Non-traditional Financing

Given the recent global financial crisis, Government welcomes and will explore non-traditional
avenues to mobilise resources for funding the PRSP. Specifically, the Government will explore
the following:

i.  Maximizing the benefits of Private Sector Participation

ii. Improving Sierra Leone’s Country Policy and Institutional Assessment

iii. Exploring Carbon Trading Potential
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I. MAXIMIZING THE BENEFITS OF PRIVATE SECTOR PARTICIPATION:

Despite the progress made in improving the climate for doing business, Sierra Leone still needs
to improve on private sector participation for development financing. The Government’s pol-
icy is to attract large private-sector proposals with Build-Operate-Transfer (BOT), which will
certainly require a special BOT Law, and Public Private Partnership projects. There are oppor-
tunities for realising these options in the power, water, road, port, airport and telecommunica-
tions sub-sectors; projects range from green-field to concessions and divestitures.

Il. IMPROVING SIERRA LEONE’S COUNTRY POLICY AND INSTITUTIONAL ASSESS-
MENT:

To access increased financial resources from the World Bank and African Development Bank,
Sierra Leone will implement measures that will improve its rating on the World Bank Country
Policy and Institutional Assessment (CPIA). Currently, the overall CPIA score for Sierra Leone is
3.1 out of a total of 6.0; as a result, Sierra Leone is classified as a Weak Performer. The Govern-
ment is committed to improving the CPIA scores, where the country’s score is 3.0 or below.
Similar efforts will be made to access resources under the United States Millennium Challenge
Account. To promote these efforts, the Government has adopted an overall Governance Pro-
file.

[Il. EXPLORING CARBON TRADING POTENTIAL:

Carbon sequestration will be explored as a means of mobilizing resources as well as cutting
back on emissions. Currently, with over 2.7 million hectares of tropical forest, deforestation
rate is estimated at 19,400 hectares per annum. The potential fiscal space accruing from halt-
ing deforestation at the rates of 10 to 50% is estimated at US$3.9 to 19.4 million. The Govern-
ment will therefore explore the possibilities of carbon trading that will provide economic
benefits as well as meet the country’s obligations in terms of protecting the national forest.
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Contact Person: Kawusu Kebbay, Director of the Development Assistance Coordination Office
Email: kkebbay@mofed.gov.sl

Telephone: +232 76 610 968




Introduction

The four strategic priorities of the Government’s Agenda for Change are:
1. Energy;
2. Agriculture;
3. Transport;

4. Human Development, which includes,
a. Health;
b. Education; and
c. Water.

The strategic priorities are underpinned by measures to consolidate peace, ensure good govern-
ance and develop an enabling environment for sustained economic growth and poverty reduc-
tion. The important & LIQB y R A ihdugeyfedioém of the public sector and capacity building,
support to the private sector, modernization of the financial sector, and robust action on cor-
ruption.

The financing of PRSP-II will be approached to take both broad spectrum and targeted policy
actions in the following areas:

Mobilising domestic financial resources;

Attracting private capital flows;

Sustainable debt financing and external debt relief;
Promoting international trade;

Increasing international aid flows and technical cooperation for development; and
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Improving public expenditure management.

Alignment of Support

The Sierra Leone Aid Policy includes the following principles:

Ensuring that GoSL has the lead over development finances;

Ensuring donor supportisalignedt o Go SL&6s priorities;
Using harmonisedfinancing & implementation mechanisms where possible;
Ensuring predictability in financing, both in terms of quantity and timing; and
Ensuring mutual accountability in financial management and other systems
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“The full set of principles can be found in the Sierra Leone Aid Policy.

Channels of Support

GoSL proposes the following aid modalities:
i. General/ sector budget support
ii. Multi-donor trust funds
iii. Programmatic support for priority sectors
iv. Non-traditional financing

General/ Sector Budget Support

GoSL has a strong preference for general budget support, in order to increase Government own-
ership and promote alignment to national priorities to the maximum extent possible. Should
general budget not be possible, GoSL’s next preference is for sector budget support as it sup-
ports alignment to GoSL systems and priorities.

The Government of Sierra Leone has been working within a mutual accountability framework
with its budget support partners since 2002. Budget support has been provided to GoSL by four
key donors: the African Development Bank, the UK’s Department for International Development
(DfID), the European Commission and the World Bank, who have signed a Memorandum of Un-
derstanding (MoU) with the Government establishing a framework for Multi-Donor Budget Sup-
port (MDBS). Just as Budget Support has been successful in strengthening government owner-
ship and partner alignment in a sustainable manner, it has also as promoted an improved under-
standing of the importance of and functioning of public financial management system. The Gov-

ernment welcomes any donors wishing to join the MDBS partnership.

Multi-Donor Trust Funds

To facilitate the harmonisation of donor activities and alignment to the Government’s priorities,

the Government has encouraged the World Bank and the United Nations Country Team to estab-
lish multi-donor trust funds (MDTFs) to support the PRSP II. The trust funds will streamline pro-
cedures that will improve on the delivery of support for priority areas. In addition, the trust
funds will serve as a funding channel for potential non-resident donors.

9 Infrastructure Trust Fund (focus: energy and water). This trust fund will be managed
by the World Bank and implemented by GoSL.

T UN Multi -Donor Trust Fund (focus: human development and governance) This Trust
Fund will be managed by the United Nations Development Programme and implemented
by GoSL and participating UN organizations.

Programmatic Support for Priority Sectors

GoSL has identified key projects and programmes in priority areas that it encourages donors to
channel funds through who do not wish to support the instruments outlined above. More de-
tails can be found in the project documents.



