


COVID-19 AND THE MSME SECTOR IN SIERRA LEONE
 
For this survey, business owners of 128 Sierra Leonean MSMEs (22 percent women-led) were interviewed across the country. More than 80 percent of 
them are located in the capital Freetown.1,2  After the confirmation of the first case of the COVID-19 virus at the end of March 2020, the government 
enacted a three-day lockdown in the beginning of April. This measure was followed by inter-district and international travel restrictions as well as 
an overnight curfew in mid-April. While restrictions on movement were lifted by the end of June, an overnight curfew remained in place through 
October. The interviews for this analysis were conducted from early June to mid-August in this context of changing measures and uncertainty.

FINANCIAL HEALTH AND RESILIENCE

The study shows that 96 percent of Sierra Leonean MSMEs were impacted by the COVID-19 pandemic. Fifty-four percent of the MSMEs said they 
experienced a reduction in demand for their goods and services. While all businesses in the transportation sector reported negative effects on 
demand, the health sector was the only sector that mostly experienced increases in demand. The negative effects on MSMEs translated into a 
decline in business profits for 81 percent of business owners. On average, profits for those businesses fell 39 percent from pre-pandemic 2019 levels.

Liquidity problems are a serious concern for Sierra Leonean MSMEs during the pandemic with 71 percent reporting current financial shortfalls with 
their median amounting to $5,000. It stands out that almost all medium businesses report current financial shortfalls. Table 1 shows current 
shortfalls by business size, revealing a trend of increasing average shortfalls with business size.

Table 1: Current shortfalls by business size (in USD)

Micro Businesses Small Businesses Medium Businesses

Median 1,500 5,500 10,000

Mean 3,840 10,860 16,400

 

The trend in shortfalls underscores the challenge of funding MSMEs. The survey finds that about half the businesses would draw on capital 
injections by their owners. Bank loans are the most important alternative. Moreover, some micro and small business owners also consider loans 
from family and friends to be viable options.

CRISIS RESPONSE AND FUTURE PLANNING

When the survey was conducted, 41 percent of business owners expected to maintain their enterprise’s mid-2020 business volumes over the 
next three months (Figure 1). About one quarter of the business owners anticipated a decrease of their volumes and one out of six expected to 
close down business activities at least temporarily. Construction firms, as well as companies in the tourism and accommodation sectors, were 
particularly concerned about potential future closures. Another 16 percent of businesses, however, expected business volumes to increase over 
the subsequent three months.  

With 62 percent, almost two thirds of Sierra Leonean medium businesses expect to sustain constant business levels. At the same time, the 
expectations of micro and small businesses seemed to be more diverse.

Figure 1: Planned business activity over the next 3 months

1 For this analysis, the following business segmentation based on annual turnover in US dollars was used: micro (< $50,000), small ($50,000 - $299,999) and medium ($300,000 - $999,999).
2 The sample is not necessarily representative of the MSME sector as a whole.
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