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Note

Under its overall mandate on trade and development, the United Nations Conference on Trade
and Development (UNCTAD) serves as the focal point within the United Nations Secretariat for
all matters related to foreign direct investment. Its work is carried out through intergovernmental
deliberations, research and analysis, technical assistance activities, seminars, workshops and
conferences.

The following symbols have been used in the tables:

e Use of an en dash (-) between dates representing years, for example, 2020-2021
signifies the full period involved, including the beginning and end years.

¢ Reference to dollars ($) are to United States dollars, unless otherwise indicated.

e Annual rates of growth or change, unless otherwise stated, refer to annual compound
rates.

¢ Details and percentages in tables do not necessarily add to totals because of rounding.
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The Investment Policy Review (IPR) of
Sierra Leone was published in 2009. It
analysed foreign direct investment (FDI)
trends, their impact, and the strategic,
legal and institutional framework

for investment. It also suggested
recommendations to further improve
the investment climate and develop an
FDI attraction and promotion strategy.

In 2024, the Government of Sierra
Leone requested UNCTAD to review

the implementation of the IPR
recommendations and provide guidance
to continue improving the investment
environment. This report analyses
progress and suggests additional
actions to support the achievement

of Sierra Leone’s 2024-2030 Medium-

Term National Development Plan
and the Sustainable Development
Goals (SDGs), based on UNCTAD’s
Investment Policy Framework for
Sustainable Development (IPFSD).

The IPR programme has analysed the
investment climate and provided tailored
recommendations to achieve the national
development objectives and the SDGs for
more than 60 economies globally since
its launch in 1999. Follow-up reports,
produced at the request of beneficiary
countries, assess the implementation

of these recommendations, propose
additional actions to enhance the
investment environment, and identify
further needs for technical assistance.



The countries

of origin and
sectors attracting
FDI are diverse

H
Key foreign direct investment trends

FDI inflows peaked in 2011-2012 and
declined sharply thereafter. In 2011, FDI
reached a record $950 million, followed by
$722 million in 2012 (see figure 1), largely
driven by investments in large-scale iron
ore mining. However, by 2016, FDI had
dropped substantially, falling to around
$139 million. This decline was influenced
by several factors, including the Ebola
outbreak in Sierra Leone and neighbouring
economies, regional conflicts and falling
commodity prices, particularly the collapse
of iron ore prices, which severely impacted
the mining sector (UNCTAD, 2015).

They have remained subdued since
2017. FDI inflows tripled that year compared
to 2016 as projects paused during the Ebola
outbreak resumed, particularly in mining
and agribusiness (IMF, 2017). However,

inflows dropped significantly again in 2020,
impacted by the COVID-19 pandemic and

a moratorium on new mining exploration
licences introduced in 2019 and lifted in
2023. While investments in agriculture and
mining have led to some recovery, FDI levels
remain relatively low compared with previous
periods. In 2023, FDI inflows reached $263
million, below the decade’s average. Looking
ahead, FDI inflows are expected to rise,
driven by strong mining activity (IMF, 2023).

Sierra Leone’s recent FDI performance
relative to other countries reflects

the impact of multiple exogenous
shocks. From 2010 to 2016, the country’s
average annual FDI inflows were generally
comparable to those of neighbouring
economies, though they remained below
the averages for the Economic Community
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Figure 1.

Sierra Leone

FDI peaked in 2011, but has since remained subdued
(FDI'inflows to Sierra Leone, 2009-2023, millions of dollars)

950

173 212 186

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Source: UNCTAD (2024).
Note: Data for 2023 is estimated.

of West African States (ECOWAS) and
African least developed countries (LDCs)
(table 1). During this period, the country
also outperformed several peers in relative
terms, including FDI per $1,000 of GDP and
as a share of gross fixed capital formation
(GFCF). Since 2017, however, average

FDI inflows to Sierra Leone have nearly
halved, now placing it lower than most
regional comparators, except Burundi. Its
FDI stock, at nearly $3 billion in 2023 is
also among the lowest. In relative terms,
FDI stock per capita is also modest, though
higher than in Benin, Burundi and Rwanda.
FDI as a share of GCFC remains relatively
strong and, though FDI per capita and

FDI per $1,000 of GDP have declined,
they remain above the ECOWAS and
African LDCs averages, reflecting in part
subdued levels of capital formation and
GDP. FDI stock as a percentage of GDP
remains robust at 76 per cent, though
lower than Liberia and Mozambique (265
per cent and 268 per cent, respectively).

The countries of origin and sectors
attracting FDI are diverse. Disaggregated
data on FDl is limited. Information from the

NIB indicates that the mining and extractive
sector, particularly diamonds, iron ore, gold,
rutile and bauxite, receives a significant
portion of FDI, predominantly from Australia,
China and the United Kingdom. Investors
from China, European Union (EU) countries,
Ghana, Japan and Nigeria are also present
in the agriculture and agribusiness sectors.
Infrastructure development is attracting

FDI from China, the EU and Turkiye, with

a focus on transportation and real estate
projects. Particularly in renewable energy,
investors from the EU (especially France
and Germany) are active in hydropower
and solar initiatives, and investments from
China are present in hydropower dams and
transmission lines. The tourism sector has
seen investments, though relatively small,
from EU and Middle East countries and from
the United States, which contributed to the
development of eco-tourism, beach resorts
and heritage sites. Finally, financial services
have attracted some investments from
Nigeria, the United Kingdom and the United
States.

FDI stock as
a percentage
of GDP
remains
robust at

76%
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Table 1.
The FDI performance has declined in absolute terms, but remains strong
in relative terms

Average inflows of foreign direct investment Foreign direct investment stock

. As percentage Total . Percentage

- Per capita Per $ 1000 gross " » Per capita  of gross

Economy Millions of dollars (dollars) domestic product . ;);itgarlo%sr 2);% ) O(frrggllj;nrz) (dollars) dﬁr’gjj;‘f
2010-2016 2017-2023 2010-2016 2017-2023 2010-2016 2017-2023 2010-2016 2017-2023

Sierra Leone 444 263 66 33 123 66 52 52 2 950 348 76
Benin 238 278 23 22 20 17 11 6 3711 270 19
Burundi 10 29 1 2 4 9 2 5 283 22 7
Cote d’lvoire 413 1139 17 39 10 17 6 8 15974 514 20
Ghana 3188 2497 120 82 59 36 22 20 47360 1439 62
Guinea 343 413 88 29 51 27 35 17 6145 409 18
Liberia 586 492 140 95 220 136 . . 11633 2142 265
Mauritania 644 933 183 223 96 108 29 26 6702 1513 64
Mozambique 4251 2902 166 93 276 182 96 55 57 281 1690 268
Rwanda 295 396 27 31 38 36 16 14 3697 274 26
ECOWAS 859 701 39 26 20 15 11 7 13607 469 30
African LDCs 602 463 35 22 37 23 15 9 9890 437 41

Source: UNCTADstat.

Note: “-” means data unavailable. For comparability of data for ECOWAS and African LDCs: a) the average FDI
flows in millions of dollars are calculated by dividing the group average for the period considered by the number
of countries in the group; b) the total FDI stock is an average value of individual countries’ FDI stock.
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Summary of findings

In 2009, the IPR emphasized Sierra
Leone’s investment potential and growth
prospects despite the challenges, including
following the 2008 global financial crisis. It
presented a strategic framework to stimulate
investment, thus recommending a phased
approach to policy reforms centred on six
pillars: (i) promoting and facilitating FDI, (ii)
streamlining business and trade processes,
(iii) creating a competitive and efficient fiscal
regime, (iv) strengthening human capital,

(v) addressing infrastructure gaps, and (vi)
focusing investment efforts on key sectors.

Since then, several government reforms
have been implemented to enhance
the investment environment, including
in line with the IPR recommendations.

Key elements of these reforms include

the adoption of new investment-specific
legislation, measures that facilitated
infrastructure and sectoral development.
Important efforts were made towards gender
equality by establishing women'’s rights to
own and use family land. Import and export
procedures were also improved, and the
regime governing different sectors was
modernised. Key findings are summarized
below, with more details provided in the
implementation matrix (see annex).

P The investment legislation was
revised. The National Investment
Board (NIB) Act was adopted in
2022, establishing the Board as the

Women have
ownership
rights under
the revised
customary
land law
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entity responsible for improving the
investment climate, as well as for
investment promotion and facilitation.
The Act includes investors obligations
and contains provisions for the free
transfer of funds and protection against
expropriation. In 2020, Sierra Leone
became a State party to the Convention
on the Recognition and Enforcement
of Foreign Arbitral Awards (New York,
1958). As a member of the ECOWAS
Community, the ECOWAS Common
Investment Code, which contains
provisions for sustainable development,
also applies in Sierra Leone.

Several trade facilitation initiatives
took place. Key facilitation measures
include the implementation of the
Automated System for Customs

Data (ASYCUDA), in addition to an
electronic customs single window, a
duty drawback scheme, the elimination
of pre-shipment inspections and the
removal of deposit payments. New
customs legislation introduced best
practices in tariff nomenclature, and
customs valuation and inspections,
and training programs were conducted
to build customs staff capacity. Sierra
Leone adopted the ECOWAS Common
External Tariff and is @ member of the
African Continental Free Trade Area
(AfCFTA). The country also signed the
African, Caribbean and Pacific Group
of States—EU Samoa Agreement and is
covered by the United States-ECOWAS
Trade and Investment Framework
Agreement, which are not yet in force.

The fiscal regime was amended
and digitized to improve revenue
collection. The corporate income
tax (CIT) rate was unified for resident

and non-resident companies and

is now aligned with regional rates.

The same rate also applies to mining
companies. The Minimum Alternate

Tax clarified the minimum level of
taxable business income, and the
Goods and Services Tax (GST) replaced
seven taxes. Digitalization was also
introduced to improve tax collection.

A land reform programme was
initiated. It features a land commission
composed of officials at national and
local levels, as well as civil society and
private sector representatives. Women
now hold a seat at every level of land
administration and have ownership
rights under the revised customary land
law. This legislation includes foreigners’
right to lease land, mandates the

free, prior, and informed consent of
landowners and ensures a minimum

10 per cent share for Sierra Leoneans.

Environmental protection was
reinforced. An Environment Protection
Agency was created, which issues
environmental impact licences for
activities such as mining, agriculture, and
construction projects. In addition, the
land legislation prohibits development

in ecologically sensitive areas, the
coverage of terrestrial sites of biodiversity
importance was increased, taxes on
timber exports were introduced to
mitigate deforestation and the country
committed to cutting greenhouse gases
emissions under the Paris Agreement.

Policies played a crucial role

in supporting infrastructure
development. Improvements were made
to the international airport and a bus
transportation system was introduced
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in Freetown, while planned projects
include an industrial zone, as well as

a dry port and energy infrastructure
(gas and hydro power plants, and
solar farm). Reforms in the electricity
sector facilitated the emergence of
independent power producers and the
regional interconnection of the electricity
grid through the West African Power
Pool. In addition, a regulatory authority
was established for electricity and
water, and a PPP law was adopted.

» Sectoral legislations were also
reviewed. In mining, reforms have
enhanced the institutional framework and
transparency provisions were integrated
in the legislation. The country joined
the Extractive Industries Transparency
Initiative, recently achieving revalidation
with a high score. Efforts also included
formalization initiatives (World Bank,
2022). In commercial agriculture,
phytosanitary control measures were
adopted, and a map highlighting
investment opportunities in food and
beverage was published. New fisheries
legislation was adopted, initiatives are
in place to combat illegal fishing and
overfishing, and Sierra Leone recently
joined the Fisheries Transparency
Initiative. Finally, in tourism, visa fees
were streamlined and lowered, and
online applications are now possible.

Despite these efforts, issues still hinder
the investment and business climate and
require reforms. These include the need
to clarify the investment framework, to
further streamline and digitize processes,
and to strengthen investment promotion.

Sierra Leone

Issues remain with the investment
legislation. The NIB Act defines scarce
resources, which include investment

in mining, petroleum exploration and
production, fishing, forestry and tourism,
and provides that the Board may permit
investment in them in accordance with
sectoral laws. It also highlights conditions
to be determined with relevant entities
when a limited number of investors is
allowed in these scarce resources. In
the absence of additional guidance

on their implementation, these entry
provisions create uncertainty. Additional
FDI entry restrictions are in place,

which are not part of the Act, including
some in services. In addition, the Act
does not refer to a core standard of
treatment, such as national treatment
or non-discrimination, and its provision
on the free transfer of funds may

be inconsistent with sectoral laws
which conditioned it at the time of the
IPR and were not accessible for the
preparation of this report. Regulations
to operationalize the Act are also
missing, including to access incentives.
In this regard, the NIB Act introduces
the possibility of implementing an
incentive scheme, but the Tax and Duty
Exemption Act 2023 also allows private
investors to apply for tax incentives
with the relevant sectoral ministry.

The bilateral investment treaties
(BITs) could be modernized. Sierra
Leone has two BITs in force: with
Germany (1965) and with the United
Kingdom (2000). Both treaties contain
broadly worded definitions of investment




Report on the implementation of the Investment Policy Review

Sierra Leone

and investor as well as protection
provisions. They could be modernized

to offer more safeguards to Sierra

Leone while aligning the provisions

with today’s sustainable development
agenda. Recently, Sierra Leone signed

a memorandum of understanding for an
investment protection agreement with Viet
Nam and held its first negotiation meeting
for a BIT with Hungary. Sierra Leone took
part in a UNCTAD webinar on key issues
in international investment agreements.

In 2022, UNCTAD conducted a
comprehensive review of the ECOWAS
Common Investment Code and of the
BITs concluded by ECOWAS countries.

Business procedures could be further
streamlined and digitalized. Efforts in
business establishment have reduced the
steps and time for creating a company.
However, the procedure is scattered
between two entities and legislations,
depending on the type of company.
Digitalization is also limited. Ongoing
reforms aim at harmonizing the legal
framework for business establishment,
reviewing and rationalizing services,
including for licensing and permitting,

and to set up a one-stop shop and

online business registration system.

Key regulatory frameworks and
institutional capability for business
operations are missing. Despite the
efforts for land reforms and to improve
land records, land surveying and property
management challenges continue to
hinder the land administration system
(United States Department of State,
2023). A competition policy is awaiting
parliamentary approval, but the country
does not have a competition law, and
mergers and acquisitions are currently
regulated by the companies’ legislation
and ECOWAS rules. Similarly to business,

bankruptcy and insolvency are governed
by two laws, with regulatory gaps
completed in practice by United Kingdom
rules. While reforms improved taxation
and fiscal incentives, issues remain with
the loss-carry forward provisions and the
advance tax system, incentives remain
scattered in different legislations and the
procedures to obtain them are uncertain.
New labour legislation was enacted,
prohibiting anti-union discrimination

and retaliation against strikers, however
the recruitment of foreigners remains
restrictive and not in line with an
attraction of skills strategy. Finally, in
agricultural trade, inspection equipment
and human resources are limited.

Investment promotion remains
general. The Sierra Leone Investment
Promotion Agency was transformed into
the Investment and Export Promotion
Directorate within the NIB. On its
website, key sectors were prioritized,

an investors’ perception survey was
conducted, public-private dialogue
(PPD) initiatives took place on an ad
hoc basis. Additionally, a database of
domestic suppliers is updated regularly.
However, efforts in image building,
targeting, policy advocacy and business
linkages programmes remain limited.
Given that the mandate of the NIB
includes PPD and the development of a
National Investment Strategy and Policy,
additional capacity will be required to
implement these initiatives effectively.

Statistical information on FDI is
insufficient. Data on FDI, particularly at
the sectoral level, is limited. This means
that information about FDI presence in the
country is anecdotal, which affects the
capacity to target investment, measure its
impact, conduct aftercare and formulate
evidence-based FDI attraction strategies.
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Conclusion and recommendations

Despite regional and global crises, Sierra
Leone has actively pursued a robust agenda
of strategic, legal and institutional reforms in
every area of recommendations in the IPR,
with several initiatives ongoing or beginning.
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This dynamism is mirrored in the country’s
ambitious Medium-Term National
Development Plan 2024-2030, which
aims at making Sierra Leone an inclusive
and green middle-income country.
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Sierra Leone has
actively pursued
a robust agenda
of (...) reforms



Report on the implementation of the Investment Policy Review

Sierra Leone

Improving the investment environment
to encourage strong private sector
participation in the efforts needed will be
essential to implement it and achieve its
objectives. In this context, and based
on the IPFSD, this report recommends
the following priority areas of action:

1

Align the investment-specific
legislation with good practice.
The Government could consider
clarifying the scarce resources entry
provisions. A negative list defining
the total and partial restrictions to FDI
could also be considered, including
the current framework for services,
as well as the introduction of a core
standard and a definition of the
relationship between the NIB Act and
sectoral regulations with regards to
investors’ transfer of funds. Some of
these elements could be covered by
the regulations envisaged for the Act.

Reform BITs and develop a model
investment treaty. The Government
could consider modernizing the two
BITs in force, in line with national
development goals and the SDGs, as
well as adopt a model BIT based on
a modern investment treaty model.

Streamline and digitize business
establishment procedures.

The Government should continue
ongoing efforts to harmonize the
legislation on business registrations.
The focus should be on streamlining
and digitalizing processes, as

well as providing clear criteria and
guidelines on procedures, and
ensuring institutional coordination.
These efforts could also include
licensing and permitting.

10

5

Pursue the ongoing efforts to
enhance business operations.
The Government should pursue the
reforms started regarding several
areas of the investment environment.
These include land, competition,
taxation and incentives, labour,
import and export procedures,
infrastructure development,

and sectoral frameworks.

Make investment promotion
more proactive and build
capacities. The Government
should consider enhancing the core
investment promotion functions,
including image building, targeting,
aftercare, policy advocacy, and
monitoring and evaluation. While it
is developing a National Investment
Strategy and a National Investment
Policy, the Government should
ensure that these documents
contribute to clarifying its vision for
investment, including FDI attraction,
and key aspects of the country’s
strategic and legal frameworks.

Strengthen statistical capacity.
The Government should consider
building the capacities for FDI data
collection and analysis. This would
improve ability to evaluate FDI
impact and enable the development
of more effective and informed
strategies for attracting FDI.

UNCTAD stands ready to
assist the Government of Sierra
Leone in the implementation of
these recommendations.
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