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Executive Summary

As Ebola cases in Sierra Leone hdra@pped the country and policymakers haverned their eyes to the
challenging task of economic recoveWhile somepeopleare beginning to bounce back from the crisis, others,
including petty traders and youthcontinue to face reduced sales and limitaldernativesfor replacing lost

sources of incme. With weak financial services and limited cash flowing through the economy, these groups
whose members operate at high levels of informaléye struggling to recoveiMoreover, the challengethey

face are largelyonesthat existed prior to the Ebola crisi¥outhmake up roughly onéi KA NR 2 F { A S NN
population and depend heavily on petty trade for their incardddressing the systemic issutteey faceis a
fundamental requirement for longerm poverty reductiorin Sierra Leone

In this assessment, wabmpae Kenema, an agricultural economy birly and hardy Ebolg andWestern Area
Urban(FreetownE G KS VY I (A 2 féntie td HetteHuSderstandANly the cristsasaffected different
segments of Sierrh S2 Yy S Qa aSl@esgs8 Sgas of recovehis assessmeribcuses specifically on petty
traders and youth two groups among the hardediit by the economic crisisinvestigatingthe shortterm
issues preventing a return to piisis income levelsand the endemic deeprooted constraints limiting
economic growth

The following key findings emerged from this assessment:

§ Tradersreport greater than 30%eductions in salesluring April 2015than in April 20142 with more
significantdrops reported in WesterdreaUrban than KenemaProlonged reductions in sales have led
to increased household vulnerabilitfeventysix per centof all petty trading householdthat report
saving moneyaved less in April 2015 than the same time lasiry@his is in comparison to 39% aif
agriculture households).

1 More informal and smaller businessappear to havdared worse than their larger counterparts in the
crisis® Market tables and kiosks report more significant declines in business as cetnjpapermanent
shops(48% compared to 27%gspectively, with a greater gap in Kenema thamWesternAreaUrban
Hawkers market tables and kioskselling foodstuffs and nefood itemsin Western Area Urban also
report being morenegativelyimpacted by restrictions on business hours than permanent shops.
Furthermore, hose operating in marketand kioskgpurchaseinventory on credit at highelevels than
permanent shopsOf these three groups hawkerfinventory purchases on credit are thewest,
suggesting that smaller businesses may demand credit to operate, but some may not be able to access
it.

1 Consistent with longun financial access trends across Sierra Ledrepbrrowing rates of youth age
18¢25 over the past year are lower thahose forboth older youth(26¢35) and adults in Kenema and
Western Area Urban* The younger survey respondents who rematttaking loans did so almost

! The national youth policy (2003) and the draft revised policy (2012) define youth as being between ages of 15 and 35.

2 For the purpose of understanding trends over time, the assessment nma&Bg comparisons between April 2015 and April 2014,
before Ebola entered Sierra Leone (in M#&14) and the State of Emergency was declared (in20dy).

3 Informal businesses refer to those that lack formal registration or have reduced access totitiproand benefits of other
businesses (e.gfinancial, legal and association benefits).

4 As a proxy for financial access, in 20thé World Bank reported just 6.4% of youth age2bhad a bank account, compared to 15.6%
of adults.
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exclusively from family and friendB1 contrastolder youth and adultsvere more likely to borrow from
microfinanceinstitutions MFI9, community banks and commercial banks.focus groupdiscussions
youth (of both age groupsh WesternAreaUrbanreported having more difficulty accessing cre¢hbth
formal and informal)than their elders citing thar lack of relationships and connections needed to
obtain loans MFlIs likewise report that youthlending is high risk and youth typically struggle to
demonstrate sufficient business experieringhe loan application process.

Sixteenper centof loans taken by traders weifieom MFIs and 12% from community banksfimancial
serviceassociations (FSAs). Some MFIs, community banks and FSAstantadto recoveroan losses
since the end of 2014, but lortfgrm constraints such as conceraver tmely access to funds, low trust

in financial institutions and low financial literacy still inhibit traders and small businesses from using
MFIs and community banks. Liquidity constraints are both a-land shortterm problem for several of

the financialinstitutions interviewed.

Thirty per centof agricultural households surveyed report planting or intending to plant fewer acres this
year, while 37.5% reported intending to plant mof&ome agricultural input sellers, particularly those
with institutional links, report increases in sales for certain produstgsh asseeds. In contrast, input
sellers who operate at the mic#evel and those focused on fertilizer and agteemicals report
significant reductions in businedSxplanations for thelecreased das includedimitations on periodic
markets reduced customer purchasing powand expectations of late planting

Despite the depth of the recent economic turndown, businesses surveyed remain optimistic about the
future so long asegulationsassociate with Ebola such as limitations on business howee liftedand
consumer spending increasé&/hilethe primary goal 0B6%of tradersis to restoretheir business back

to its previous levels in the next six montluly 18% expectto still be focused orrecoveryin one

yeara Q .(nkt¥a8, they mentioned growirtheir business and increasing the types of goods they sell

Fa GKSANI LINAYEFENE 3F2Ffad 2KA{S GKSaS NBadzZ da NBLI
some businesses expect to brae back from the crisis

To address the issues identified through this assessméfercy Corpgecommends the following:

T

Reduce barrierto business relaxquarantine restrictionge.g., allow businesses to operate later in the
evening)to jumpstart the economyHowever, to push recovery forwardihere feasible andnindful of
the persistent threats of EboJdhe government shouldft remainingregulations limiting the operation
of businesses, so that the groups most adversely affectethéyeconomic crisishnamelyyouth and
petty traders, haveéhe greatestopportunity to recover their income.

Supportmicro, small and medium enterprisBIEMB development to grow the economgnd enable
opportunities for petty tradersAddress keyobstaclesto private sector growth, includingicreasing
accesdo finance and lowcost energy required for business operations.

Improve marketbased economic opportunities folboth female and maleyouth through access to
finance, financial literacgnd business dks; link jobreadiness to concrete employment opportunities.

Improve petty trader€income potential and resilience to future shocks by supporting effective informal
and semiformal saving and lending models

Ensure that economic recovesfforts focus& on agriculturesupportthe market systems needed to
promote longterm growth, particularly for actors such as input sellers. Wheorking with the input
supply marketuse vouchers and subsidies in place efimd distribution for farmers
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Introduction

Ranking 183rd out of 78n the United NationsHuman Development Index (2023%ierra Leone remains one of
0KS 62NI RQa LDepiedhisSierrddl2any maNdigiat strides following their deckmbg civil war,
ranking as one of the 2 NI RQa (2L NBF2NYSNBE 08 { Kiilexmwihvarprorignyd R
move in 2005from 6th on the Fragile States indebown to 35th in 2014. Scial indicatorsalso showed a
declining poverty headcount and improvements in inequdlityli K S 3 2 @ SAydyida SoyRiogperiti2013
2018° Sierra Leone prioriged economic growth througha number of channels includinagricultuml and
manufacturing valueaddition, fisheries, tourisnenergy and the development of road infrastructureijnforced

by education andabourforce development

{ ASNNJ [ S2 vy S QdatcurfedillEtai Map 2024With the lorsed of the Ebola crisihe government
passedseveralby-laws in July2014to control transmissiorof the diseasejncludingroadside checkpoints to
screentravellersand restricted inter-district movement; limitedhours of business operation tix a.m. to six
p.m. a ban on the operation of perigimarkets;'°the prohibition against large gatherings or assemblisi
the cbsure of borders with Liberia and Guinea. Whilesignedto control the spread ofthe virus, these
measuresgreatly restricted commercial flowand economic activity At the time of data collectiow in April
2015 ¢ several restrictions still remainedcross all areasalthough by that time Sierra Leone wamost
completelyEbola free. Odune 28, the government relaxedme restrictionsn nortquarantined areasallowing
restaurants to operate untiien p.m.and grocery stores and taxis urtihe p.m.

This assessment ssbut to examineprospects for economic recoveiy Sierra Leone following the Ebola crjsis
with a special focus otraders,youth and access to capitdResearch conducteih January and February 2015
by the World Bank and the International Growth Cenfi@C)notes that youth employment rates in Western
AreaUrbanhad decreased in January and February to §a%wn 15% fromNovember) youth businessewere
less likely to be operating thamon-youth busnesses; andon-farm enterprises continued to report decreased
revenues from preerisis levelsMoreover, youth comprise onthird of the O 2 dzy {pdpilaficiy improving
their livelihood opportunities is a fundamental aspect pdverty reduction and ecomuic growth in Sierra
Leone! Mercy Corps selected these target demographics for the assessmentibe deeper into the issues of
trader business constraints and youth work, filling existing gap in the research ba¥do that end,the
assessmentdentifies both the Ebolaelated constraints faced by the target groups as welthaslongterm
constraints unrelated to this particular crisifhis researchwas undertaken withfull knowledge of previous
economic assessments conducted within the time framéhefEbolacrisis and thefollowing report is designed
to complement these previous assessments.

http://hdr.undp.org/sites/default/files/hdrl4report-en-1.pdf

http://fsi.fundforpeace.org/rankings2014

http://www.africaneconomicoutlook.org/en/countries/weséfrica/sierraleone/

o N o O

http://www.sierra-leone.org/Agenda%204%20Prosperity. pdf
9 http://www.oecd.org/dacfragilestates/44653693.pdf
0y SNA2RAO YEN] SG& 2NJ af doYl 3¢ NB T Bl mirRets NiRsk tetidito/ba largeSriarketsavhichi F NI S G &
attract traders travelling farther distances and are a key channel fordistgnce trade. Periodic markets are held in both the same
location and different locations from daily markets. This varies oasgby-case basis.

1n http://www.sl.undp.org/content/sierraleone/en/home/countryinfo.html

12 http://www.theigc.org/economicsof-ebolaresearch/#SierraLeone
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Koinadugu

Western Area Urban (Freetownand Kenema
districts were selected as thel aaSaavYSy !
geographic areas of focus to provide ardepth

Bombali

y comparisorof the impacts and constraints affecting
. trade.2 SaGSNY ! NBIF ! Nbly &SNID
B central urban economy. At the time of assessment,
).,_';.f lingering cases of Ebola still remained in the district

In comparison,Kenemadistrict is currently the
third-largest urlan centre in the country with an
economic focus on growing agribusinegEnema
was among the first set of districts to be
guarantined as a result of Ebglaowever it was
also the first to have the quarantine liftedr
meaningthis district has had the longest perioof
time to recover economically fromuarantine.

G Kailahun

Sierra Leone
Districts

Methodology

This assessmergathered information from259 household surveys an@74 surveys with petty trader§and

small businesses. Building on quantitative surveyesalsoconductedkey informant interviewsvith a variety of
stakeholdersas well agocus groups with traders to triangulate an understanding of market trendsidertify
factorsaffecingi NI RS NA Q Indaddéidn yw&saugis 8 dnderstand youtkabour dynamicsthrough focus
groupdiscussionsecognidng thatpetty trade is an important source of income for many yquiht that youth

who have lost their source of income would not be included in our survey sabata.was collected frorg-15

May using ateam of nine enumerators and five supervisors. The assessment was led by Mercy Corps
international staff.

Suveys

Trader surveys were conducted in select market areas in Kenema and Wasterdrban districtsPre-existing
lists of localmarkets were updated based on feedback from traders. The assessment teanséhectedmarket
areas forthe survey that include@ mixture ofgeographical areasnd market sizesWithin each target market,
the survey team usifield-based random sampling technigué¢o identify respondentsln each market area,
enumerators alsased random sampling techniques to recruit permanent shops selling gdod¥esternArea
Urban market and shop arebstingswere developedindependentlyfrom one anotherbut specificsurvey areas
were againtargeted basean geographic spread amdarket size.

Following data cleaning 274 surveys contributed to the trader survey analysis. Market tables kimgks,
comprised 58% of the sample, hawkers comprised 11%, mancthanent shops comprised 31%. Women
represented71% of respondents in Kenema and 63% of respondentgestern Area Urban Results from this

13 Here we refer to petty traders as those businesses selling goods in markets, kiosks or throuigmmeabs.
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analysis should be viewed as indicative and are not representative of the full population of traders in the
distrias covered.

The objective othe household survey was to collect information from markiefpendent households in the
target geographies. In Kenemnthg team targeted two communitieghich primarily purchase and sell goods in
each market area surveyed. Western AreaUrban the team listed all known slum communities and selected
those for survey based ogeographic spread. Within targeted communities, enumerators used random
sampling techniques to target respondent households.

After data cleaning, 25Bousenhold surveyswere used in the survey analysisith an average household size of
seven Females represented 54% of respondents and males 46%egkbased survey analysis referred to the

sex of the main income earner rather than the respondégain, results from this analysis are indicative of the
marketdependent households interviewed for this assessment and should not be interpreted as representative
of the full population of households in the geographies covered. In Western Area Urimimfortant to note

that the sample covered only poor households, and in Kenema, the survey team focused its efforts on market
dependent households increasing the likelihood that respondents rely on trade for their income.

Focus Group Discussioasd Keyinformant Interviews

Forty-four focus groupdiscussior wereconductedthroughout the assessment to prolieends emerging from

the survey resultand to investigate issues relevant to traders and youth in the assessment areas. The focus
group discussios included trades, youth and transportes (commercialand privatevehicle owners/drivers,
okadaridersand taxi drivers

One hundred thirtytwo key informant interviews wereconducted tounderstand the shortand longterm
market systemconstraints affecting traders and youttRarticipants in key informant interviews included
wholesale shopraders agriculture input sellers, financial service providers, transporteysesentatives from
government authorities and ministriesxd memberf youth service organ&ions and NGs.

Table INumbers of Surveyg;ocus Group Discussions and Key Informant Interviews

HH Surveys Trade Surveys Focus Group Key Informant
Discussions Interviews
Kenema 117 103 8 56
Western Urban 142 171 36 76
TOTAL 259 274 44 132

Analysis

Householdlevel Income and Vulnerability

Overview

Findings from householkvel surveys and youth focus groups indicate that while the crisis had Btrong
impactd livelihoods manyhouseholdsare now recoveringMore households in Kenema report being better off
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in April2015than in WesternAreaUrban Despite this, households Kenema report consuming fewer meals
per day than those in Western Urbalikely a result ofchronicallyhigher poverty ratesn the districtand the

start of the lean seasoH.

A breakdown oNB a LJ2 yrraf gourée®df incomeby district can bein chart 1below. In Kenema25% of
households reported thatheir mainincome earner was mal@5% male)while 3% of respondentsiWestern
Urban reported that the main income earner wiesnale (65%male). Agriculture, petty trade and mining were
most frequently listed as the primary source of household income in Kenema, and petty tradetarties in
the fishingsectorwere mostcommonly cited in WesterAreaUrban.

In Kenema, notagriculture activities represent a higher proportion of this survey sample than the general
population because thassessment targeted markeependenthouseholds. Likewise, in Western Urban, there

is ahigh representation of households living in poor wharf communities who rely on fishing for their income
since the assessment targeted poor markleipendent communities

Kenema 1%

3%

Chart 1 MainSource of Respondentincomeby District

[ Agriculture . 205_R%0 1%._ 1% 1%
& Agricultural Processing 204, 3
& Commercial Trade 3% | /_ ’ 5%

u Construction 2%_\ 1%
Entertainment
Fishing
Food Service / 13%

u Government
Mining 5%

& Okada \ 3%
Other 47%

0

Petty Trade 1%
Poda Poda 6%

Seamstress or Handicraft
Teacher
B Transportation

Householdncomeand Foodsecurity

Western Area Urban

Agricultural Processing

w Barber or Hairdresser
Business Employee
Commercial Trade

m Construction
Entertainment
Fishing
Food Service
Government

u Okada
Other
Petty Trade
Poda Poda

H Remittances
Seamstress or Handicraft
Selling Top Up
Teacher

B Transportation

Just10%of householdsn Kenema and 15% WesternAreaUrbanwere consuming fewer meals Apri 2015
compared toApril 2014 but acrossall key income sources, petty traders in Western Urban were the most likely
to reducethe number of mealshey were eating(17%)." Informal borrowing networksnore oftenserved as

active safety nets for households in Kenema than those in Western Urban, but Western Urban households
demonstratedgreater personal resources for copimgmonghouseholdghat reported not having enough food

or money to meet their needs since December, thasd&kenema weramost likely to borrow money tomeet

their needs while thosén WesternAreaUrbanwere most likely to sell household asséfghile the higher rates

14 April is a lean season month in Sierra Leone, a time when agricultural households are more like to have consumed thbamasous
and have limited income and food before the next production season.
5 As mentioned in the methodology sectidmousehold data is not representative of the full population in each district. Targeted
households were in marketependent areatn Kenemaand in marketdependent slum areas in Western Area Urban.
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of foodinsecurityin WesternAreaUrbanmay in part be a reflection of targeting lewcome, marketdependent
areas, these figures reflettte depth of the economi@mpacton poor urban households.

Chart 2 Coping Mechanisms Used by Households to Meet Needs

m Sold household assets/goods

m Reduced non-food expenses on
health

m Sold productive assets or means o
transport

H Spent Savings

Borrowed Money

Sold last female animals
m Begging
w Consumed seed stock held for nex

planting season
Worked for food only

Kenema Western Urban Sold agricultural tools, seeds or
other inputs
Area

In both locations,some households reported experiencing a change in the number of people working (9% in
Kenema and 13% M/estern Area Urban however,nearly all respondents noted that the number of people
working had returned to April 2014 leveWhile the sample was smallpsie householdsn Western Area Urban
reported that the number of workers hadecreased while others noteithicrease in the number of workers
Kenemahouseholdsmostly reporteda decreasein workers Key informant interviews witlteachers and youth
focus groupdiscussiongndicate that some households soughtit@rease income by sending more members to
work, particularly while schools were closdeébcus groupdiscussionswith youth also indicate that under
employment had increaseid the past year a dynamic that wagsot captured by the survey.

Chart 3 Income&Comparisongo Last Year by Trade

April 2014 / April 2015

% S « Petty Trade
2 cJ N
no s — Significantly Lower
£S5« Fishing .
m A Little Lower
Petty Trade
g y B Same
q) . -
E) Mining m A Little Higher
Agriculture | Significantly Higher

0% 20% 40% 60% 80% 100%
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In keeping with these finding§8% of households in WesteAreaUrbannoted that their incomewasslightly
lower or significantly lower than the same time last yéasmpared to 52% in Kenemdhe highesper centge

of householdsthat reported lower incomes inApril of this year compared tthe previouswere households
involved in thefishing setor in WesternAreaUrban'® followed by petty traders in both Kenema and Western
Area Urban.

Household Savings

Reductions in income have led to reductions in savings, a key resource for househotnlgetonexpected
expenses, and in the case of petty traddmsaccess capitdbr their businesses. Half of households in Kenema
and WesternAreaUrban report saving money in the past month, but in making comparisons between this year
and last yearhouseholdsin WesternArea Urban are comparatively worse off than households in Kenema
Likewise petty tradersare comparatively worse off thamose engaged iragiculture. The valueof savingsvas

halved for households iWestern Area Urbarand 78% of all petty traders reported saving less this year than

last year.Among traders, men were slightly more likely to save at commercial banks, whereas women were
more likely to usesusus’ However the survey team probed to understand all potential sms ofsavinggor
households revealing that the majority of households also rely on very informal savings mechanisms. When one
@2dzi K F20dza 3INRdzZL) 6l & A1 SR 6KSNB (KSe& al @SR Y2ySezs
my bed¢ vy 2 (i thaydiSadviarialge of each of their savings locations was that it was very difficult not to spend
their money with such easy accesas discussedater in the report, such anecdotes highlight why informal
savings mechanisms suchamisusare popular despiteharging negative interest rates.

16A(:cording to interviews, thisicome aecreasewas attrbuted to changes in regulations, ovigshing and limitations on business hours.

17 Osususre informal savings mechanisms, typically managed by one individual who collects money on a didijyonvmeenthly basis,
and either holds the money for pay back to participants at the end of the cycle or makes a rotating payout of savinisremg di
member each time contributions are made. The person managingghsuswill charge a small fee for theservice (e.g.one day@
contribution out of a month). Recorkleeping amon@sususs very poor.
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Chart 4 Household Savings by Year

Household Savings by Year

35% Commercial Bank
30% & Micro-finance
= Community Bank
0,
25% u Financial Service Association
20% m Club
15% VSLA
m Daily Osusu
10% B Weekly or Monthly Osusu
5% Relative/friend
m At Home
0% - -
rader
Last Year| Current | Last Year| Current
Local Lender
Kenema Western Urban Area Other
Table2 Change in Savings by Business Type
Per centof Negative Change Per centof Per centof Positive Change
(saved less this year) No Change (savedmore this yeal)
Kenema 44 51 5
Western Area Urban 81 14 5
Total Respondents 70 25 5

Table3 AveragePer centChange in Savings by District

District AveragePer centChange
Kenema -29
Western Area Urban -52

Table4 AveragePer centChange in Savings by Business Type

Trade AveragePer centChange
Agriculture -28
Petty Trade -49
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Agricultural Households

While this assessment is not directly focusedagmiculture we includedfindings from agricultural households

as thissectoris prominet Ay GKS 3I2@0SNYyYSyiQa SO2y2YAO NBO2JISNE
including cocoa and coffee, amaportant sources of income in Kenensgveralquestions were included in the
survey to understand householdlevel impactsrelated to these treecrops Half of households reporting
agriculture as their main source of income reported that their income was the same or loigimgrared to the

same time last yeahalf reported that their income had been reducetiowever,currentincome comparisons

for agricultural householdslo not necessaty reflect vulnerability for the priman2015 production season
Instead, it is important t&know if householdsate their seedsin the past yearin our survey30% of households
involved in agricultural productioreported that they planted or planned to plant fewer acres this y&2r5%
reported they would plant the same amount of lgrahd 37.5% reportethey would increase the area of land
planted this year. Among those who reported planting less land this tleamost significant reason given was

the high costoflabar6 I £ 2y 3&a G yRAY 3 A &&dzS A yThis hdichdslthddr Ba2kgtS Qa |
dependent householdsash flow may be a more significant barrier than physical access to inputassehds.

Households engaged in growing cocoa and coffeee also asked to rate their income from this pagear
compared to previougears Fifty per centreported a reduction in income, an81 per centreported an increase

in income. Although key inforamt interviews indicate that the last cocoa production season produced higher
quality fruit than the previous year, research frafme World Food ProgrammaAMFP shows that farm gate
prices for cocoa growers were lower in locations with lower access léwetsarkets and traders’ This
information corresponds with trade€seports that fewer traders operated in the main harvest season last year,
and that for many traders who continued to operatéewer agents were collectinffom farmers. Thus,
decreases inncome are likely due to the reduced number of traders purchasing cocoa in the primary 2014
harvest seasorjespite02 O2 | Qa A y OtheBntein&ithal hitBetOS A

Status of Trader Businesses

Overview

Reflecting similar results to the household survegder surveys indicate thdiusinesses, and pettyadersin
particular,continue to experience depressed levels of business compared to April lastiyearever, some
businesses havetartedto recover potentiallymorein Kenemahan inWesternAreaUrban Despite reporting
drops in sales, most businesses continue to save mabgit through informal mechanism$jotably, these
results focus explicitly on active tradarsresults do not include traderwho have stopped working or who
switched their source of income.

The survey included a diverse set of trader businesses in Kenem@esigrn Area UrbanBasic food items
comprieeda larger portion of the sample in Kenenraflecting a difference in commercial activities between the

two areas.However, trader focus group participants in both distrigport that, while switching between types

of goods sold is common, thetesbeen a slight overall shift toward more sefieof food items during the past
year.Men were much more likely to have shops (they comprised 63% of shop operators in Kenema and 69% in
Western Area Urbayn while women comprised the majority of respondents operating market kiosks or tables
(92% in Kenem and 78% i'Western Area Urban The prevalence of females in the market kiosk and table

18 WFP Presentation to Food Security Cluster, 24 April 2015.
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demographic is indicative of the wider population of petty traders. Key informants and youth focus group
LI NOAOALI yia y20S GKIFi{ ¢ XYéyealsa dillcaNdouwod af bduseto® iicotkey LIS

Table5 Per centof Goods Sold by District

Goods Sold District

Kenema(Per Western Area Urban Grand Total

cent) (Per cenj (Per cenj

Luxury Goods 9 9 9
Services 1 4 3
Snacks 15 11 12
Basic Foodtems 56 38 45
General NoAFood Items 13 23 19
Electronics and Tojip 4 8 6
Other 3 7 5
Grand Total 100 100 100

Because baseline data was not available to make comparisons between sales levels between April 2014 and
April 2015, the survey included a number of questions aimed at estimating a general trend and magnitude of
change in business levels. In asking respondents to report changes in daily sales, number of customers per day
and volume of inventory purchased, surveyaasinesses gave generally consistent resporiEbs.table below

and graph showing change in frequency of inventory purchase indicate the comparative chdogetheless,

given the challenges associated with collecting this type of recall data, it istlikelchanges were overded

between this year and last. Othdata, such as borrowing and saving behaviand business decisiemaking

shouldbe considered in assessing the health of traders.

Table6 AveragePer centChange in Daily Number of Customers, Daily Sales, and Purchase of Inventory Units by Business Location and
Type

AveragePer centChange
in:

District/Business Type Number of Customers  Daily Sales (SLL Purchase of Inventory Units
Kenema -28 -27 -23
Market Kiosk -29 -33 -21
Permanent Shop -27 -17 -26
Western Area Urban -39 -48 -33
Market Kiosk -38 -50 -40
Permanent Shop -39 -44 -21
Grand Total -35 -41 -30
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For each variable above, respondents in West@nea Urban reported greaterper centige decreass as
compared to their counterparts in Kenema. Youth age2BBand 2635 reported slightly largeper centge
losses in sales, but there were greater differences by type of business (a good proxy foWkeaeyasked the
reason for decreases inventory purchase, the most cited reason in both distraotsl for all types of businesses
surveyedwas a decrease in customer purchaddswever, not all traders report declines in business over the
past year, and some increastteir sales.

Chart 5Rea®n for Decrease in Inventory Purchase
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Employment(including informal employmentlays a larger role in the WesteAreaUrban economy than in
Kenema, even for the same types of businesses. Shopdestern Area Urbarwere more likely to have
employees tlan those in Kenema (44% compared to 9¥adersin Western Area Urbawith full-time or part
time employees reporsimilar reductions in business to those without employe®@sly one wholesaler key
informant menioned reducing employee numberand only afew businesses with employees in the survey
reported reductions in fultime or parttime employment (11% ofull-time employers reporting reductions)
Interestingly, tradeswho have losbusiness may haverioritised keeping their staff

Business Constints

Across allbusinessednterviewed low consumer spending ieported as the single most importantfactor
currently limiting sales, followed by los$ business capitalmportantly, reduced customer spending could be
linked with both decreased incomand reduced spending due to the unpredictability of the future economy.
Limitationson business hourmsankedthird in mentions,although this wasnore commonin WesternAreaUrban
(18%) than Kenema (7%@nda moreprominentissue forthe subgroupsof havkersand market tables/kiosks
(35% and 13% compared to 8% respectivelyjo usually sell into the evenings

The higher mention of limited business hours by businesse®irfixed locations suggests that permanent
shops are either more likely to serve customers during the day, have a greater volume of business that is based
on known customers or that these locations are more easily opdrateer curfew hours because théave a
physical location from which to operate. This data is consistent with information from key informants who note
that some permanent shops have been able to retain business by selling to known customers after hours.
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Viewing the issue according to agad sexJimitations on hours ranked second in mentions foale youth age

18¢25 andfemalesin all age categoriem Western Area Urban

As compared to their less formal counterpart®&rmanent shops i'WesternArea Urbanwere more likely to
mention certain business costs as their biggest isswéh the high cost of transpodtion as thesecond most
cited problem (19%), followed by high inventory &t0%) The issue of increased pricesosein a few
interviews with traders and wholesalerandin all casesit was mentioned in relation to imported goodsey
informants explained the increases in inventory costs as a resulteveral factorsincludingborder closures
with Guinea fluctuations in theexchange rate and potential price hikes by importetso control the domestic
market for specific itemsWhile issues associated with cost iereported by permanent shops more than
market kiosks or &wvkers the survey data indicate thahese businesses are also more likely to keep records of

costs anditack their impact on profit.

Chart 6 Most Significant Problem Facing Business
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In addition tothe immediate trader businessconstraintsexacerbated by the crisighere are several more
systemic issues which prevent the developmentnoicro, small andmedium sized enterprise(MSME$.
Businesses such as petty trade can only grow at the rate that the larger economy grows. Opportunities to cut
costs or develop valuadded businesses are critical for economic growth and lay a foundation for growth in
consumption and income potential for petty traders. One key bart@these opportunitienoted ininterviews

with financial service providers and investors was access, cost and reliability of electricity. Almost 20% of
permanent shops interviewed in Kenemagpoet having no access to electricity, and for those with access, the
majority rely on expensive sources such as generators to run their businesses. In Wasizlirban more

than 80% of businesses have access to the national grid, but due to low iligtakticularly during the rainy
seasof and low overall outputthese businesses are also dependent on generatanich they either share or

own outright.)
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Chart 7 Electricity Source For Permanent Shops

100%
90%
80% m Generator (owned)
70% m Generator (shared)
60% m National Grid
50% m Solar
40% m Car or Other Battery
30% Other
isz 7 No Access to Electricity,
b
0% -
Kenema Western Urban Area

Business Trends and Goals

Despite the reportedbveralldrop in sales and customerspme traders report that their business is better off
than it was six months ago, at the peak of the cri&isoss both districts, 32%f tradersreport being better off

than duringthe same time last yeahut 50%report that their business is better off than it was months ago

Key informant interviews with wholesalers confirm these reports. Most wholesalers who report being worse off
than last year also indicadethat their bushess levels have improved, and if regulations on business operations
are lifted, they expect sales to recover in a matter of monBissinesses which report being better off than last
year give a variety of reasongagcludingdiscounted or low pricesadopting new measures to sourda-demand
goods when restrictions limited ease of access to new stock; offering credit to customeradapiihgselling
patterns to reach customers who reduced their movement to markets. One amimriesalerin Kenema noted

that his busineshad increased by 30%ecause he was now directlgling to five villages.

Chart 8Status of Business Compared to Six Months Ago

Western Urban Area m Significantly Worse

m Slightly Worse
Kenema m No Change
| Slightly Better

0% 20% 40% 60% 80% 100%  Significantly Better

In both Kenema andVestern Area Urbantradershave some degree of optimismbout the future.When
traderswere asked to priorie their business goals folne nex six months 36% listedrestoring business back
to its previous levelsas their primary focusHowever, when asked about one year from naestoring lost
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business was mentioned by just 19% of treddevith respondents instead shifting @&focuson growing their
business and increasing the types of items they sell.

Trader Credit, Savings and Borrowing

Sixtyone per centof traders in Kenema reported allowing customers to purchase on credit in 2048 as
compared to 38% in WestereaUrban. A smalper centage of traders reported stopping or starting to offer
credit to customers between April 2014 and April 2015. The most significant shift reported was in Wastern
Urban where 5% of traders repged starting to offer credit and 12% reported stopping sales on credit. The few
traders who started offering credit did so to attract customerstmtelp customersvho needed to purchase
supplies related to school f@penings'® For those who stopped s on credit, the primary reason given was a
lack of trust that customers would repaBusinesses offeringredit report that just 40% of customers paid on
time both last year and this year, biit is possible thatsome of the challenges with repayment may be
associated with April being a lean season mdfithkewise, there was no clear trend ihe data onthe
proportion of traders purchasing goods on creditisimportant to note that the hilk of credit sales beveen
wholesale and retatraders istaken and repaid in the same dayWesternAreaUrban (andwithin a few days

in Kenema), particularly for business operating in market kiosks or tables as compared to permanent shops.
However, as one market head in ¥fem Area Urban noted, some retail traders who take goods on credit are
now more likely to reduce the volumes they take on a daily basiscerned that they will ndbe able to repay
wholesalers.

In both districts (and both years), those operating inrmpanent locations and market kiosks reported
purchasing inventory on credit at higher rates than hawkers, with market kiosks taking the most credit of the
three groups. This data supports the theory that creminsactionswork best where there are estabhed
relationships between parties. If shop type is viewed as a proxy for business size, this data also supports the
hypothesis that smaller businesses (market kiosks) may be more dependent on informal credit to sustain
business capitakand that the smalest businesses (hawkers) may not have the connections required to access
credit, both intimes of crisiand out

Chart 9Inventory Purchased On Credit
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19 Schools in Sierra Leone were closed umtilApril2015 in an effort to control the spread ob&la.

20 Lean season refers to the time pgatoduct and prior to the next harvest cycle when households are likely to reduce consumption due
to reduced income and food stores.
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In contrast, larger businesses may have been among those more able to grow their businestraotd
customers as a result of having higher cash reserves (which allow them to take on more risks in thershort
as well). One large wholesaler of rice and other items in Kenema noted thegv@isuewas more than 30%
higher compared to the same tenlast year because he was offering small discounts on rice and offering
retailers credit.

Adding to the differences observed between larger and more formal businesses compared to smaller and more
informal businessescaess to loans is also limited fayuth (those most likely to work as hawkerghirty-seven

per centof respondents in Kenema borrowed money in the past year compared to 2¥¥éstern Area Urban

While there was little difference by sex, youth in both districts were less likely to h&ee & loan than their

elders (see graph below). All but one ygupersorwho borrowed money did so from a friend or relatieaw

levels of youth borrowing arenlikely to bea result of low demand most focus group participants expressad

desire to takeloans from formal or informal sources, but thought that they were unable to get loans because
GKSe RARYQU KI @S (KS vy StoOdsalt chdrasOvEFcyndng that youttOaey(iSO (i A 2 y
small portion of their lending popbecause they are less likely ieeet selection criteria including being able to
prove they have sufficient years of business experience. The different explanations given by focus group
participants and financial institutions are potentially indicative®o® dziickvdeQel of financial literacy and
knowledge of financial institutions.

Chart 10Borrowing Rates § Age
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While traders in WestersreaUrban report more significant drops in current business levels this year compared
to last year, borrowers in atern AreaUrban were more likely to take loans to expand their business compared
to their counterparts in Keneman Kenema, borroweraere more likely to take loans to pay school fees or
purchase food.Notabl, the question was asketh a way that cover@ the full yearprior, so it captures
businessesvho took loans before the economic crisis beg@ihese resultzould be a reflection of generally
higher borrowing rates in Kenenma higher poverty levels in Kenema, or the fact that the question covered th
full yearprior (including the period when Kenema was quarantiaed before the economic crisis began
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Chart 11Reason for Taking Loan
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While loans were primarily taken to expand business in both locations, 64% of respondents in \Western
Urban and 68% of respondents in Kenema who took loans reported not being able to repay on time, values
which correspond with the portfoliof risk rates reported by MFIs in the following section. In both districts,
when traders who did not take loans weasked why, women were most likely to reply that they were afraid
they wouldnot be able torepay the loan, while men reported that they didt need a loan.

Table7 Reason for Not Taking a Loan by Gender and Business Location

District/Reason Female Male (Per cen) Total (Per
(Percent) cent)
Kenema 10 6 9
' TN} AR ¢2dzZ RyQi o6S o 6 0 4
5ARY QG ySSR | f2ly 2 4 3
No loan available that met needs 0 2 1
No loan providers in my area 2 0 1
Western Area Urban 90 94 91
' FNFAR ¢g2dzZ Rpga®li 0S |0 35 27 32
| didn't meet the criteria to borrow money 2 0 1
5ARY Qi ySSR | t2Iy 34 48 39
No loan available that met needs 2 4 3
Loan provider wasn't giving out loans 1 2 1
No loan providers in my area 6 6 6
Other 6 4 5
Loanprovider temporarily closed 2 4 3
Grand Total 100 100 100
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reserve for purchasing capital and regenerating business. The chart below indicates the numgspoatients

who reported saving money in the past montBavingsates were higher in WesterAreaUrban compared to
Kenema, but this is largely due to low savings rates by permanent shops. Note that in order to fully capture
NI RSNE Q NI a SinglospitalOdnidmiératds weke indticiet! to probe into both formal and informal
sources of saving, and the data below reflects traders who report keeping money in a safe place for later use.
There was no clear gender differential in savings rates, buthyimuKenema reported being more likely to save
than adults(83% for 1825 year olds compared to 53% for tha3@ and olde). Savings rates were also nearly
identicalin the past yeabetween traders who took loans and those who diot. For respondents wi saved

less between April of 2015 arike previousyear, 85% iWestern Area Urbaand 78% in Kenema reported that

this was as a result of a decrease in incoffire second mostited reason was an increase in expenpges

Table 8Saving in the Past Montby District and Business Type

Business Type

District/Saved Past Market Kiosk(Per  Permanent Shop  Travelling Seller  Grand Total
Month cent) (Per cenj (Per cenj (Per cenj
Kenema 31 38 69 37
Western Area Urban 69 62 31 63
Grand Total 100 100 100 100

Agricultural Inputs

An important subset obusinessfor developingthe rural economy is agricultarinput sellers (seeds, fertiés,
etc.). Therefore the assessment team conducted key informhanterviews with input sellers of various sizes.
Input providersin Kenema report mixedhangesn their business operations and sales levels between this year
and last year MAFFS(Ministry of Agriculture, Forestry and Food Securiy)d ABC(Agriculture Business
Centre9) input providers report an increase Bales of seeds ancistomernumbers, while independent input
sellers (either in shops or in the markeBport a decrease icustomer numbers over the same time period.
Anecdotaly by product, key informants report thasales of fertilisrs and agrechemtals have suffered the most
(key informants notea drop between 60and 80%) tool salessuffered a slight reduction anseed sales have
either increased or decreased dependimgpn the seller and the type of seed soldhe input sellein particular
noted that hersales losses wemrue to the closure of periodic marketé/hile several traders note thausiness
from periodc markets has been somewhat replaced by business orpraondic market days and the increase
of market activity in other locations, thiinput seller stated that her total salef vegetable seed and fertiis
have decreased. In Ap#D14 she could sell up to 120 packets in one periodic market day, and her daily sales of
10 packets have not been able to compensate for this loss.

Howe\er, while theby-laws andeconomic crisis related to Ebola was generally cited by key informants as one of
the factors affecting sales, there were several others notaegut retailers noted an increase in the price of
fertilizer between this year and laganecdotally estimated between 2&nd 30%), and one input retailer also
expressed a sense that salekfertiliser would increase in May compared to April because of an expectation
that the rainsand plantingwould start later this yearOverall, these fidings are consistent with the household
survey data which indicates no clear change in planting rates (for which seeds are essential). However, with
decreased cashn-hand for householgl commercially active farmingouseholds may reduce their purchase of
inputs they consider noessential(such as fertilisr and chemicals for vegetable$). discussing the key factors
limiting input sales, the most significant factors mentioned were the high cost of certain inputs (such as
fertilizer), low purchasing poweor limited access to credit/capitad, lack offarmer knowledge of the usefulness

of these inputsand limited physical accedsecausdanput retailers canot reach rural areas)nterestingly, each
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of these factors is aystemicissue, and it will be imgtant for recovery efforts to consider opportunities to
support the longterm development of the agriculture input sector by address{ong continuing to address)

these constraints

Links to Youth Work and Income

Recent research completed by the WorldnBaand International Growth Centre indieat that as of February
2015 there wasa noticeable increase imnemployment and businessclosures for youth-run MSMEs
particularly in Western Are&Jrban While the survey data focuses heavily on the econdneicds related to

petty trade, it does not reflect impacts on those youth who have recently lost their employment or buaiass
result of the crisisTo fill this gap, the assessment team conducted a series of female and male youth focus
group discussias, primarily in WestermArea Urban. From this researcmo one clear source of economic
vulnerability apse instead,a series of compounding issues emergkdy observations include:

1 Youth are the most likely tachange their main sourcef income, bothin times of crisis andn times of
stability. In focus groupdiscussios, youth reported high levels ahovement between economic
activities over the past yedt.Loss ofthe main source of income was mentionéequently in focus
groups, often related to lusiness closures or slowdown during the economic crigis,movement
between variouseconomic activities is common for youtBixtytwo per centof traders age 18 25
reported being in business less thavo years, compared to 34% of traders age;26, and18% of adult

G§NJ RSNA o

& WS Y 6 dzé casualzénanyablabaur dadpNanomey, ywRsh yeRtioned several

times by maleyouth focus groupparticipant as their common source of incomEor youth engaged in
petty trade (both male and female), the mdstquently mentioned source aftart-up capital for trading

was friends or family members.

Chart 12l ength of Time in Current Business by Age
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for the daily income and the seeming independence it provides compared to other types of
employment. Petty trade can also serve as a stepping stone to large sdal&tra2 NJ ¢€0 dkayAR/ Srhia:
seeming potential for profitability maledt attractive. Some male focus group participants mentioned

the business of quickly buying and selling a range of goods opposed to one specific productas a

swift means to make a pfit that is widely accessible if an individual can get access togpacapital
Severalmale respondents, particularly casullbourersand taxibkadadrivers fhoseg K2 R2y Qi 2
their vehicles) listed petty trade as an activity they would like to engage in if they had access to capital

or loans.Many female focus group participants were likely to have their own busimessjustriessuch

as hairdressing or caterinput transitioned mto petty trade when they lost their businesses during the
economic crisisOthers engaged in some form of petty trade mentioned a desiralevelop a trade or

skill or find formal employment at a private comparycluding jobs as diverse as doing adntiatg/e

work, providing customer service or driving for foreign
businessesThis was consistent across both females afid A
males.In contrast many with trade skillslsowanted to

grow their income through petty trade.For youth

attending or planning to retun to secondary school o

university, office jobs ané&mployment in jobs of som

social prominence g(g, in government or law) were

consistently mentioned as primary goaldany of these

youth seeking formal education were also engaged {in J
petty trade to save money for school fe€Sonsequently,

in WesternAreaUrban,whether youth want to increase thefrading activities or make money to move
into other economic activitiespetty trade serves as the backbone of theconomy, and as a result,
incomefor many youthdepends on household consumption.

During tre crisis, the petty traders wh have fared worse are those with lower levels of capitahd
fewer resources to absorbhocks They are also finding it mordifficult to rebuild their businesss
following setbacks As seen in thénousehold and trader results, individual savingsa keysource of
youth business capitat have decreased significantly. This reatitgkes it more difficult foryouth to
sustain or grow their businessasa time of crisis

A wide variety of youth economic activitiesexperienced negaive shocks over the past year
Therefore,a number of factors have contributed to a decrease in inconyauth are highly engaged in
the service industry andh the sale of noAfood items. They are also likely to conduct business in the
evening. The mostfrequently cited economic activities mentieed in female youth focus groups, in
addition to petty trade, includedhairdressing, restauraniork or cateringand petty trade. Male youth
most frequently reported working as casual labourers, @kadadrivers, skilled tradesmen (mechanic
or mason), in entertainmerdndin the fishing sectorMany ofthese economic activities continue be
negatively impacted by theegulationsassociated with EbolaFurthemore, they could be slow to
rebound if househlds ecovering their income priorites spending on food item@vhichyouth are less
likely to sel). In trader surveys, 30% of youth ageg28 reported limitations on business hours as the
most significant problem facing their business (compared to D5%oth older youth and adults),
making this the second mosited problemafter a reduction in customersAs notedeatrlier, this
challenge may be related to youth selling from no fixed location, making it difficult to sell after curfew
hours.Male youth agel8¢25 also reported the greatest reduction in business hours between April 2014
and April 2015compared to other demographickl addition,fishermencite that wastage and drying of
fish hasincreased due to reduction in business hours and difficultiésging fish from sea to market
within the regulated hours of operation.

Finally, youth engaged in petty trade are more likely to Iseliry good itemssales ofwhich have been
slow to recover as the crisis diminish€ualitative rankings of businefisis year compared téast year

EconomidRecovery Assessment: Sierra LebnéERCY CORPS 23



indicate that with the exception of electronics and phone credittraded itemswhich youth survey
respondents were more likely to sell have been slow to recover after the crisis. This includes general
non-food items, luxuy goods such as cosmetics and sna8ledone Microfinance Trust also noted this
trend, stating that businesses selling nfmod items have failed to repay their loans at higher rates than
those selling food items.

Chart 13Business Performance Compared$ame Time Last Year
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1 Youth rely heavily orrelatives, savinggand opportunistic castor access to capitalThesesourcesare
vulnerable to shocks in crisi&outh focus group participantgho engage in petty tradenost frequently
listed friends, family and their own savings the informal sources of startup capital for their
businessesThisevidence aligns with the low borrowing rates and sources of loans reported in the
trader survey resultsThe drop in savirggobserved in the household and trader surveys have a potential
AYLI OG 2y @2dziKaQ | o0Af Béveral yoath alsy deStinied spofts garBhfing 8sy G S
a source of income, a type of investment vehicle or a means of accessing capitat taustaessOne
youth even listed playinlylercuryInternationallotto (alongside feeding his family) as a reason he could
no longer save money.

1 Youth do not access formal loans because of low finanttalacy levels lack of business experience
lack ofknowledge of financial institutions and productsand low social capitalSierra Leone Business
Forum, youth service providers (AFFORD and Call
Business) andMFls all note that low levels of(o \
financid literacy and business skills prevent you
from understanding or planning strategies t
increase their profits and grow their businesse
Youth frequently do nottonsider ways of adding
value or increasing their marginand they often
have a limitedunderstandng ofthe value ofrecord
keepingand profit calculationWith limited access
to networks for expanding this knowledge, youth
continue to operate unstable business#sat are
too risky for MFlIs to support.
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