Fund

Table 12. Workshop participants

Government MDAs and partner organisations 

Bank of Sierra Leone

Ministry of Finance

Ministry of Health and Sanitation

Ministry of Labour and Social Security 

Ministry of Social Welfare 

Ministry of Technical and Higher Education

Ministry of Tourism and Cultural Affairs

Ministry of Youth

National Civil Registration Authority

National Commission for Social Action

National Social Security and Insurance Trust

Office of National Security

Sierra Leone Association of NGOs

Sierra Leone Labour Congress

Statistics Sierra Leone

Development Initiative Programme

International Monetary Fund

UNICEF
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