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I. EXECUTIVE SUMMARY 

A. Introduction: The proposed Somalia Economic Rehabilitabion Sector Grant 
(SECOR) is a five year $60 million program that aims to reform GSDR public 
sector institutions over the long-term. To do this SECOR, will establish an 
agenda, whereby AID, other donors and the GSDR can set targets and implement 
an agreed upon public sector reform program. SECOR will provide technical 
assistance and training to the GSDR to assist in the reform effort SECOR 
proposes to utilize the Somali private sector to generate the local currency 
to fund the reform program. Approximately $25 million in commodities, 
machinery and equipment will be imported into Somalia for this purpose. If 
the reform program is implemented satisfactorily, these funds will be 
supplemented by up to $25 million in local currency generated bhrough an 
African Economic Policy Reform Program (AEPRP). AEPRP will be added as a 
supplement to AID'S annual ESF Program. SECOR also proposes to strengthen 
the private sector since this will be the sector which will generate 
employment opportunities and tax revenue for the GSDR. To do this SECOR 
will establish a Private Sector Development Fund comprised of The CLP as 
well as technical assistance and training to administer the commodity 
program and to provide technical assistance and training to the private 
sector. Priority areas will be in the agribusiness and infrastructure 
sectors. 

8. Summary Description. 

Somalia's enormous economic problems are virtually unmanageable until more 
disciplined spending and management practices can be introduced into the 
public sector. The importance of this point is underscored in the area of 
debt management; one of Somalia's most immediate and significant economic 
problems. The GSDR' s $1.9 billion outstanding debt is jeopardizing future 
external financing which, by some estimates, has been financing over one 
half of the government operations and provides critical foreign exchange to 
the private sector. Unless the public sector improves its debt management 
and monitoring operations, in a relatively short time, the harm to the 
economy will be crippling. Equally important, Somalia must re-examine the 
range, scope and priorities of its public sector activities with respect to 
what it can effectively finance. The GSDR posts large budget deficits every 
year and it is still failing to operate and maintain basic public sector 
services such as primary education. Poor performance in the public sector 
is also constraining private sector activity. The country's physical 
infrastructure, including roads, communication facilities, and the power 
station, is deteriorating due to a lack of recurrent budgeting and 
maintenance programs. Other public sector operations, which provide vital 
support to the private sector, such as banking, insurance, &hipping, and 
petroleum services, are undercapitalized and characterized by high fees and 
low quality services. There is a compelling need to encourage greater 
private sector investment and participation in the economy; to increase 
domestic financing for development activities; and, in some instances 
replace or supplement public sector investment and services. 

The GSDR is considering major public sector reforms aimed at rationalizing 
the GSDR budget, increasing tax revenues, restructuring the civil service, 
and expanding private sector investmenb and services in the economy. These 



reforms are fundamental for building Somalia's long term economic recovery 
plan. At the same time, the technical and financial requirements of 
undertaking these reforms are greaber than the GSDR's internal resources, 

SECOR is designed as the USAID input into a multi-donor effort to support 
the GSDR reform efforts. The SECOR central focus reflects USAID's principal 
interest In encouraging and assisting %he GSDR to consolidate and improve 
its budgeting system and establish an institutional structure for civil 
service reform. USAID also expects to be a participating donor with UNBP in 
implementing tax reforms and with GTZ for promoting privake sector 
development. While the focus of SECOR is public sector reform its 
implementation strategy will also contain a strong element of private sector 
development. In particular, Somalia's public sector will be encouraged to 
utilize more private sector services in its operations, and to encourage 
private investment in those sectors where it is determined to be appropriate. 

SECOR contrasts strongly with previous policy reform programs in Somalia. 
First, it provides a multi-year time frame to introduce and implement policy 
reforms. Second, the design of the program recognizes the interdependence 
of the different fiscal reforms. Third, it attempts a multi-donor approach 
to provide the technical and financial resources for supporting the broad 
range of GSDR reforms. This attempt at establishing a unified policy agenda 
with substantial resources to support it gives SECOR an excellent chance of 
success in focussing the GSDR's long berm reform efforts. Fourth, the local 
currency grant program adds leverage to the reform program, by making the 
disbursement of local currency contingent upon adequate GSDB implementation 
of the reform program. Further leverage is added through the provision of 
resources under an AEPRP, if the reform program is implemented 
satisfactorily. 

C. Program Description 

The purpose of SECOR is to implement GSDR policy reforms which will improve 
the efficiency and sustainability of public and private sector development 
efforts. SECOR will attempt to establish a long-term Policy Reform Agenda 
between AID, the GSDR, and donor community. Through action on this Agenda, 
SECOR will atbempt to achieve the following policy reform targets by the end 
of the Grant Program. First, the GSDR will be operating under a unified 
budgeting system that allocates and accounts for all receipts and 
expenditures. Second, Government revenues from taxes will be the equivalent 
of 8% of the Gross Domestic Product and will utilize a wider range of 
revenue sources. Third, the GSDR Civil Service will be restructured to be 
more effective and responsive and will be guided by a Civil Service 
Commission. Finally, improved incentives and opportunities will be in place 
for the private sector, leading to increased investment and contracting. 

SECOR has three components: a public sector reform component, a private 
sector component, and a local currency component. The public sector 
component supports: (1) the developmenk of an improved GSDR budgeting and 
accounting system; (2) modifications to the revenue system aimed at 
strengthening the base upon which the tax system is built and improving 
collections; ( 3 )  the establishment of a Civil Service Commission; and, ( 4 )  
introducing and testing improved budgeting, revenue systems, and personnel 
practices in key GSDR ministries. The private sector component over time 
becomes a mian source of financing khe increased costs of civil service 



reform and through expansion of job opportunities an alternative employer 
for ex-civil servants. The private sector component consists of a managed 
fund to assist small to medium sized firms engaged in or capable of 
expanding their operations to producing items for import substitution, 
exports, and provision of services for GSDR infraa~ruckure construction. 

The lasts component is the local currency one. Initially, local currency 
funding for civil service reform will be provided by generabions from the 
Mission's ESF program grants. However, as the managed fund for the private 
sector component moves forward it will also generate shillings which would 
be applied to civil service reform. All such local currency, whether ESF or 
SECOR generated will be placed in a special account to be released only upon 
satisfactory implementation of mutually agreed reforms related to 
improvement of the civil service. Civil service reform will have a large 
demand for such shillings because an urgent need to instill professionalism 
in the GSDR bureaucracy is raising salaries to a realisbic level in order to 
eliminate current practices used to supplement salaries. 

A technical assistance contract estimated to cost approximately $5 million 
will be employed to assist the GSDR implement public sector reforms and 
private sector development activities. The contract will provide policy 
analysis, financial sysbems and management, and isaxation specialist skill to 
support the GSDR's public sector reform activities and to develop and tesk 
applications for these reforms among GSDR ministries.' 

A second component will be the implementabion of a Private Sector 
Development Fund. this fund would be administered by a contractor familiar 
with business development and investment and would provide foreign exchange 
to private businesses in exchange for shillings, and perhaps in some cases 
on credit terms, to be used for importing necessary producbion inputs, raw 
materials and equipment, and for technical services. Businesses with 
existing or potential capacity to produce items which replace finished 
products currently being imported or add value to exports and to provide 
services to the governmenb for the construction or maintenance of 
infrastructure related to private sector development would qualify for using 
this facility. An additional responsibility of the fund management would be 
to carry out studies aimed at solving practical problems impeding private 
sector development, including changing current policies on use of government 
monopolies and parastatals which these do not make good economic sense. It 
is assumed given the agriculture base of Somalia's economy that a major 
focus on agribusiness although this would not be an exclusive focus. 

If the Reform Program proceeds in ap acceptable manner, AID expecks to 
supplement SECOR with funds from The African Economic Policy Reform 
Program. AID anticipates an annual $5 million AEPRP during khe life of the 
Sector Grant. 

SECOR can be funded principally khrough Development Assistance Funds; with 
AEPRP funds coming from Economic Support Funds. 

D. Program Design and Development 

Subject to the approval of this document in AID Washington USAID/Somalia 
will undertake a series of reviews to address the feasibility of the 
different aspecks of the program design. A schedule of design activibies, 
rpqollrrp r e u i l i r ~ m e n t @  and d r a f t  @cnne@ of work a r e  f n r l ~ ~ r l e c f  a c  Anney n. 



11. PROGRAM FACTORS 

A )  Conformity w i th  GSDR S t r a t e g y  and Resources 

1) An Economy i n  Crisis 

Somal faPs  economic problems are enormous. Its e x t e r n a l  deb t ,  e s t ima ted  a t  
$1.9 m i l l i o n ,  is t h e  e q u i v a l e n t  of over  one y e a r s  GDP. Annual deb t  s e r v i c e  
payments a lone  exceed t h e  t o t a l  va lue  of t h e  c o u n t r y ' s  e x p o r t s  by f i f t y  
percent .  Trade imbalances a r e  s t agge r ing ;  t h e  va lue  of impor t s  exceed t h a b  
of expor t s  by a  f o u r  t o  one margin. The Cen t r a l  Government budget is 
c o n t i n u a l l y  I n  bhe red ,  pos t i ng  l a r g e  d e f i c i t s  year  i n  and year  ou t .  This  i s  
i n  s p i k e  of t h e  f a c t  t h a t  over  h a l f  of t h e  domest ic  budget i s  f inanced  
d i r e c t l y  o r  i n d i r e c t l y  by e x t e r n a l  donors. These budget d e f i c i t s  a r e  
adve r se ly  a f f e c t i n g  economic performance by f u e l i n g  i n f l a t i o n ,  reducing 
f i n a n c e  f o r  s e r v i c i n g  t h e  GSDR deb t s ,  and p u t t i n g  a  brake on t h e  p r i v a t e  
s e c t o r  growth. More impor tan t ly ,  u n t i l  t h e s e  budget d e f i c i t s  can be 
c o n t r o l l e d  it is v i r b u a l l y  imposs ib le  t o  e f f e c b  a  long range p l a n  f o r  
Somal ia ' s  economic recovery. While t a x  c o l l e c t i o n s  have been improving, t h e  
t o t a l  t a x  revenues s t i l l  r e p r e s e n t  only s i x  pe rcen t  of t h e  GDP which is low 
by i n t e r n a t i o n a l  s tandards .  Oppor tun i t i e s  f o r  s i g n i f i c a n t l y  i n c r e a s i n g  
domestic f i n a n c e s  a r e  limited by t h e  a l r e a d y  high use of d u t i e s  and a  t a x  
s t r u c t u r e  which does n o t  a l l ow  f o r  much inc reased  r e l i a n c e  on income t axes .  
In  a d d i t i o n  t h e  "in%ormaPlyn c o l l e c t e d  t a x e s  makes t h e  t r u e  burden on t h e  
p r i v a t e  s e c t o r  r e l a t i v e l y  high wi th  r e s p e c t  t o  GDP, buk g ives  l i t t l e  revenue 
t o  t h e  government. Complicating t h e s e  problems, and e f f o r t s  t o  
c o n s t r u c t i v e l y  address  them, is a n  i n e f f i c i e n t  and demoralized c i v i l  s e r v i c e .  

The causes  of t h e  c u r r e n t  c r i s e s  a r e  roo ted  i n  Somal ia ' s  r e c e n t  h i s t o r y .  The  
deb t  problems, f o r  example, became cons iderab ly  worse because of Somal ia ' s  
war wi th  E th iop ia  i n  bhe Ogaden i n  t h e  1970's .  The simulbaneous i n f l u x  of 
re fugees  f l e e i n g  Ohe war, drought ,  and t h e  withdrawal of t h e  S o v i e t  Union 
exacerba ted  t h e  e x i s t i n g  problems. Somal ia ' s  e f f o r t s  t o  e x t r i c a t e  i t s e l f  
from a worsening s f t u a b i o n  have a l s o  been hampered by t h e  legacy of t h e i r  
experiment wi th  soc ia l i sm.  This  legacy  is c h a r a c t e r i z e d  by a  
d e t e r i o r a t i n g  p h y s i c a l  i n f r a s b r u c t u r e ,  a  p r i v a t e  s e c t o r  which is s t i l l  
recovering from t h e  d i smant l ing  of t h e  1970gs ,  and a p u b l i c  s e c t o r  which i s  
i n e f f e c t u a l  and f i n a n c i a l l y  bankrupt. The i n t e r n a t i o n a l  community, while  
well i n t e n t i o n e d ,  has  con t r ibu t ed  t o  Somal ia ' s  long term problem by 
cont inu ing  t o  provide  l oan  a s s i s t a n c e ,  i n s t e a d  of  g r a n t s ,  which has 
i nc reased  o v e r a l l  debt .  

Somal ia ' s  economic s i t u a t i o n  is  becoming ever  more uns t ab l e  a s  a  r e s u l t  of 
i t s  deb t  problems noted above. A t  t h e  end of 1986 t h e  GSDR was i n  a r r e a r s  
t o  i ts  cred i t io rs  t o  t h e  t une  of $172 m i l l i o n  a s  a  r e su lk  of f a i l u r e  t o  have 
a  P a r i s  Club deb t  reschedul ing  s e s s i o n ,  which has now become a y e a r l y  
neces s i t y .  The GSDR system f o r  paying i ts debk is g e n e r a l l y  t o  pay only 
t hose  deb t s  needed t o  keep o r  r e e s t a b l i s h  donor funding f lows and then only 
a t  t h e  l a s t  minute. They a r e  no t  a t  a l l  prepared f o r  t a c k l i n g  t h e  complex 
i s s u e s  of deb t  management. A t  t h e  same time t h e  l ack  of i n i t i a t i v e  on behalf  
of t h e  donors t o  reschedule  deb t  has  a l r eady  resu lked  I n  some donor programs 
being suspended. 



2) Proposed Corrective Actions 

The GSDR with khe IMF and the donor community have proposed a series of 
actions which are aimed at setting up an economic recovery plan. These 
actions include: 1) a reduction in the GSDR capital spending as outlined in 
the Public Investmenb Plan and a consolidation of funds for meeting 
recurrent expenses to maintain infrastructure.; 2) a plan for debt 
rescheduling; 3) the endorsement of an IMF agreement which sets limits on 
public sector spending and overall credit levels. The IMF Agreement permits 
a 22% increase in civil servants salaries, if funded from a decrease in 
other expendikures or an increase in taxes; and 4) a restructuring of the 
tax system and administration. 

SGrucbural adjustments endorsed in general by the GSDR, and still the 
subject of negotiation with the IBRD and other donors include: 1) reforms of 
the Ministry of Finance's budgetary system; 2) civil service reform; 3 )  
revenue reforms aimed at increasing the revenue base and collec%ion system; 
4 )  privatization and private sector development. 

3) GSDR Capacity To Undertake Corrective Actions 

The most imporbant factor affecizing the GSDR's capacity to undertake the 
actions which are required to turn its economy in the right direction is 
political supporb. The existing economic situation in Somalia, cannot be 
improved wibhout a deep political commitment to weabher the coming storms. 
Ilz appears that bhis commitment is malzerializing, although its authenticity 
has yet to face a serious tesb. In the pasb the GSDR has stayed the course 
on other reforms which it has said it would implement, namely the 
agricultural pricing and marketing reform and the establishment of a free 
market exchange rate system. Another factor, which heavily influences the 
GSDR's ability to carry oub the improved reforms, is the extent to which it 
is able to mobilize the international community to finance economic reforms 
and restructuring. The GSDR is in serious financial difficulty and Is 
unable to completely pay for any of the public sector reform programs which 
are needed. In addition, while there is a reservoir of talent among Somalis 
which can be expected to contribute to any reform and restructuring program, 
special technical skills related to budgeting, finance, and taxation will 
need bo be imported. The privabe sector has proved it resilience over the 
last several years and can be expected to provide a significant impetus to 
the reform effort if given Ghe opportunity. 

B. Relationships to the CDSS and other USAID Programs 
a 

1. Counhry Development Strategy Statement (CDSS) 

The Somalia Economic Rehabilibation and Reform Sector Grant received its 
impetus from Program Week discussions made during May 1986. As a result of 
the discussions, it was decided that USAID would explore performance based 
sector assistance possibilities for ESF or DA funding and for other donor 
programmming as an opbion Go traditional project assistance. (See 86 Stake 
205248 attached as Annex H.) While th mini-donor conference discussed at 
Program Week never materialized the decisions made at Program Week resulted 
in USAID developing a series of USG positions on a number of crucial macro 
policy items that need to be discussed with the donor communiby and the 



GSDR. The posiQions covered the areas of Somali budgeb rationalization, 
private sector support, foreign exchange auctions, food aid, civil service 
reform and the use of local currency. (See 86 Mogadishu 87281 attached as 
Annex B. 1 

The Somalia Economic Rehabilitation Project is directly supporbive of both 
short-term and long-berm objectives of USAID'S Country Development Sbrategy 
Sbatement. In the short-term our strategy is bo provide balance of paymenb 
support, reduce the public deficit and support promising areas for future 
growth. SECOR will provide extra dimensions bo exisbing AID programs, in 
support of these objectives, by supporbing programs to rationalize budget 
receipts and expenditures, and improve the performance of the Civil 
Service. Additionally, bhe provision of local currency grants from SECOR 
increases the leverage available for promobing oQher projects, 

The long-berm objective of the CDSS is bo build a base for productivity in a 
diversified and outward orienkated economy. Clearly, @he provision of 
commodities, technical assistance and training envisioned in implemenbing 
public sector reforms and developing business and agribus" zness 
opportunities, as well as basic road, water and communication systems are 
directly supporbive of bhis long-term goal. The utilization of the private 
sector will further support this goal. Finally, a Civil Service that is 
adequately brained and maintained will address many of the insbitutional 
problems constraining long term economic growth in Somalia. 

2. Relationship with Oizher USAID Projects 

The policy reform agenda of SECOR will directly support the ongoing USAID 
projects and programs. This is particularly relevant for the Civil Service 
reform activities which will have direct effect upon the timely 
implementation of all AID and donor communiky projects. 

SECOR will conbinue programs inikiabed under the Policy Initiatives and 
Privatization Project (649-0132). SECOR will replace PIP'S by undertaking 
many of the pathbreaking policy reform and private secbor activities 
originally undertaken through PIP'S. 

SOMTAD is probably the program most complementary to SECOR. SECOR will in 
many ways continue on from SOMTAD. Particularly as regards the continued 
organizational strengbhening of key developmental minisbries. Also SECOR 
will benefit from initial civil service reform work started under SOMTAD 
Finally, it is doubtful Dhab SOMTAD can be successful without an activity 
such as SECOR being implemented. The upgrading of GSDR staff will have 
litble effect unless bhe long and short-Germ braining programs are supported 
by a program of raising civil service salaries and civil service reform. 

SECOR will also compliment AID'S annual ESF Program. By addressing reform 
as a long-term issue, SECOR will provide &he inputs by which the annual 
program focussing on balance of payments and stabilization can be 
rationalized. 



F i n a l l y ,  SECOR compliments t h e  work done under t h e  Comprehensive Groundwater 
Development P r o j e c t  (649-0104) i n i t i a t i n g  p r i v a t e  s e c t o r  waber development 
a c t i v i t i e s ,  Some of  t h e  a c t i v i t i e s  suggested under SECOR rece ived  t h e i r  
o r i g i n a l  impetus from $he major s tudy  conducted by Louis Berger 
I n t e r n a t i o n a l  and funded under CGDP. The p r o j e c t  a l s o  funded a series of 
w e l l  d r i l l i n g  o p e r a t i o n s  implemented through t h e  p r i v a t e  s e c t o r .  

C. Assessment of Donor Support  f o r  The Program 

The s i z e  and complexiby of  t h e  reform program requ i r ed  under SECOR r e q u i r e s  
a mulbi-donor approach. A I D  exper ience  wi th  obher donors  i n  t h e  p a s t  has  
been one of p o s i t i v e  c o l l a b o r a t i o n  where p a r a l l e l  commibmenta a r e  involved. 
There is no reason  bo assume t h i s  t ype  of c o l l a b o r a t i o n  cannot  be cont inued  
under SECOR. Examples of s u c c e s s f u l  co l l abo rab ion  a r e  p a r t i c u l a r l y  e v i d e n t  
i n  kerms of t h e  j o i n t  development of t h e  Somalia Agr i cu l tu re  Sec to r  S t r a t e g y  
between A I D ,  The World Bank, GTZ, and t h e  United Nations. This  
co l l abo rab ion  l e d  t o  t h e  des ign  of bhe Shebbel i  Water Management P r o j e c t ,  
and Do t h e  p o s s i b l e  conbinuat ion of  r a i n f e d  agr icu l izura l  r e sea rch  by t h e  
World Bank a f t e r  A I D  suppor t  ends f o r  t h i s  r e sea rch  wi th  t h e  c o m p l e t i o ~  of 
The Bay Region A g r i c u l t u r a l  Development P r o j e c t  i n  FY88. Addi t iona l  
examples i n c l u d e  exce l l enb  c o l l a b o r a t i o n  among t h e  Consu l t a t i ve  Group 
concerning t h e  Bardere Dam and t h e  development of bhe Jubba Val ley,  and 
co l l abo rab ion  bebween A I D ,  ( th rough Improving The Ef f i c i ency  of Educabion 
Sysbems), The World Bank and UNICEF on bhe Education Sec tor .  

One a s p e c t  of SECOR t h a t  would sugges t  donor suppor t  is t h e  long-term 
s t r a t e g y  involved. U S A I D  does n o t  expect  t h e  donor community t o  g i v e  SECOR 
its i n i t i a l ,  unanimous supporb, bu t  over  time, a s  p rog re s s  is  made, we 
expec t  donors  bo become more supporbabive of t h e  Po l i cy  Reform Agenda 
proposed. SECOR w i l l  be A I D ' S  conbr ibu t ion  bo t h e  t o b a l  reform program. 
SECOR suppor t  would i nc lude  t e c h n i c a l  a s s i sbance ,  s t u d i e s  and b r a i n i n g  t o  
a s s i s t  t h e  GSDR i n  reaching  r a t i o n a l  d e c i s i o n s  and i n  implementing t h e s e  
dec i s ions .  Foremost, however, SECOR w i l l  propose t o  provide  a d e f i n i t e  
p e r i o d i c  forum where khe reform agenda can be d i s cus sed  and t h e  GSDR's 
p rog re s s  i n  ach iev ing  t h i s  agenda measured. I f  adequate  p rog re s s  i s  made i n  
t h e  reform program, SECOR w i l l  p rov ide  add ib iona l  AEPRP funds  t o  supplement 
t h e  development a s s i s t a n c e  funds provided under t h e  P r i v a t e  Sec to r  
Developmenk Fund. USAID expec t s  t o  develop t h e  mechanism f o r  implementing 
t h i s  Agenda wi th  o t h e r  donors and khe GSDR dur ing  f i n a l  des ign  of SECOR, and 
f inekune t h e  mechanism dur ing  implementation. 

111. PERCEIVED PROBLEMS 

A. Overview of  Reform Program 

Somal ia ' s  c r i k i c a l  economic problems and development c o n s t r a i n t s  have been 
h igh l igh t ed  by khe GSDR and supporbing donor agenc ies ,  i nc lud ing  U S A I D ,  i n  
g r e a t  d e t a i l .  During r e c e n t  y e a r s  a myriad of p o l i c y  and i n s t i t u t i o n a l  
i s s u e s  have been i d e n t i f i e d  a s  t h e  p r i n c i p a l  impediments t o  economic 
development i n  Somalia. 



The d i v e r s i t y  and complexity of t h e s e  i s s u e s ,  ranging from c i v i l  s e r v i c e  
reform ho p r i v a t e  banking, makes i b  d i f f i c u l t  t o  v i s u a l i z e  t h e  o r i g i n s  of 
t h e s e  problems and how tihey a r e  r e l a t e d .  This  is a conceptua l  problem which 
a c t s  a s  t h e  f i r s t  hu rd l e  bo in ik i a t i i ng  c o r r e c t i v e  a c t i o n ,  A s imple  analogy 
may he lp  c l a r i f y  f o r  bhe r eade r  t h e  connec t ions  between t h e  va r ious  
development i s s u e s  which are desc r ibed  i n  t h i s  paper ,  Suppose a Mogadishu 
t a x i  c a b  d r i v e r  b r i n g s  h i s  car inbo  your garage and t e l l s  you h i s  c a r  i s n ' t  
running very w e l l .  H e  h i g h l i g h t s  i ts  problems Qo you; it doesn ' t  have much 
power, it s t a r t s  hard, once o r  twice it has  s topped co ld  and, t h e  funny 
n o i s e s  under t h e  hood make him uncomfortable about  depending t o o  much on 
t h i s  t a x i  t o  e a r n  h i s  f u t u r e  l i ve l i hood .  After t a k i n g  an i n i t i a l  look a t  
khe c a r  your s u s p i c i o n s  a r e  confirmed. The t a x i  needs major r e p a i r s  and 
j u s t  a s  importanbly,  a r e g u l a r  maintenance program. 

You have found t h a t  +she carburehor ,  which is r e s p o n s i b l e  f o r  mixing t h e  
c o r r e c t  amounts of f u e l  and a i r ,  is f a u l t y .  Tracing t h e  source  of t h e  
problem, it is a l s o  qui te  ev iden t  t h a t  t h e  f u e l  l i n e  is l eak ing  and t h e  f u e l  
pump needs a complete overhaul .  By t h e  time you reach  t h e  f e a r  of t h e  kaxi  
more problems have cropped up; t h e  f u e l  t ank  i s  n e a r l y  empty and is much t o o  
sma l l  f o r  long t r i p s .  I n  o rde r  t o  g e t  t h e  t a x i  back on t h e  road and ea rn ing  
money aga in ,  you a d v i s e  t h e  cab  d r i v e r  t h a t ,  be fo re  anyth ing  else, he needs 
t o  keep more f u e l  i n  t h e  tank ,  and i f  he is s e r i o u s  abouQ long h r ips  o u t s i d e  
of bown izhe tank  c a p a c i t y  should be increased .  I f  he would be w i l l i n g  t o  
pay t h e  c o s t  of r e p a i r s  you could overhaul  t h e  f u e l  pump, r e p a i r  khe f u e l  
l i n e ,  and r e b u i l d  t h e  ca rbu re to r .  I t  would be up t o  him, a l l  t h e  r e p a i r s  
musk be undertaken f o r  t h e  t a x i  t o  be roadworthy and dependable. 

One could very we l l  imagine t h a t  Somalia 's  development p rospec t s  a r e  s i m i l a r  
t o  t h e  Mogadishu t a x i ,  economic performance has  been weak, t h e  i n d u s t r i a l  
s e c t o r  has  been ope ra t i ng  a t  on ly  30-40% capaciby. New economic a c t i v i k i e s  
a r e  e q u a l l y  hard t o  s t a r t ,  and f o r e i g n  currency sho r t ages  and/or s p a r e  p a r t s  
problems have broughb t h e  economy t o  a slow crawl on more t h e  one occasion.  
There a r e  a number of garages  and mechanics i n  town, USASD being one of t h e  
l a r g e s t .  Fukhermore, bhare is a growing consensus among khe  mechanics t h a t  
i n  o rde r  t o  geb t h e  "development" t a x i  back on hhe road fou r  major 
repa i r / re form a c t i o n s  have t o  be undertaken s imul taneous ly :  budget 
r a t i o n a l i z a t i o n ;  c i v i l  s e r v i c e  reform, t a x  reform and a d m i n i s t r a t i o n ;  and, 
p r i v a t e  s e c t o r  development. Budget r a t i o n a l i z a t i o n ,  which r e f e r s  t o  hhe use 
of budgeting p r i n c i p l e s  t o  b e t t e r  p l an  and c o n t r o l  t h e  use of p u b l i c  
expendikure and c i v i l  s e r v i c e  reforms a r e  analogous t o  t h e  f a u l t y  c a r b u r e t o r  
i n  khe t a x i .  Currenkly, p u b l i c  expendi ture  is c h a r a c t e r i z e d  by too  l i t t l e  
f i n a n c i a l  f u e l  and t o o  many c i v i l  s e r v a n t s  who l i k e  t h e  a i r  i n  t h e  Mogadishu 
t a x i  carburehor  a r e  n o t  p roduct ive  without  t h e  f u e l  of f inanc ing .  Regular 
maintenance and i n t e r m i t t e n t  overhauls  a r e  r equ i r ed  t o  keep t h e  budget and 
c i v i l  s e r v i c e  ope ra t i ng  smoothly. The t a x  reforms a r e  aimed a t  r ep l ac ing  t h e  
e x i s t i n g  f u e l  pump wi th  a more e f f i c i e n t  model. By i n c r e a s i n g  t h e  GSDR 
revenues Somalia 's  development a c k i v i t i e s  can e v e n t u a l l y  be domes t i ca l l y  
f inanced  and maintained. Leaks i n  t h e  f u e l  l i n e  r ep re sen t  poor c o l l e c t i o n  
and/or account ing procedures  which permit  l e g i t i m a t e  revenues bo escape from 
se rv ing  t h e  purpose f o r  which they  were c o l l e c t e d .  F i n a l l y ,  t h e  product ive  
s e c t o r  of t h e  economy, l a r g e l y  under p r i v a t e  c o n t r o l ,  symbolize t h e  f u e l  
tank of t h e  "development" t a x i .  Like t h e  Mogadishu cab  d r i v e r  t h e  GSDR has 
no t  kept  enough f u e l  i n  t h e  tank by nob co l l eck ing  t axes  adequate ly ,  under 



utilizing key sectors of this economy and by failing to create an 
environment conducive for expanded private sector actiivibies. In summaryp 
Somalia's economy, like the Mogadishu taxi, can be repaired if there is a 
willingness on bhe park of the owners to pay tihe cosks. Its only natural to 
expect that the GSDR will look to cut corners, postpone repairs, and look 
for a buy now - pay later arrangemenb. Likewise, the garage owners and 
mechanics will be hesitant about providing credib. It is clear, however, to 
all parties that the repairs must be made while spare parts are available or 
run the risk of letting the vehicle sit idle for a long time. 

Be Environment for Policy Reform 

Based upon the economic conditions highlighted above, a series of policy 
reforms aimed at economic recovery and stabilization have been under 
discussion bekween the GSDR and its financing partners. These reforms 
include revenue reform and administrafion, budget rationalization, civil 
service reform, and privafe sector development. It should be pointed out 
from the start, thab the GSDR has not made any firm commibments on these 
issues, and there are at present no formal agenda for seeking multi-donor 
commitments and cooperation. There is, however, sufficient informabion to 
consider how such an agenda should be developed and the priority areas for 
USAID interesk. A brief explanation of the circumstances surrounding each 
reform and description of its presenb status is provided below. 

1) Revenue Reform and ~dministration 

Given the central role domeskic financing will play in the overall policy 
reform process it is appropriate to begin with a descripkion of the 
performance of bhe GSDR revenue system and the proposals for modifying ik. 
Although revenues have been rising in monetary terms, they steadily declined 
in real kerms and as a percent of GDP between 1983 and 1985. This decline 
in revenue was caused primarily by a poorly designed tax system and an 
inefficient administration of tihe collection process. With the 
encouragement of the IMF Agreement, the GSDR was able to nearly double tax 
revenue in 1985 and 1986. The key elements of tihis effort were: 1) a 
currency devaluation and an increase in the exchange rake for calculating 
import duties; 2 )  an increase in the coverage and administration of excise 
taxes, and, 3) improving tax administration. A significant change in the 
tax skructure was introduced when the GSDR switched from specific rates for 
valuing imports to ad valorem rates which made the structure less 
inelastic. However, in the application of khe new system add valorem rates 
have not really been used. In practice cusboms officials use a set kable of 
values to avoid under invoicing, and the values in khe table have been set 
sufficiently high that khe table value, rather than the ackual invoice 
value, is used. Thus tax rates reflect more fixed rates than ad valorem 
rates. 

Despite the recenk improvements in the revenue system, revenues in 1986 are 
estimated to represent only 6% of GDP as compared to about 10% in 1982 and 
1983. Initial estimates suggests that the ratio between domestically 
generaked revenue and the GDP will need to be increased to 8% just to cover 
the increased cost of the proposed civil service salaries. Reforms ko the 
GSDR revenue system require a change from using essentially income inelastic 



taxes, suck as the import duties with specific rates menkioned above, to 
more elastic tax rates which increase with inflation and growth of GDP such 
as income taxes. It should be pointed ouh khat a quick switch ko income 
taxes may not resulb in a quick increase in revenues since a number of 
administrative problems would have to be worked out. Based upon hhe 
measures which have been adopted in the last three years, it appears khak 
the GSDR is serious about wanting to maximize revenues, Likewise, the IMP 
continues to pub pressure on the GSDR to increase iks revenues under the 
GSDR/IMF Agreements. However, bhe narrow fiax base in Somalia, combined with 
the growing zeal of Ohe GSDR and bhe IMF to increase revenues, raise the 
possibilihy thab indiscriminate tax increases will occur, sending the wrong 
signals to Dhe producbive sectors of the economy and adversely affecting 
Somalia's long term developmenh prospecbs. While AID fully supports tihe 
general measures which are required to implement the GSDR revenue reforms 
the focus of its interest is in increasing the GSDR analytical and 
enforcement capacity to implement tsax reform in ways that are consistent 
with iks development objeckives. 

2 )  Budget Rationalization 

The purpose of budget rationalization is to mobilize and allocate, in the 
most efficient manner the financial resources needed to realize the broad 
socio-economic goals and objectives of the country. Budget rationalizakion 
depends upon the establishment of sound accounting and budgeking techniques 
and their application to planning and control in the public sector. 

The existing GSDR budgeking framework consists of two separate instrumenks: 
the Ordinary Budget(0B) and bhe Domestic Development Budget (DDB). The 
Ordinary Budget corresponds to khe official operating budget. The DDB 
represents the GSDR fiscal contribution to developmenk projects which, in 
addition bo the direct investment by donor agencies, is formally identified 
in the planning document known as the Public Investment Program (PIP). The 
PIP is financed almosk entirely by local shillings generaked from 
non-projecb assiskance programs of external donors. 

The basis for focusing attention in bhe area of budgeting stems from three 
concerns. First, the currenk budgeting system is inefficient and does not 
fulfill its main purpose of mobilizing and allocating scarce resources in 
accordance with overall national goals. In the absence of an accounting 
framework, there is no clear distinction between operating (recurrent) costs 
and development (capital) expendikure. This, in burn, has allowed the GSDR 
to shift khe burden of iks recurrenb costs ko donor financed development 
programs. 

Secondly, the budget allocations under the existing syskem are inequikable. 
The PIP budget is incomplete, not all projecbs are listed and those that are 
have no consistent sense of priorities. Ministries providing economic and 
social services receive only minimal funding from the domestically financed 
Ordinary Budget. Some are able to tap counterpart funds in the DDB (e.g. 
the Ministry of Agriculkure). Others, unable to capitalize kheir operating 
costs wibhin development projects (e.g. the Miniskry of Education), have 
suffered a dramatic reduction in services. 



Third ly ,  t h e  GSDR's economic and s o c i a l  programs a r e  a lmos t  e x c l u s i v e l y  
f inanced  from donor ' s  development programs. Donor g r a n t s  and l o a n s  as a 
sha re  of t o t a l  revenue have inc reased  from 21% i n  1983 t o  60% i n  1986. 
Grants  i n  1986 were almask a s  l a r g e  a s  t h e  Ordinary Budget. This  dependence 
r ende r s  khe GSDR very  vu lnerab le .  Nob only  is  t h e  count ry  dependent on 
donors f o r  f o r e i g n  exchange, it is a l s o  dependent f o r  funding domeskic 
expendikures.  The s ikuakion  may be worse t han  it appears ,  s i n c e  n o t  a l l  
donor-generabed l o c a l  cur rency  o r  okher a i d  appears  i n  t h e  budget. I n  
a d d i t i o n ,  on ly  t h e  U.S. l o c a l  cur rency  is programmed, Thus t h e  remainder 
forms a l a r g e r  pool  of funds a l lowing  t h e  GSDR t o  i n c r e a s e  expend i tu re s  and 
commikments f o r  t h e  f u t u r e  wi thout  any need f o r  sound budgeking. 

From a long-term development standpointi ,  bhe e x i s k i n g  budgetary s i k u a t i o n  is 
untenable.  A t  p r e s e n t ,  t h e  GSDR has no p l a n  f o r  suska in ing  development 
p r o j e c t s  from domest ic  f i n a n c i n g  l e t  a lone  f o r  evenkual ly  funding f u t u r e  
investment  c o s t s .  The s o l u t i o n  t o  t h i s  problem , whi le  no t  ea sy  t o  ach ieve ,  
musk be based upon a r ecogn i t i on  of  t h e  dangers  of dependence on 
donor-generaked l o c a l  cur rency  and upon t h e  need f o r  r e a l i s t i c a l l y  
e s t i m a t i n g  a l l  t h e  s h o r t ,  medium, and long-term p u b l i c  s e c t o r  f i n a n c i a l  
r e s p o n s i b i l i t '  . L ~ s .  

The GSDR musk bake immediate s t e p s  t o  r eo rgan ize  i t s  budgeking sysbem s o  
kha t  it s e r v e s  its proper  func t ion :  a l l o c a t i n g  s c a r c e  r e sou rces  t o  meet 
r e c u r r e n t  cosbs ,  deb t  repayment, c a p i t a l  investment  and g e n e r a l  development 
requirements .  This  i nc ludes  e s t a b l i s h i n g  a p l a n  f o r  e v e n t u a l l y  f i nanc ing  . 
bhese c o s t s  from domeskic resources .  A c e n t r a l  f e a t u r e  of such a system 
would be budget ing and account ing  procedures  which c o n t r o l  GSDR revenues and 
donor c o u n t e r p a r t  funds. There appears  t o  be g e n e r a l  consensus among t h e  
IMF, World Bank, and USAID on k h i s  approach. 

For t h e  l a s t  s e v e r a l  y e a r s  USAID has  been working wi th  t h e  Min i s t ry  of 
Finance on t h e  porbion of t h e  DDB which is funded from USAID genera ted  l o c a l  
currency,  Considerable  p rog re s s  has  been made i n  e s t a b l i s h i n g  s t anda rd i zed  
procedures.  S ince  t h e  l a r g e s t  s h a r e  of c o u n t e r p a r t  funds inc luded  i n  t h e  
DDB a r e  genera ted  by USAID programs it would appear  l o g i c a l  hha t  A I D  
con t inue  ko work i n  t h i s  a r ea .  While t h e  commitment of t h e  GSDR t o  
e a r n e s t l y  under take  meaningful budgetary reforms is  s t i l l  s o l i d i f y i n g ,  t h e  
l a r g e  s h a r e  of t h e  budgek d i r e c k l y  a k t r i b u t a b l e  t o  donor r e sou rces  o f f e r s  
cons ide rab l e  l eve rage  t o  donors bo p o i n t  ouk t h e  benefi t is  of such reforms. 

3 )  C i v i l  Se rv i ce  Reform 

Somal ia ' s  Cen t r a l  Government c i v i l  s e r v i c e  employs an es t imated  45 ,000  
persons.  Unless t h e s e  employees work f o r  a Miniskry thati is a b l e  t o  b e n e f i t  
from donor programs they  a r e  d r a s t i c a l l y  underpaid;  a f a c t  t h a t  s e r v e s  a s  a 
d i s i n c e n t i v e  t o  anyone cons ide r ing  a p u b l i c  s e c t o r  p o s i t i o n ,  and a gene ra l  
cause  f o r  t h e  poor p r o d u c t i v i t y  and ou tpu t  of t hose  who do. During r e c e n t  
y e a r s  t h i s  problem has become more acu te .  In  1984, s e r i o u s  budgek 
c o n s t r a i n t s  fo rced  t h e  GSDR ko d i scon t inue  i t s  p o l i c y  of h i r i n g  a l l  h igh  
school  gradua tes .  Furthermore, a s  p a r t  of its IMF Standby Agreements t h e  
GSDR has  nob r a i s e d  c i v i l  s e r v a n t s  s a l a r i e s  s i n c e  1981 a l though a koken 
i n c r e a s e  of  20% is  planned under k h i s  y e a r ' s  IMF Agreement. The IMF i s  



w i l l i n g  t o  cons ider  any a d d i t i o n a l  i n c r e a s e s  which can be funded from 
inc reased  revenues o r  decreased expendi tures .  This  l a t t e r  a c t i o n  has  
r e s u l t e d  i n  a s i t u a b i o n  where, on average,  c i v i l  s e r v a n t  s a l a r i e s  a r e  on ly  
20% of what t hey  were i n  1982, and only  a f r a c t i o n  of what is needed f o r  
subs i s t ence ,  The combined e f f e c t  ~f t h e s e  a c t i o n s  i s  izhab c i v i l  se rvanks  
can only  s u r v i v e  by having second jobs o r  by supplementing t h e i r  incomes 
from sou rces  o t h e r  t han  khe s a l a r y  component of t h e  Ordinary Budgek, 

The c o n d i t i o n s  of t h e  Somali C i v i l  Se rv i ce  was t h e  s u b j e c t  of a s p e c i a l  
skudy funded by A I D  i n  1984. The f i n d i n g s  of t h i s  s t udy  have provided t h e  
foundabions f o r  c u r r e n t  GSDR pol icy .  S p e c i f i c a l l y ,  t h e  C i v i l  Se rv i ce  Study 
recommended: 1) bhe eskablishmenb of a C i v i l  S e r v i c e  Commission t o  provide  
p o l i c y  guidance on a l l  a s p e c t s  of  c i v i l  s e r v i c e  employment; 2 )  t h e  
esizablishmenb of a u n i t  w i th in  t h e  Minisbry i f  Labour and Sporks (MLS) ko 
provide  in format ion  and adv ice  on c i v i l  s e r v i c e  a d m i n i s t r a t i o n  and 
procedures  t o  implemenf t h e  f i n d i n g s  of khe Commission; 3 )  a r e s t r u c t u r i n g  
of t h e  C i v i l  Se rv i ce ;  4 )  a reduckion i n  t h e  t o t a l  number of p u b l i c  
employees; 5) subsequenb ko t h i s  reduc t ion ,  an i n c r e a s e  of about  400% i n  
workforce s a l a r i e s ;  6) es t ab l i shmen t  of a managemenk b ra in ing  program; 7 )  
shandardized wage s c a l e s  among donors;  and 8 )  t e c h n i c a l  and f i n a n c i a l  
a s s i s t a n c e  from donors. A colloquium concerning c i v i l  s e r v i c e  reform was 
sponsored by t h e  GSDR and t h e  Somali Revolut ionary S o c i a l i s t  Pa r ty  i n  1984. 
This  event  inc luded  t h e  p a r t i c i p a t i o n  of s e n i o r  c i v i l  s e r v a n t s ,  p a r t y  
o f f i c i a l s ,  p r i v a t e  s e c t o r  r ep re senka t ives ,  and c a b i n e t  m i n i s t e r s  who used 
t h e  r e p o r t  a s  an  agenda f o r  recommending a c t i o n  t o  a s p e c i f i e d  d r a f t i n g  
commitbee. The colloquium ob ta ined  high v i s i b i l i t y ;  it was held i n  
Par l iament  Chambers, opened by t h e  second V i c e  P re s iden t ,  and c lo sed  by t h e  
Pres ident .  The f i n a l  recommendation of t h e  colloquium c l o s e l y  p a r a l l e l e d  
t hose  of t h e  C i v i l  Se rv i ce  Sbudy. 

I n  e a r l y  1985 t h e  GSDR i n i t i a t e d  a c t i o n  on one a s p e c t  of khe proposed c i v i l  
s e r v i c e  reform program. The GSDR berminabed n e a r l y  5,000 c i v i l  s e r v a n t s  
e i t h e r  through rebiremenb o r  r educ t ion  i n  fo rce .  A s  an i n c e n t i v e ,  t h e  GSDR 
o f f e r e d  i n d i v i d u a l s  e i t h e r  a boab and f i s h i n g  n e t  o r  one h e c t a r e  of 
i r r i g a k e d  land  t o  l eave  government s e rv i ce .  S ince  t h a t  time, khe GSDR has 
n o t  a c t i v e l y  pursued t h e  o t h e r  a r e a s  of t h e  reform program. 

The donor community, e a r l y  on, e s t a b l i s h e d  a sub-committee t o  coo rd ina t e  
wi th  t h e  GSDR on its c i v i l  s e r v i c e  reform program. This group is c h a i r e d  by 
U S A I D ,  and inc luded  t h e  IBRD, IMF, FRG, I ka ly ,  and UNDP. In 1985 khe 
sub-commiftee submikted a p o s i t i o n  paper t o  khe GSDR ouk l in ing  a j o i n t  donor 
proposa l  f o r  p rovid ing  kechnica l  and f i n a n c i a l  a s s i skance  t o  he lp  t h e  GSDR 
implemenh i ts program. This  p o s i t i o n  paper has been accepted by t h e  GSDR. 
I n  addikion,  t h e  GSDR agreed t o  appoink an i n t e r m i n i s t e r i a l  commiktee from 
bhe M i n i s t r i e s  of Finance, Revenue, Foreign A f f a i r s ,  Planning and Labor, t o  
meek with khe donor ' s  sub-committee t o  d i s c u s s  more s p e c i f i c a l l y  t h e  i s s u e s  
involved,  and khe types  of a s s i s t a n c e  t h e  donors mighf provide.  More 
r e c e n t l y ,  t h e  IMF has  concurred i n  an i n c r e a s e  i n  c i v i l  s e r v i c e  s a l a r i e s  f o r  
1987. 

The kokal i nc rease ,  i nc lud ing  f r i n g e  b e n e f i t s ,  is approximately 20 t o  25%. 
While r a i s i n g  c i v i l  s e r v a n t  s a l a r i e s  is a c r u c i a l  s t e p  i n  t h e  process  of 
improving khe performance of t h e  p u b l i c  s e c t o r ,  without  a corresponding se t  



of budget reforms which provide the necessary domestic financing these 
salary increases will be short lived. USAID has a strong and longstanding 
interest in Somalia's Civil Service Reform based upon our past investments 
and the recognition that there can be no significant improvement in the 
public sector without a restructuring of the civil service. However, there 
are obvious preconditions to AID providing any financial or technical 
assistance. These include: the establishment of a Civil Service Commission, 
a plan for reducing the numbers of civil servants, and the establishment of 
a special unit in the Ministry of Labor and Sports. 

4 )  Private Sector Development .. . - 

The private sector has several roles to play in relation to civil service 
reform. One is to become a more cost efficient source of services for 
construction and maintenance of public infrastructure. Another is to 

" produce more revenue as an expanded tax base to relieve the Government's 
current over dependence on donor generated local currency. The private 
sector a10 needs to expand to provide more employment opportunities so that 
the civil service does not continue to be the main employer. This will offer 
alternatives to redundant civil servants as well as give new entrants into 
the job market greater choice. The increased reliance upon the private 
sector for services can be realized more quickly than the other roles, but 
while they are longer term in nature, these roles must begin to be developed 
now. 

The private sector should be encouraged to fill the vacuum created by a more 
streamlined public sector by participating more in the development process 
through increased investment and contracting with the public sector. 
Finally it is unrealistic to expect the GSDR to substantially reduce its 
workforce if there are no opportunities in the private sector where they can 
be expected to earn a living. While this in no way is meant to imply that 
the GSDR is responsible for finding its redundant employees alternative 
employment, it does, however, highlight the advantages of the carrot over 
the stick and how much easier it would be to implement the civil service 
reforms if some employment could be generated in the private sector. 

The objective of USAID's efforts to develop the private sector is clear: to 
promote increased participation of the private sector in the economy as a 
source of new investment and self sustaining growth. To achieve this 
objective USAID has set two goals. First, USAID will seek to promote a 
policy environment conducive to long term self sustaining growth. It will 
continue to strongly encourage those government policies that do not distort 
prices or stifle incentives. In short, AID will seek to promote policies 
which allow private markets to operate more freely and eliminate those 
policies that prohibit private sector involvement. Secondly, USAID will 
seek to help overcome the constraints to growth that are epidemic to 
Somalia's current economic status, including small domestic markets, 
inadequacies of local inputs, lack of managerial and entrepreneurial skills, 
shortages of investment finance and a rudimentary financial system. 



PV. PROGRAM PROPOSAL 

A. USAID Design Considerations 

The underlying aim of the SECOR design is to promote economic growth through 
a complementary program which facilitates public sector reform and promotes 
private sector development. The backdrop against which this proposal is 
drawn is described below. 

The GSDR Public Sector Reform Agenda is a very broad and ambitious 
undertaking. Its success depends upon GSDR commitment and support, and 
multi-donor cooperation and financing. USAID, through the design of this 
project is staking out those areas which we feel are appropriate and 
amenable to our assistance program. Clearly, in the areas of civil service 
reform and the budget reforms USAID has already invested considerable 
resources and acquired experience whish have significant value for future 
reform programs. In other areas, other donors may be more appropriately 
placed. For instance, UNDP is giving considerable resources to The Ministry 
of Revenue in tax administration for the next two years. (A copy of the 
terms of reference for this assistance is contained in Annex GI. However, 
due to the sizable domestic financing requirement of each of the individual 
reforms AID, as the largest single source sf local currency, will be called 
upon to program its counterpart to support those reforms lead by others. 

USAID would like to see the private sector get the bulk of SECOR's foreign 
exchange resources because we believe they are vital to keeping the private 
sector sufficiently healthy to carry the burden of reformed public sector. 
In this regard it should be possible to exchange dollars for shillings in 
SomaPials private sector and subsequently use the local currency to finance 
public sector reforms. Where possible USAID would like the foreign exchanqe 
financing available under our program to be utilized by the private sector 
for medium term capital investments, which for a number of reasons have not 
previously been attractive to the business community. 

At the same time, the re-examination of what the public sector can or cannot 
afford offers an excellent opportunity to expand private sector 
participation in the economy utilizing both efficiency and expediency 
justifications. 

SECOR proposes to do more than utilize the private sector to fund public 
sector reform programs. If this was the only rationale a Cash Sales Auction 
would be a very suitable vehicle for generating shillings. USAID feels the 
climate is correct for utilizing SECOR resources to demonstrate to the GSDR 
the importance of using the private sector for achieving a series of 
development goals. Among these are employment generation, import 
substitution and export promotion, as well as improving the countries rural 
infrastructure. The mechanism to be used to accomplish these objectives is 
to establish a fund, managed by a contractor, which would make foreign 
exchange available to the private sector for technical assistance and 
production inputs (raw materials and equipment. This is a variation of a 
traditional commodity import program in that it is much more discriminating 
and directed in its utilization. The fund would also be used by the 
contractor to carry out selected studies aimed at practical means for 
advancing private sector development. In the absence of a viable banking 
system it also offers AID the option of offering financing arrangements thus 



demonstrating the imporbance of a viable privake banking system to GSDR 
officials. SECOR would bhus complimenk resources made available to he 
private sector though existing donor and AID funded auction program, by 
offering alternatives for the private secbor. The development of 
agribusiness and infrasbructure promise bo play prominent roles in SECOR. 
The agribusiness sector holds substanbial promise for expansion, in the 
medium term for employment generation and import substibution and in the 
long-term for export promobion. Large investments in the Shebelli by AID 
under the Shebelli Water Management Project, as well as other donors promise 
to open up investment opportunities for Somalis' in this area. Furhhermore, 
Somalia's large livestock industry also hold promise for significant 
business development in the medium berm. Finally, Somalia with its 3000 
kilomeker coast line is harvesbing less than ten percent of an estimated 
180,000 ton potential of pelagic species of fish. Potential exists for 
privabe sector development both at the artisanal and the commercial level. 
The infrastructure sector is the sector in which GSDR leadership has the 
greatest interesb and one that is basic to the operation of the entire 
economy. It is also a very visible sign of USG assistance. The 
infraskruckure sector also offers pobenkial to the GSDR for testing better 
budget techniques, inbroducing revenue measures which will capture users 
fees and other earmarked Daxes. Finally housing the CIP on these two 
sectors gives a rationale for ukilizing Development Assishance Funds for 
supporbing essentially a program assistance activiky. 

B. Program Goal 

The Somalia Economic Rehabilitation Sector Grant (SECOR) is designed ko 
improve the mobilization, allocation, and management of both public and 
private developmental resources in Somlia. SECOR is expected to address 
this goal in two ways. Firsh, it will enable the GSDR to better mobilize, 
allocake, and manage its resources so that increasingly iD will be able to 
finance and suskain iDs developmenh programs from domestic resources. 
Secondly, SECOR will promobe hhe increased parbicipation of the private 
sector in Somalia's development programs through increased investment and 
support services. 

C. Programs Purpose, and Expected Achievements 

The purpose of SECOR is to support policy reforms aimed at improving the 
efficiency and sustainability of public and privake sector development 
efforbs. The policy reforms, described generally in hhe preceding section, 
make up the agenda for the SECOR. During the implementation of SECOR this 
agenda will be further refined. Through these reforms, the program is 
expected ko achieve the following resulks. 

1) Revenue Reform and Adminiskration 

SECOR's support to revenue reform is expected to result in increased GSDR 
hax revenue in a manner consiskenk with Somalia's long term development 
inkeresks. One performance target of GSDR revenue reforms is ko increase 
tax revenues to a level equal to 8% of Gross Domestic Produck. Another 
measure, equally imporhanh although more subjective, is the extent to which 
the sources and collection procedures are conducive ko future economic 
growth. 



In order to achieve these targets, SECOR resources will be used to modify 
the GSDR revenue system bo better utilize and account for all appropriate 
sources of receipts. This output will require Gwo hypes of ackivities: 1) 
an inventory and analysis of potential sources of revenue for public uses 
including izhe intiroduckion of user fees and earmarked taxes: 2)  measures to 
improve tax adminisbration including assessment and collection mebhods, as 
well as, improved accounbing and conin01 procedures, and incorporaking 
revisions into bhe kax code and 3 )  introduction of measures to reform the 
tax system. 

Revenue reforms may be tested and assessed for selected GSDR water and 
transport programs. Specific measures, such as user fees, earmarked taxes, 
and/or decentralized services may be examined as potential financing 
mechanisms for hhe maintenance of these programs. 

The input mix required for SECOR in the area of revenue reform includes, 
dollar funded technical assistance, commodities, training and operating 
costs financed from local currencies. 

2 )  Budgetary ~ationalization 

SECOR's aim in supporting the GSDR budgetary reforms is to establish a 
unified budget system which plans, allocaties, and accounts for all GSDR 
revenues (including donor financing and expe~ditures. An integral feature 
of such a,system is the establishment of a system for estimating and 
financing recurrent costs. 

In order to develop this unified budgeting syskem SECOR's resources will be 
used to improve the GSDR Ministry of Finance's budgeting and accounting 
system. To ensure the viability and practicality of this program output the 
improved system will be bested internally in the Ministry of Finance, and 
subsequently in the Ministry of Revenue. Three specific activities will be 
undertaken in this regard. First, stiandardized accounting procedures will 
be developed. Second, the guidelines and the institutional arrangement for 
a comprehensive budgeking system will be designed and bested. Third, options 
for reducing public expenditures for activities which could be operated by 
or in conjunction with hhe private sector will be pursued. Budget reforms 
related to recurrent expendifzures could be applied to bhe GSDR water 
development and road maintenance programs incorporaking, wherever possible, 
the specific revenue measures discussed above. 

The input mix required for SECOR in the area of Budget Rationalizakion 
includes, dollar funded technical assistance and commodities and training 
and operating costs financed from local currencies. 

3) Civil Service Reform 

The expected resulk of SECOR's participation in the GSDR'S Civil Service 
Reform Program is the restructuring of khe Somali Civil Service ko be more 
effective and responsive. The performance targets, against whish SECOR's 
contribukion will be measured include: the establishment of a Civil Service 
commission, reduction in the overall numbers of khe public employees, and 
the introduction of an improved compensation package for civil servants 
which can attrack and maintain qualiby personnel in public employmenh. 



The program ou tpu t  corresponding bo SECORts aims i n  t h e  a r e a  of c i v i l  
s e r v i c e  reform is to e s k a b l i s h  a p u b l i c  s e r v i c e  unik which can  f a c i l i t a t e  
t h e  GSDRts reform program. The most impor tan t  a c t i v i t y  inc luded  i n  t h i s  
oubput is  izhe e s t ab l i shmen t  of  a C i v i l  Se rv i ce  Commission wi th  l e g a l ,  
p o l i c y ,  adminis t i ra t ion and appea l  f u n c t i o n s  a t  t h e  i n t e r m i n i s k e r i a l  l e v e l .  
Another planned a c t i v i b y  is an assessment  of t h e  redundant personnel  i n  t h e  
c i v i l  s e r v i c e  i nc lud ing  a s t r a t e g y  f o r  r e l o c a t i o n  of res igned  o r  s e p a r a t e d  
employees. F i n a l l y ,  a comprehensive examinat ion w i l l  be undertaken of t h e  
wage/salary/compensation system of t h e  c i v i l  s e r v i c e  wi th  a p l a n  f o r  its 
improvement. % 

L i k e  t a x  reform and budgetary reform, khe c i v i l  s e r v i c e  reform is a long  
term insk i izu t iona l  e f f o r b  which invo lves  t h e  e n t i r e  range of m i n i s t r i e s  and 
p u b l i c  e n t e r p r i s e s ,  The complexi ty  of t h e  bask l e a d s  t o  a s i g n i f i c a n b  
des ign  i s s u e  f o r  SECOR. Should t h e  Grant promote a gene ra l ,  a c r o s s  t h e  
board program of i n s t i t i u t i o n a l  reorganizat i ion,  s t r e n g t h e n i n g  and 
compensation; o r  should r e sou rces  be d i r e c t e d  toward s p e c i f i c  "high 
p r i o r i t y w  o r  " l eadw m i n i s t r i e s ,  such a s ;  The Min i s t ry  of Finance, Min i s t ry  
of Revenue, Miniskry of Nat iona l  Planning,  Min i s t ry  of Labor and S p o r t s  and 
The Min i s t ry  of Education? Bobh approaches have t h e i r  advankages and 
d isadvantages ,  Curren t ly ,  USAID is l ean ing  toward an  approach thak  w i l l  
p rov ide  f o r  gene ra l  c i v i l  s e r v i c e  r eo rgan iza t ion  bhrough t h e  e s t ab l i shmen t  
of a C i v i l  S e r v i c e  Commission, bub focuss ing  r e sou rces  i n  i n s t i t u t i o n a l  
s t r e n g t h e n i n g  and compensabion programs f o r  t h e  l e a d  reform M i n i s t r i e s .  
USAID would a l s o  be w i l l i n g  t o  t a r g e b  s i g n i f i c a n t  l o c a l  cur rency  r e sou rces  
and some t e c h n i c a l  a s s i sbance  and t r a i n i n g  towards compensation programs f o r  
primary school  t e a c h e r s  and a c c e l e r a t e d  reform of The Minis t ry  of 
Education. Such suppor t  has  t h e  fo l lowing  advantages:  (1) t e a c h e r s  
r e p r e s e n t  approximately ha l f  of a l l  non-mil i tary government employees, and 
primary t e a c h e r s  a r e  t h e  l a r g e s t  cohor t  i n  t h i s  group, ( 2 )  addres s ing  
f u n c t i o n a l  l i t e r a c y  and numeracy t r a i n i n g  through pr imary educa t ion  a r e  key 
development g o a l s  of t h e  GSDR and would be p a r t i c u l a r l y  important  i n  t h e  
r u r a l  a r e a s  of Somalia, ( 3 )  t h e  program would complement proposed World Bank 
and e x i s t i n g  UNICEF Programs i n  cur r icu lum and program development and 
t eache r  t r a i n i n g .  

According t o  World Bank e s t i m a t e s  t h e  grank could i n i t i a l l y  impact on up t o  
6,500 primary school  t e a c h e r s  i n  Somalia. The goa l  would be t o  r a i s e  
average s a l a r i e s  t o  8,000 Somali S h i l l i n g s  p e r  month, Sources  of t h i s  
income could come from communihies (which would t a x  themselves 70  s h i l l i n g s  
per  s tudenk per  month), World Food Program, and from l o c a l  cur rency  
genera ted  through SECOR. SECOR c o n t r i b u t i o n  would be on a d e c l i n i n g  b a s i s  
over t h e  l i f e  of t h e  program. 

While bhe above approach has  i ts  advantages,  khe GSDR may be r e luc t anh  t o  
accep t  t h e  p r i o r i t i z e d  approach. I n  a d d i t i o n ,  t h e  approach suggested may 
no t  take i n t o  account  s p e c i f i c  and v i t a l  l i n k a g e s  between Minishr ies  which 
w i l l  make it mandatory t o  expand t h e  reform package a t  t h e  i n i t i a l  shages.  
The f i n a l  des ign  w i l l  f u l l y  add re s s  t h e s e  i s s u e s .  We welcome 
AID/Washingtonls i n p u t  i n t o  hh i s  i s s u e  a t  t h i s  i n i t i a l  s t age .  



The inputs required to implement the above activities include: 1) dollar 
funded technical assistance to undertake special studies and train Somali 
staff; 2 )  local currency financing for training, increased salary costs, and 
other operating expenses. 

4 )  Private Sector Develo?3me~ 

The product of SECOR's efforts in developing the private sector is increased 
incentives and opportunities for private sector participation in development 
activities. The performance targets for measuring this target includes: a 
positive endorsement by the GSDR encouraging specific private sector 
participation in development programs; the identification of development 
sectors and individual activities where private sector participation can be 
increased; and the establishment of financing mechanisms which will attract 
and facilitate medium term investments required to support development 
programs. In order to meet the private sector development targets outlined 
above, SECOR resources will be used to develop mechanisms and procedures for 
increasing private sector medium term investment in development projects and 
utilizing private contractors more liberally in GSDR construction and 
maintenance programs. The activities which are planned to meet this output 
include: 1) an assessment and analysis of public sector activities which are 
critical to the productive sectors of the economy and are amenable to 
private investment and/or increased private sector contracting; 2 )  a 
dialogue with the GSDR on the areas and levels of private sector 
participation which can be supported, and, 3 )  a support system to provide 
technical and financial assistance for expanding private sector 
participation. 

The benefits of utilizing private sector resources for developmental 
purposes will be demonstrated in the following areas. First private 
investment and employment will be expanded in businesses capable of 
producing finished products substituting for products now imported at higher 
cost, in firms processing goods, and thus adding value, to exports, and in 
the construction and service industries. It is anticipated that much of the 
focus of this business expansion will be related to Somalia's agricultural 
(including fisheries) sector and that both rural and urban areas will 
benefit. Overall this effort should result in an expanded tax base and in 
time in reducing the foreign exchange losses now occuring through the 
imports of finished and exports of unfinished products. 

The required inputs include: 1) dollar financing for technical assistance 
and studies, and credit; 2 )  local currency financing for training, incountry 
studies and credit. 

C. Program Structure 

1) Resource Requirements 

Depending upon the GSDRs resolve in addressing the reform agenda SECOR could 
make $60 million available to the GSDR and Somali private sector over a five 
year period. The estimated SSh 4-6 billion in local currency generations 
will be programmed to support specific reform activities. The final design 
document will update the cost analysis and modify the budget estimates to 
reflect the costs associated with AID activities. 



2) Selection of the Assistance Mechanism 

A Seckor Assisbance Program is the most appropriate AID assistance mechanism 
for supporting the GSDR Public Sector Reform Program. The general consensus 
of AID and other donors at bhe recenk Consultative Group was tihati 
development assistance should increasingly be provided through non-project 
mechanisms. SECOR's design reflects this approach. Likewise, as required 
by the AID secbor grant guidelines, the principle justification for SECOR is 
to alleviate policy constraints - bhose associaked with the GSDR fiscal and 
civil service operations. . 
Under the umbrella of Sector Assistance, SECOR will utilize three 
implementakion instruments. A Commodihy Import Program will be used to 
deliver foreign exchange financing 60 the privake sector in the form of 
lebters of credit for importing commodikies, machinery, heavy equipment, 
construction materials and telecommunications equipment. Since these are 
areas in which the US is competitive it is advantageous both to the GSDR and 
the US thae the CIP mechanism is ukilized. Modifications in the traditional 
CIP mechanism are required to develop an appropriate pricing structure for 
these funds and methods of utilizing some portion of the total to provide 
medium term credit for activitiies . 
Two kechnical assistance contracts are also proposed. The first, ko provide 
technical assistance, special skudies, anii training 40 implement the public 
sector reform program. The other, to manage the credit arrangements 
designed for the CIP and to provide technical assistance and training ko 
increase privake sector investment and services in the economy. AEPRP is 
proposed contingent upon a suitable annual review of GSDR reform activities. 

3 )  Programming Local Currency 

To suppork the Public Sector Reform Program, SECOR will ubilize a 
combination of general allocations and block granks of local currency 
General allocabions will be used as seed money to finance relatively modest 
efforts to gek the reform process started. Thereafker, where significant 
sums are required block grants will be used which will be released to the 
GSDR contingent upon meeting pre-specified conditions. The mechanics of how 
this will work is provided in the nexk sechion. 

4) Phasinq 

The phasing of the SECOR Program will be finalized during the PAAD design. 
Initial feasibility studies proposed for medium term investment 
opportunities for the private sector can be funded from the Policy 
Initiatives and Privatizakion Project as part of the design process. 
~ikewise, any initial efforts to get public sector reform started can be 
financed from existing counterpart funds once these activities have been 
approved. The first major financial contribution for supporting public 
sector reforms will be generated by using the AEPRP supplement though the 
private sector to kurn SECOR dollars into local currency. Thereafter, 
revenue reforms and budgetary reforms can skart simulhaneously without much 
difficulty. The progress on civil service reform will depend a great deal 
on the success of the other two reforms. 



V. HOW SECOR WILL WORK AND ISSUES FOR CONSIDERATION 

The implementation plan of SECOR is to u%ilize the combined resources of kwo 
technical assistance contracts and fifty million dollars of foreign exchange 
for the purposes of: 1) implementing fiscal and budgeking reforms aimed at 
establishing the foundation for a more effective public seekor; 2) 
generahing sufficient local currency from the private sector to finance 
public secbor reforms, and secondarily, increasing private sector 
participation and investment in khe provision of social and economic 
services; and, 3 )  demonskrating the impack sf improved public sector reforms 
in bhe infrastrucbure sector, especially in the areas of water development 
and roads. This plan has a number of interrelated linkages which will be 
highlighted below. 

A. Public Sector Reform 

The Public Seckor Reform Componenh of SECOR will be implemented according to 
an evolving Policy Reform Agenda. A long berm technical assistance 
contract, which provides skills in policy analysis, management, and 
finanqial operations, will be employed ko undertake the activities required 
to implement specific reforms. 

1) Policy Reform Agenda 

The framework of reforms which will be supported by SECOR has been 
summarized above. These reforms have evolved over a period of 3-5 years, and 
in all cases are a result of discussion between the GSDR, AID, and other 
donors. The participakion of AID in khe reform programs, in Somalia and 
elsewhere, have underscored the importance of planning for re-adjustments as 
part of the reform process. On this basis, it is proposed to guide the 
implementabion of SECOR by way of an Annual Policy Reform Agenda which will 
update, refine, and clarify the priorities, requiremenbs, and kiming of hhe 
GSDR policy reform program. 

The mechanics of how this policy reform agenda would be formulated have been 
preliminary discussed, and several options have been considered. The 
preferable option is thab a sub-committee of the resident donor coordination 
group (including the IMF and IBRD representative, USAID, UNDP and GTZ) and 
GSDR officials would be responsible for developing and monitoring the 
agenda.  his opkion offers the advantage of building a broader base for 
reforms, in counkry, and among GSDR technicians and mid level managers. 
Anokher option would be ho utilize the annual Consulbative Group which 
offers high level participation, buk probably not one where bhe nitty gritty 
of reforms can be hammered ouk. The option of individual donors negotiabing 
their own agendas is viewed as potentially the greatest weakness of bhe 
program. Ak issue are the questions "Is there any betker way of planning for 
the inevitable adjusbments which will crop up in the reform process?" and 
"What is hhe most desirable mechanism for keeping the GSDR and key donors 
moving togekher kowards the same goals?" 



2) Implementing the Individual Reforms 

The implementation of tihe public sector reforms which are needed to increase 
revenues, rationalize the budgebing system, and restructure $he civil 
service will be carried out in two skages. The first sbage involves 
developing and refining tihe deizails of the reforms themselves, calculating 
their exact costz in terms of financial and human resources, and proposing a 
realisbic timetable for their implementation, It is expected that the 
establishment of a Civil Services Commission and specific reorganization 
plans for key ministries are likely to be $he first reforms to move forward. 

The second skage of implementing the SECOR Public Sector Reform Agenda 
involves the management and financing of putting the above reforms into 
effect. 

The intensive technical assistance required during bhis stage will be 
provided under a single contractor, led by an experienced Senior Policy 
Analyst, Long-berm technical assistiance resident in the parbicipating 
ministries will be employed to provide management organization, budgeting 
and financial control services, and training. It is ankicipated that the 
conkrackor will also have flexible short term resources which could 
supplement bhe long berm staff and also meet the requirements of USAID in 
preparing for the annual policy reform agenda. During the second stage, 
the technical assistance requirements will shift from analytical skills to 
managemenb skills and local shilling financing will become the most 
imporbant input. One issue which needs furtiher consideration is where to 
locate the public sector technical assistance conhractor. Two possibilities 
have been discussed: either the Ministry of Finance or the Office of the 
Presidenti. 

Demonstrating Ghe effectiveness of reforms on public seckor operations is 
recognized as an important ingredient in maintaining the momentum for the 
reform process. From a practzical perspective, it is easier to measure the 
effectiveness of reforms on more focused sectors and activities khan across 
bhe entire specbrum of public sector activibies. Therefore, as part of the 
implementation plan for the public sector reform program special attention 
will be given to water development, road mainizenance, and other activities 
in the infrastructure sector where the introduction of users fees (revenue 
reform), recurrent budgeting(budge@ rabionalization) and personnel 
policies(civi1 service reform) can be prackically applied and easily 
demonskraked. Other considerations in selecting this sector include its 
attractiveness bo the GSDR and the fact that these programs have imporkant 
benefits for rural communities. This seckor also has an added advantage of 
offering pokential for increasing private sector participation and 
investment. 

B. Private Sector Development 

Underlying SECOR1s plans for private sector development is a genuine 
recognition that the private sector is the only legitimake source for 
financing &he current reform program and sustaining it over the long run. 
Moreover, as part of the process of redefining the role and scope of the 
public sector, it is advantageous to consider private sector alternakives to 
public sector services at the same time. 



1) Financinq the Public Sector 

The implementation of the public sector reform program will require large 
sums of local currency. In order to exchange the SECOR's dollar resources 
for Somalia Shillings the Program will sell letters of credit to the private 
sector for U.S. goods, as well as utilizing a foreign exchange auction for 
the private sector, under the AEPRP supplement. The funds generated by 
AEPRP will provide the liquidity necessary to keep an even cash flow for 
financing the public sector reform program. At the same time, these 
foreign exchange sales will be valuable in terms sf keeping private sector 
businesses healthy. The remainder of the funds, under the CIP ,  will be 
earmarked for medium term development investments, for private sector firms. 

The management of these sales will be contracted out preferably to an 
investment bank or firm associated with an investment bank. The rationale 
for this type of arrangement is based upon several factors. First, the 
current banking arrangements in Somalia are not satisfactory, nor have AIDss 
effort in persuading the GSDR to open a private bank. There are 
opportunities, by utilizing the services of an investment bank or affiliate 
in SECOR, either to improve Somalia's banking practices and/or more 
successfully persuade the GSDR of opening the banking business to more 
competition . Secondly, banking 3xperience is required to devise and 
operate a means of providing medium term credit to those funds which are 
aimed at medium term development investment activities particularly in the 
agribusiness and in the infrastructural sector. This service is fundamental 
to enlisting the participation of the private sector in development projects 
since the private sector does not have access to medium term credit under 
current banking arrangements. There are clearly a number of options for 
designing this aspect of the program which need to be explored during the 
design of the PAAD. First, the contractor could be attached to either the 
Somali Commercial Bank or the Somali Development Bank both government owned 
credit institutions with very poor track records. Another option would be to 
set up a separate window, in Mogadishu under the name of the investment 
bank, to disburse letters of credit and devise a credit scheme based upon 
the timing of the local shilling deposits. The third option, coald have the 
contractor set up under the umbrella of USAID. 

While the primary aim is to utilize the private sector to finance the public 
sector reform program supported by SECOR, it is also important to assist the 
private sector increase it's capabilities for financing and sustaining 
these reforms over the long run. SECOR is well placed to contribute towards 
achieving this secondary objective. With respect to the GSDR's policies for 
the private sector, SECOR will act as a catalyst to promote business growth 
and investigate and promote opportunities where public services can be 
replaced or supplemented by the private sector. Likewise, USAID has not 
changed its view on the value of improving the mobilization and allocation 
of credit in Somalia. Practical experience with designing financing plans 
for medium term development projects should demonstrate the demand for such 
services. 



Building on the day to day contact with the private sector that the Mission 
has maintained during the past and is planned to continue under SECOR, it is 
advantageous and practical to provide limited training opportunities , 
technical personnel, and specialized studies to the business community to 
improve existing operations or to explore new areas. Such activities as 
industrial sector analysis, investment promotion, and market analyses could 
be extremely valuable catalysts for expanding private sector activity. It 
is proposed to add a technical assistance component to the contract with the 
firm responsible for supervising the commodity import activities to provide 
the above policy analysis and technical services, These additional services 
can provide valuable support for the long term development of the private 
sector with only a marginal investment by SECOR. 

2 )  Increasing Private Sector Participation 

There are demonstrated opportunities for the private sector to increase its 
investment and to sell its services in Somalia's infrastructure sector. 
This sector is especially attractive, in terms of the SECOR objectives, 
because: 1) the poor condition of the country's infrastructure is an 
obstacle to future economic growth; 2) the public sector has virtually no 
way of domestically financing new investment in public infrastructure and 
increasingly will need to use all of its available funds for recurrent 
expenditures; 3) opportunities for reducing the burden of the public sector 
by increasing private sector investment and contracting services have been 
identified in the priority areas of water development and road maintenance; 
and, 4 )  the effectiveness of public sector reforms aimed at increasing 
revenues through user fees, improved budgeting to meet recurrent costs, and 
decentralizing government services can be most easily demonstrated in this 
sector. SECOR intends to use the infrastructure sector to apply and 
demonstrate the effectiveness of its complementary strategy of private 
sector development and public sector reform. Initial proposals for water 
development and road maintenance and reconstruction, as well as 
telecommunications, are listed in Annex E, 

3. Private Sector Productivity and Employment 

Infusions of technical assistance and productive inputs to small and medium 
sized private sector business with the objectives of increasing local 
production of finished good not imported at high cost and processing of 
local products for export to earn the value added offers the potential to 
reduce Somalia's foreign exchange gap. This is long term output given the 
limited industrial base now extant, but the process must start somewhere. 
One example is Somalia's textile industry. Once a joint venture, Somatex is 
now a parastatal. It produces at only 30% existing capacity and is capable 
at full capacity of meeting a significant level of the country's needs for 
finished cloth. The managed fund could offer assistance to Somaltex which 
would provide technical and managerial advisory services, spare parts or new 
machinery, dyes, etc. Such assistance could also be proffered on the 
written understanding that Somaltex would move back to the private sector. 
The PL 480 program could also be used initially to supply cotton, which is 
now being imported, and SECOR and the PL 480 program together could provide 
the advice and leverage to restore policies conducive to restoring Somalia's 
cotton production capacity. 



While it is anticipated the SECOR would focus primarily on smaller firms 
already in the private sectoc, this example encompasses the range of 
potential types of interventions possible through SECOR. 

Expansion of private sector activity is also viewed as stimulating 
significant job creation, both in the businesses affected and in those 
providing them goods and services. Civil service reform and indeed meeting 
the demand of the growing numbers of job seekers demand such expansion of 
the private sector alternative to employment. Somalia's future development 
and stability cannot be assured through the current practice of reliance 
upon the public sector as the primary employer. 

C. Local Currency 

1) Programming Strategy 

An estimated SSh 6.0 billion will be generated from the $ 50 million ESF 
Program and Commodity Import Program and placed into a special account for 
SECOR. USAID proposes to use these counterpart funds to support the 
introduction and implementation of specific public sector reforms. It is 
anticipated that this support will largely consist of recurrent budget 
support for salaries, operating expenditures, and training. In these cases, 
local currency funding will be made available either in a one shot deal or 
over a limited period of time and on a declining basis. In all cases, local 
currency support will require a financing plan which demonstrates that the 
recurrent costs associated with the reform can be assumed, either from 
public funding or specific revenue measures, within a reasonable period of 
time. Two mechanisms for disbursing these funds have been discussed. For 
initiating the development of action plans for implementing reform programs 
in the participating ministries limited operating expenses would be 
provided, both to support the technical assistance contractors and encourage 
progress by the GSDR. Thereafter, local currency support would be disbursed 
in block grants to implement specific reforms. The release of these block 
grants would be contingent upon the GSDR meeting specific preconditions. For 
example, salaries and operating expenses for the proposed Civil Service 
Commission could be released once terms of reference for the Commission had 
been approved and members officially nominated by the GSDR to serve on the 
Commission. Since there would be an annual recurrent budget to maintain the 
Commission a financing plan would be required to show how its operational 
cost could be assumed by the GSDR over a specified period of time. In terms 
of the total local currency requirements of SECOR these are planned to be 
fully funded by counterpart generated by program funds. 



2) Illustrative List of Local Currency ~ ~ Financed Activities 

. An illustrative list of local currency costs associated with the 
introduction and implementation of the GSDR policy reforms is provided 
below, 

a. Local currency Requirements for Implementing Revenue Reform 

An illustrative list of local currency financing which would contribute to 
SECOR's objectives for revenue reform include: 

- Support for the Operating Budget of the Ministry of 
Revenue (MOR) 

- Salary increases, within an overall MOR restructuring plan 
for MOR staff 

- Training for MOR personnel and other participating 
ministries for improved collection systems, utilization of 
user fees, etc 

- Contributions, on a declining basis, towards an earmarked 
tax on fuel sales which would be specifically used for road 
construction and maintenance 

- Projects aimed at establishing decentralized water services 
which would be self financing in terms of recovering 
recurrent costs 

b. Local Currency Requirements for Implementing Budget Reform 

An illustrative list of local currency financing which would contribute to 
SECOR's objectives for budget reform include: 

- Support for the Operating Budget of the Ministry of Finance 
- Salary increases, within an overall MOF restructuring plan 
for MOF staff 

- Training for MOF personnel and other participating 
ministries for improved budgeting systems, expenditure 
control, etc 

- Contributions, on a declining basis, for meeting the 
recurrent costs of Ministry of Mineral and Resources and 
Ministry of Public Works to restructure their operations to 
include more private sector participation 



Local Currency Requirements for Implementing Civil Service 
Reform 

illustrative list of local currency financing which would contribute to 
SECOR's objectives for Civil Service Reform include: 

- Support for the Operating Budget of the Civil Service 
Commission 

- Salary increases, within an overall Civil Service 
restructuring plan for Ministry of Education 
primary school teachers who represent one third of 
the total cost of implementing an acceptable salary 
increase for the Civil Service 

- Training for civil service personnel 

- Compensation package for civil service employees who 
are made redundant and lose their jobs as a result of 
civil service reform 

Local Currency Requirements for Implementins Private Sector Reform 

An illustrative list of local currency financing which would contribute to . 
SECOR1s objectives for private sector reform include: 

- Training and feasibility studies for private sector 
organizations 

D, USAID Management 

SECOR ushers in new directions in the USAID Somalia portfolio and along with 
SOMTAD may serve as the cornerstone of the USAID portfolio for the 
foreseeable future. There is really nothing new under SECOR. The sector 
grant is a variation on existing programs that USAID has had experience on 
implementing in the past, If anything SECOR adds a long-term developmental 
approach to USAID's typically short-term Cash Sales and CIP Programs. This 
coupled with technical assistance and training gives SECOR the potential for 
providing resources for significantly addressing public policy constraints. 
While the success of the Grant ultimately depends on the implementation of 
all components, each component can be independently implemented on a day to 
day basis. The principle management problem will be coordinating the 
activities of the various components to assure the interdependance of the 
end products takes place. 



USAIB anticipates the following Mission resources will be ~equired to 
manage, monitor and coordinate SECOR activities: 

Project Office: 

- Overall Grant Coordination. 
- Backstopping and monitoring of 
all Grant Activities. 

- Managing the Private Sector 
Development Fund. 

Rural Development/Refugee Affairs Office 

- Implementation of the Reform 
Program. 

- Monitoring the Policy Reform 
Contract. 

Program Office 

- Managing and monitoring the local 
currency program. 

Engineering Office: 

- Monitoring all infrastructure 
activities. 

Mission will be able to manage SECOR within our existing management 
structure with only minor personnel changes. For example, an additional 
staff will be needed in RD/RA office to monitor the implementation of the 
reform program. The Projects, Program and Engineering Offices should handle 
the responsibilities of SECOR with existing positions. 



It should be noted that by the time SECOR is fully operation probably by mid 
FY89 the USAID portfolio will consist of nine active projects, in addition 
to the ESP and Food for Peace Programs. Of the active projects four are 
currently scheduled for completion in FY89. Thus there appears ample 
management capacity with either current or reduced staffing levels. The 
individual component managers will be supported by a project committee, 
which will be comprised of representatives from the Projects Office, Program 
Office, Controllers Office and Contracts Office. SECOR is of such 
magnitude and coordination is so important that the Deputy Director will 
have to chair The Project Committee. The Projects Office will be 
responsible for coordinating the decisions of the Committee. 

VI. ESTIMATED COST AND METHODS OF FINANCING 

SECOR may require up to $60.0 million over a five year period. 

A. Uses of the Funds 

The uses of funds are shown in Table 8 below. 

TABLE 10 
Uses of Funds for SECOR 

Use of Funds Amount Financing Implementation 
( $  Millions Method Met hod 

1. FX Auction(AEPRP) . $25.0 Letter of 
Commitment Direct 

2. CIP $25.0 Letter of 
Commitment Direct 

3. Technical Assistance 
Public Sector 
Policy Reforms $5.0 Direct Direct 

Payment Contract 

4. Technical Assistance 
Private Sector 
Policy Reforms $5.0 Dizect Direct 

Payment Contract 

B l  Financing Sources and Obligation Schedule 

SECOR will request financing from both the Economic Security Fund (ESF) and 
Development Assistance (DA) appropriations. 



The AEPRP and Foreign Exchange Auction will be financed separat@ly from this 
project through the ESF account. These will produce initially the bulk of 
local currency needed for civil service reform. However, the managed 
private sector fund will generate shillings as well, as it sells or lends 
foreign exchange for technical services and commoditieso These funds will 
also be applied to civil service reform or, if an opportunity presents 
itself in the future, perhaps placed in a Somali business investment bank 
program, The sources of funds for this would come from various accounts, if 
the Africa Bureau continues to have such accounts, SpecificaP%y, funds 
earmarked for agribusiness development will request financing under Section 
103 increasing the fund supply and increasing rural incomes. Funds 
earmarked for purchasing well drilling machineryp spare parts, and water 
distribution equipment will request financing from Section 104 (C) account 
which supports safe water and sanitation. The machinery, spare parts and 
other commodities required for road construction and maintenance will 
request funding from Section 103(B)(1) which supports expansion of rural 
infrastructure and farm to market roads. Similarly, Section 106 allows 
funding for programs for export promotion. 

The technical assistance contract proposed to manage the managed fund and to 
identify and assist the development of private sector participation in the 
infrastructure sector will request funding from Section 103 (AI(1). This 
account supports efforts to develop a more viable economic base and private 
sector opportunities in rural areas. 

The technical assistance contract which is proposed for supporting public 
sector reforms will request funding from Section 106 (dI(4). The 
justification for using this account is that public sector reforms will 
promote the proper utilization of previous projects and programs financed 
with U.S. assistance. 

USAID will further justify the use of functional accounts for development 
assistance funding in the final design. Financing under the African 
Development Fund would also be applicable if such funding becomes available. 
The obligation schedule, which follows, is illustrative, based to Mission's 
initial concept of SECOR. Mission's actual funding levels may demand 
modifications in the schedule. The actual obligation schedule will be 
determined during final design. 



TABLE 2 
Planned O b l i g a t i o n  of  SECOR Fundinq 

Category Account FY 88 FY 89 FY 90 FY 91  FY 92 . 

1. FX Auc t ion  ESF $5.0 $5.0 $5.0 $5,0 $5.0 
( AEPRP ) 

2. CIP D A - $5.0 $10.0 $10.0 

3 .  T e c h n i c a l  
A s s i s t a n c e  
P u b l i c  S e c t o r  
P o l i c y  Reforms DA $.5 $1.0 $2.5 $1.0 

4. T e c h n i c a l  
A s s i s t a n c e  
P r i v a t e  S e c t o r  
P o l i c y  Reforms DA $. 5 $1.0 $2.5 $1.0 

ESF 5.0 5.0 5.0 $5.0 $5.0 
D A 1.0 7.0 $!5.0 $12.0 

T o t a l  $6.0 $12; 0 $20.0 $17.0 $5.0 

C. Local  Currency G e n e r a t i o n s  

The l o c a l  c u r r e n c y  g e n e r a t e d  under  t h e  program w i l l  be made a v a i l a b l e  
i n  b lock  g r a n t s  f o r  t h e  purpose  of  f i n a n c i n g  s p e c i f i c  p u b l i c  s e c t o r  
r e fo rms .  l o c a l  c u r r e n c y  g e n e r a t i o n s  is prov ided  i n  Tab le  3.  

TABLE 3 
P r o j e c t e d  C o u n t e r p a r t  G e n e r a t i o n s  f o r  SECOR 

( M i l l i o n s  o f  Somal ia  S h i l l i n g s )  

Ca tegory  FY 88 FY 89 FY 90 FY 91 FY 92 

1. FX Auct ion 600 6 0 0 600 600 600 

2. CIP - 600 1 ,200  1 ,200  

T o t a l s  600 1,200 1 ,800 1 ,800  600 

Note: $1 = Somal ia  Sh. 120 



VIP, FACTORS AFFECTING PROGRAM SELECTION AND DEVELOPMENT 

A. Mobilizing the Cooperation of GSDR and Other Donors 

Subsequent to AID/Washington approval of this document, the most 
critical requirement is to develop an action plan structuring a 
multi-donor support program for GSDR public sector reform with the 
GSDR and other donors. A two part process is recommended, USMD will 
convene discussions with the IMF, World Bank, UNDP, EEC, Italian, 
U.K., and FRG representatives in Somalia to describe the SECOR concept 
and to request their support and input into a final design. At the 
same time, USAID requests that AID/W coordinate similar discussions 
with donor head offices located in Washington, New Mork, and Europe. 
Based upon this exercise, USAID will present SECOR to the GSDR and 
request that a working group be appointed, consisting of prominent 
officials from various Ministries, organizations, and the private 
sector, to coordinate and complete the final design of the program. 

B. Analytical Considerations 

During the final design of SECOR a variety of economic, social, 
environmental, technical and institutional issues need to be examined 
to establish the feasibility of the proposed SECOR activities. These 
issues and the proposed approach USAID intends to employ in examining 
them in greater detail are listed below. 

1. Social Analysis 

Reforms aimed at improving the efficiency of the public sector, in a 
country where Government occupies center stage, will have a broad and 
significant impact on most Somalis'. In some cases it may mean 
improved social services, such as functioning primary schools and 
staffed health clinics. In others, it may mean less capital 
investment in new roads. The political, economic and cultural 
implications of a public sector reform program may be less apparent 
than the impacts mentioned above, but far more critical to 
consolidating and sustaining the momentum of such a program. The 
reform program will be judged by Somali's against certain 
expectations. These expectations will be examined in relation to each 
of the proposed activities. With respect to political implications, 
reforms have to be seen as successfully improving the general welfare, 

. I  ,-.- , . 7 . .  

A I ) a  , . : .:: 1 ':? : -1::.2;, 7t -ach step of the way. 
..,' I -: i-nplications are equally clear, the reform program should 

be seen as expanding the pie, not dividing it in a different way. 
Finally, the cultural i i n p l  icat i o n s  O E  ? j l l l !> i  i c sector reform program 
are closely tied to Somalis' perceptions on why the reforms are being 
introduced and how they are put into effect. 



The direct beneficiaries of the project include most of the 45,000 
employees of the public sector, private sector firms which participate 
in either the Commodity Import Program or obtain GSDR contracts and/or 
investment opportunities, and rural communities which receive benefits 
from improved facilities in the infrastructure sector. Indirect 
beneficiaries include Somalis' who obtain improved social and economic 
services as a result of improved budgeting, revenue reforms, and/or 
civil service reforms. Those who will be adversely affected by public 
sector reform include those who have benefited from poor budgeting and 
accounting procedures and employees declared redundant as part of the 
civil service reform. 

The design of SECOR can be expected to increase the participation of 
Somali's in the process of public sector reform by opening up 
discussions with the GSDR, private sector, and other donors to 
consider the most effective approach to a reform program. These 
discussions will permit equal opportunity to both men and women to air 
their views. With respect to the individual activities proposed for 
the Sector Grant, men may have greater opportunities to participate in 
the Program due to their numerical advantages in the civil service and 
in the private and infrastructure sectors. These factors will be 
examined more closely during design. 

2 )  Economic Analysis 

Alternative approaches to designing a program to support public sector 
reform have been considered by USAID. Briefly, these have included a 
direct cash grant to the public sector, an infrastructure grant which 
would generate local currency from private contractors for financing 
public sector reform, and a narrower focus on a single reform. Each 
of these alternatives have been discarded as inappropriate for 
providing a framework that will facilitate multi-donor support, GSDR 
commitment, and a mechanism of harnessing private sector resources to 
contribute to Somalia's development program. The economic analysis of 
SECOR will examine the benefits of the Grant in relation to its 
costs. Benefits are likely to include increased GSDR revenue, 
improved productivity of civil servants, and associated government 
services, maintaining Somalia's capital assets in the infrastructure 
sector, and expanded investment, employment, and income in the private 
sector. Costs will include: direct costs of the Grant financed 
technical assistance, training, increased GSDR budgets to support 
salary increases for civil servants, and more realistic operating 
budgets , and GSDR contribution of its personnel and equipment 

Since the quantitative measurement of benefits may prove elusive, the 
analytical approach which is recommended is to calculate the value of 
benefits which would be necessary to obtain a minimum return, say 
15%., on the level of investment proposed after a twenty year period. 
This value of benefits would then be examined in terms of what could 
be realistically achieved by the Grant. 



3) Environmental Analysis 

The proposed environmental threshhold decision is contained in Annex B, 

4 )  ~echnical Analysis 

During the design of SECOR the technical feasibility of the various 
activities, specially those planned in the infrastructure sector, 
needs to be established. These analyses are outlined in Annex D Scope 
of Work for Further Design. 

5) Institutional Analyses 

An institutional analysis of the participating GSDR ministries, led by 
the Ministry of Finance; USAID; and, the private sector will be 
undertaken as part of SECOR design. 

For the GSDR Ministries of Finance, Revenue, Education, and Labor and 
Sports, the institutional analysis will examine their existing 
organizational structure, personnel levels, and operating budgets. 
The institutional analysis will further investigate the conditions 
under which these organizations could be expected to be motivated to 
participate in a public sector reform program. In addition this 
analysis is expected to estimate the resource requirements which would 
be necessary for these organizations to effectively participate in a 
reform program. 

The institutional analysis of USAID Somalia, will address the 
personnel requirements of the Mission to mobilize, manage, and monitor 
the resources required to implement SECOR. At the same time, this 
analysis will examine options for maintaining cooperation and 
coordination with other donors. 

The institutional analysis of the private sector will assess the 
capabilities of the private sector to increase their investment and 
services. In the area of water development and distribution this 
analysis will build upon previous studies by Louis Berger 
International. In the area of road construction and maintenance, as 
well as agribusiness development more baseline information will be 
required. For water development and road maintenance, the analysis 
should examine the contractual arrangements and payment procedures 
which would be required to employ private sector firms. 

C. Design Strategy 

The strategy for completing the design of SECOR is based upon 
examining each of the proposed components separately prior to 
assembling the final project document. This approach will facilitate 
USAID's discussion with the GSDR and other donors on the issues and 
requirements for each of the proposed reform areas. The USAID 
Projects Office will have the responsibility for initiating and 
coordinating Mission design actions. A Mission Program Committee will 



be established to review consultants' reports and develop issues for 
discussion with other donors and the GSDR as part of the consensus 
building which will be required to complete the design of SECOR. This 
Committee will be composed of the Program Officer, Program Economist, 
Commodity Management Officer, Engineer, and the Chief of the Rural 
Development and Refugee Affairs Office. 

The phasing of the reviews, which will examine the viability of each 
of the program components, is planned over a six month period. The 
scopes of work for these reviews are contained in Annex D. Reviews 
which relate to public sector reforms will begin first, guided by 
Public Sector individual reviews on budget reform, revenue reform, and 
civil service reform. The initial review will examine the proposals 
for supporting budget rationalization reforms and is expected to 
require four weeks. Utilizing the findings of this review, both the 
civil service and revenue reform reviews could start simultaneously 
2-3 weeks afterward. Two reviews are proposed for the Private Sector 
Development component. The first review will investigate the 
technical and financial viability of establishing and/or expanding 
private sector businesses. 

For those businesses which are promising. this review will specify the 
commodity, technical assistance, and management requirements to get 
started. The second private sector review will utilize the findings 
of the first review to examine the financing and credit requirements 
as well as the institutional arrangements for supporting the private 
sector activities proposed under SECOR. An important housekeeping 
arrangement for each review is to require a draft report and exit 
meeting with the Program Committee be scheduled prior to the 
consultants' leaving country. This requirement is critical to 
minimize delays on subsequent reviews and to obtain enough information 
to permit ongoing dialogue with ths GSDR and other donors. 

'D. Design Inputs 

USAID anticipates intense design effort, requiring inputs from , 
REDSO/ESA, AID/Washington, Mission staff and contractors. 

USAID expects to draw heavily on REDS0 resources for the final 
design. After the initial feasibility and technical analyses have 
been completed USAID expects the following services from REDSO. 

PDO(Private Sector) 
Social Scientist 
Environmental Officer 
Program Economist 



USAID would welcome AIDD input into the final design effort, USAID 
feels that AIDm inputs will be particularly valuable in terms of 
developing the Policy Reform Agenda. USAID requests that ECPR discuss 
this issue and that suitable expertise be identified to assist USAID 
in the final design. 

3 )  USAID 

The Project Development Office will coordinate the design of SECOR and 
will be the principal design office. Strong support will come from 
USAID's Office of Rural Development and Refugee Affairs (RD/RA) which 
coordinates our civil service reform activities; as well as our 
Program Economist who coordinates our budgetary and tax reform 
activities. Support will also be required from USAID's Office of 
Engineering and the Supply Management Office. The Office of the 
Controller, and Program Office will also be required to give support 
for the final design. 

4 )  Contractor Support 

USAID expects to perform feasibility and technical analyses required 
for the final design by utilizing indefinite quantity contracts. One 
series of contract will address the Policy Reform Agenda and one will 
address the Private Sector Development Program. Following are a list 
of advisors and the level of effort required: (A detailed Scope of 
Work for the design effort is attached as Annex D. 

Private Sector Development Program 

Investment Banking Specialist. 
Private Sector Development Specialist 
Transport Equipment Specialist 
Utility Specialist 
Leasing Specialist 
Transport Engineer 
Water Engineer I 
Water Engineer I1 
Telecommunication Specialist 
Procurement Specialist 
Social Scientist 
Economist 

Sub-total 

Policy Reform Agenda 
Public Policy Specialist 



Revenue Generation and Administration 
Public Finance Economist 1.5 P.M 
Public Finance Economist 1.5 P.M 
Agriculture Economist 1.5 P.M 

Budget Rationalization 
Programming and Budget Specialist 1.0 P.M 
Fiscal Management Specialist $,(3 P.M 

Civil Service Reform 
Q & M Specialist 1.5 P.M 
Institutional Specialist 1.5 P.M 

Sub-total l2,5 P.M 

Grand Total 25.25 P.M 

This level of effort suggests the need for approximately $500,000 for 
the design effort, USAID expects to fund this effort out of a 
combination of PD/S and project funds, principally SOMTAD and PIPS. 
Currently USAID has $100,000 obligated under PD/S for the design 
effort. Mission expects on additional $160,000 in PD/S will be 
required. USAID will request this amount as part of our bilateral 
PD/S project for FY 88 
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The Infrastracture Sector 
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LOGICAL FRANEWDRK FOR SUtlHkRl 1 1% PROJECT DEB161 

Pr oiec t Title: SOHALlh ECONOHIC HEHAbILITATION SECTOB GRANT 1619-0143) 

NAhhAT I VE SUHHARi' OBJECTIVELY VERIFIABLE INDICATORS NEANS OF VERlf 

Prograa 6oal: 6DP [iflures 

To improve the ~obilization, 
a1 local ion, and ranagerent ol 
Soralia's public and private 
sector developrental 
re50urces 

- GSDR able lo finance and rainlain Donor surveys and 
its developrent proyrars reports 

6SDR reports 
- Bt ivate sector incseases its 
particigat ion in Soralia's . 
developrent 

- 6SDR leadership 
continues long-tern 
support oB private 
sector growth and fiscal 
responsibility. 

- Donor corounity 
continues leverage on 
6SDR tonard 
privatfnatlos and khe 
adogtion ol derocratis 
principles st gsvernreat, 

- Yorid econory grows. 
Progras Purpose: ' End 01 Project Status 

- lo support 6SOR policy relorrs - GSDR operating under a 
aired at ~rproving the ell iciency usif ied budget syster 
and sustainability ol public and - 6SDR revenues increased to 
private w t o r  developrent ellorts. 81 ol 60P in a ranner 

consistent nith it5 
developrent objectives 

- 6SDR civil service 
restructured to be rore 
ell ect i ve and responsive 

opportunities lor private sector 
establ ished 

- Donor cerrunity agrees 
on relorr geograa and 

- GSDR data and reports. willing t8 provide 
iinancing and use 

- Project evaluation. program as Beverage to 
achieve gods. 

- GSBR leadership _ Political support 
- t o  relorr prograr. 

- SONTAD su&cessful in 
upgrading raanager@nt 
capabilities el civil servants 



LOGICAL FfiAflEWDRF FOR SUtIflhRIZING PROJECT PFSIGN 

Proqrae Outputs: 

1. I r p r ~ v e d  budqetlng and 
accounting systev developed 
and tes ted i n  t h e  HDF, HDR, 
and HOE 

2. Revenue system r o d i l i e d  
t o  u t i l i z e  and account l o r  
a l l  appropr ia te  sources ol 
rece ip t s  

3. Pub l ic  Service Un i t  
establ ished and operat ing t o  
f a c i l i t a t e  the  6SDR c i v i l  
serv ice  re fo ras  

- Standardized accounting ptocedures HOF budgets 
es tab l ished 

- U n i l i e d  budget sys t s r  designed and 
tes ted 

- Aecurtent Budgets developed and 
tes ted l o r  6SDR Water D i s t r i b u t i o n  and 
road raintenance a c t i v i t i e s  

- inventory  and ana lys is  of p o t e n t i a l  IOh L e c ~ s d r  . 
sources o l  revenue fo r  6SDR 

- Improved c o l l e c t i o s  sys te r  

- Revenue reasubss introduced l o r  BSBR 
Water and Transport pregrass vhish 
i ncorpora te  a l t e r n a t i v e s  t o  c e n t r a l  
governrent l inancing record5 

- Set up Pub l i c  Gervice Coamission 

- - Bmplerent reorgan iza t ion  p lan l o r  NLS 

- Determine redundant personnel i n  
consu l t a t i on  with opera t ing  r i n i s t s i e s  
and develop s l s a k g y  I o r  education ol 
reserved or separated employees . 

- A corprehensive exa r i na l i on  o l  t he  
c i v i l  serv ice  uages salary/compensation 
sys le r  i n c l u d ~ n g  recorerendations l o r  
i t s  iaproverent 

_ P o l i c y  r e l o r r  agenda 
betsreen donorr  and BSDR 
agreed t o o  
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4 ,  tlechanisrs and procedures 
estahl ished to encourage and 
support pr ivat~ sector 
investrent in rediur terr 
developrent activili~s 

Inputs: 

I. Private Sector Developrent 
Fund 

111. Policy K~forr Agenda 

I Y .  Contingent 6r ants 

- Credit system designed and irplerented 
- Wediur terr developrent opportunities 

identified and analyzed lor private 
sector investrent 

- Private investment expanded ic  water 
development and driiling to replace 
GSDR responsibi i it ies 

Private sector contracting increased 
in GSDR road maintenance programs 

Project Evaluation 

Project linwcial 
and monitor inq 
reporls 

Feasibility studies 
lor linal design bsnlirr 
tho private eectee can 
irpleient grograr. 

Bther donors 6upporO 
asOiwitie6 [or additional 
inlrastructurac development8 
e.g. Ports, electsic pouer, etc. 

Donor corsunity and 6SDR 
agree to dicelaso (policy 
selers issues 



Project Environmental Examination 

Project Countr.~ Somalia .- 

Project Title and Number: 
Somalia Economic Rehabilitation (649-01431 

Life sf Project: 

IEE Prepared by: Edward W. Birgells 
Project Development Officer 

Environmental Actions Recommended: Negative Determination 

Major thrust of the Program will be funding publfe sector reforms through 
local currency generated by a Cash Sales Program and a Commodity Import 
Program. While anticipated activities may focus on water development and road 
maintenance, AID does not have control over the actual implementation. 
However, environmental procedures will be developed and included into 
implementation arrangements. AID will monitor the Program for any anticipated 
environmental effects. 

Mission Director's Decision 

Approved : 

Disapproved: 

Date: 

Bureau Environmental Advisor, 
AFR/TD/SDP Decision 

Approved : 

Disapproved: 

Date: 



I. Examination of t h e  Nature,  Scope and Magnitude of Environmental 
Impacts 

A. Desc r ip t i on  of t h e  P r o j e c t  - - 

The Somalia Economic R e h a b i l i t a t i o n  Grant w i l l  a t t emp t  t o  r a t i o n a l i z e  GSDR 
ope ra t i ons  and programs. The Grant p rovide  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  
t o  t h e  p u b l i c  s e c t o r ,  The g r a n t  proposes  t o  u t i l i z e  t h e  p r i v a t e  s e c t o r  t o  
fund t h e  c o s t s  of t h e  reform package, through a  l o c a l  cur rency  genera ted  
through a  Cash S a l e s  Program and a  Commodity Import Program. The l o c a l  
cur rency  genera ted  w i l l  be kept  i n  an account  adminis te red  by A I D  and w i l l  be 
used t o  fund agreed upon a c t i v i t i e s  r e l a t e d  t o  p u b l i c  s e c t o r  reform. A 
cons ide rab l e  p a r t  of t h e  items imported t o  Somalia under t h e  CIP w i l l  be of a  
g e n e r a l  na ture .  However, t h e  Commodities may suppor t  program i n  t h e  water 
development s e c t o r  and i n  road maintenance and cons t ruc t ion .  

B. I d e n t i f i c a t i o n  and Evalua t ion  of Environmental Impacts 

S e c t i o n  216.2 c t i x )  of AID'S Environmental Procedures  c a t e g o r i c a l l y  excludes 
a s s i s t a n c e  provided under a  Commodity Import Program when, p r i o r  t o  approva l ,  
A I D  does no t  have knowledge of t h e  s p e c i f i c  commodities t o  be f inanced  and 
when t h e  o b j e c t i v e  i n  f u r n i s h i n g  such a s s i s t a n c e  r e q u i r e s  n e i t h e r  knowledge, 
a t  t h e  t i m e  t h e  a s s i s t a n c e  i s  au tho r i zed ,  nor c o n t r o l ,  du r ing  implementation, 
of t h e  commodities o r  t h e i r  use i n  t h e  hos t  country.  However, s e c t i o n  
216.2(d) of t h e s e  same procedures  r e q u i r e s  an  environmental assessment  f o r  
p e n e t r a t i o n  road bu i ld ing  o r  road improvement p r o j e c t s  and f o r  p o t a b l e  water 
and severage  p r o j e c t s  o t h e r  than  t h o s e  t h a t  a r e  smal l  s c a l e .  

USAID a n t i c i p a t e s  t h e  water development a c t i v i t y  i f  implemented w i l l  f ocus  on 
t h e  fo l lowing  a r ea s :  smal l  s c a l e  water  p o i n t  maintenance and r e h a b i l i t a t i o n ,  
w e l l  d r i l l i n g  and r e h a b i l i t a t i o n  and expansion of t h e  Kismayo water  system. 
I t  is expected t h a t  t h e  fo l lowing  commodities w i l l  be imported t o  implement 
t h e  program: Cement, pumps, s p a r e  p a r t s  d r i l l i n g  r i g s ,  t r ucks ,  4 wheel d r i v e  
v e h i c l e s ,  c a s ings ,  d r i l l i n g  chemicals ,  p i p e s  and meters .  The road maintenance 
and c o n s t r u c t i o n  a c t i v i t y  w i l l  r equ i r e ,  heavy c o n s t r u c t i o n  machinary, heavy 
v e h i c l e s  and cement. U S A I D  does no t  a n t i c i p a t e  a c t i v e l y  monitor ing t h e  day t o  
day a c t i v i t i e s  of t h e  program. Technical  a s s i s t a n c e  and t r a i n i n g  w i l l  be  
provided t o  t h e  p r i v a t e  s e c t o r  and t h e  GSDR t o  he lp  implement i n s t i t u t i o n a l  
a s p e c t s  of t h e  program. Water Development Agency under t h e  U S A I D  funded 
Comprehensive Groundwater Development P r o j e c t  (649-0104) has  had ex t ens ive  
exper ience  working w i t h  a  U.S.  c o n t r a c t o r  (Louis  Berger I n t e r n a t i o n a l )  and 
with A I D  environmental r e g u l a t i o n s  regard ing  water development. 



Simi l a ry ,  t h e  C i v i l  Engineer ing D i r e c t o r a t e ,  The Min i s t ry  of P u b l i c  Works, has  
had ex t ens ive  exper ience  wi th  Louis Berger I n t e r n a t i o n a l  under t h e  World Bank 
funded program, Never the less ,  USAID expec ts  t o  develop proper  environmental  
procedures  da r ing  t h e  p r o j e c t  and t o  a s s u r e  t h a t  t h e s e  procedures  a r e  inc luded  
i n  every  c o n t r a c t  executed by t h e  GSDR wi th  p r i v a t e  s e c t o r  c o n t ~ a c t o r .  
Furthermore, AID w i l l  p e r i o d i c a l l y  monitor t h e  a c t i v i t i e s  t o  a s s u r e  t h a t  
procedures  a r e  adequate  and t h a t  they  a r e  being adhered to .  The f i n a l  
procedures  w i l l  be developed a s  a p a r t  of The PAAD. 
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a r0TAL FINANCING GAP WffHUUf AID 

,A:-Current Account Receipts 
i 
i fxpdsts , Private tranufers 

8- Current Account Payments : 

, Imposts 
, o f  which 8 

Food . Petrol - Other non P I P  - PIP-related 

' Servleea (net) 
i 06  which t 
I 

i Interest: 
IMF/AMF charges 

I=- Cur.ysnt Account D e f i c i t  ( & A )  : 

D. Capj,t&,Repayrnents on Debt : 

Repayment o f  Pr inc ipa l  
Net Repurchesea Prom fMF 
Net Repurchases from AMF 
Reduction o f  Arreers 

E. tncr&ese i n  Reserves 

Fa Pr iva te  Capital/Errors and Omissions 

C. Tot.81 Financing Requirements (C+D+E+P)  : 
4 

- 
f a )  includir~q 65 mi l l ion  arreet peynients. 
b )  i n c l u d i n g  $is mi l l ion  a r t ee r '  ~ayrnents 
c f  official-grants and Loans emakted t o  '$330 million and $00 million w t i s  

fipiinced ,&y~-.ac?l~umulat i o n f  o f  arrears .  



Services (net) 
fol which: in te res t  payrentsl 

Transfers (net1 (11 
Off i e i a l  
Private 

' Uf f icial - 79 
Private (21 3 

CNERKL BALANCE - 13 

G r a e r c i a i  bank 
; Rrrears 

Debt re l i e f  

7 .  Financing 6ap 

Sources: Data for 1981 through lPB4 and 1386 Proqraa data a re  fro* 'Soaalia - Review Under Stand-By 

* -  
Arrangerent and Request for Waiver of Perforaance Cr i te r ia , '  IRF, April 25, 1986, Tables 5 and 9. 
Export breakdown lor 1984 and 1985 i s  est i rated.  ffata for 1985, 1 9 8 6 ( r e v i ~ d ) ,  and 1987 iest..) are [ r o s  "Soralia - 3 a f f  
Stail Report for the I984 Ar t ic le  IV Consultation.' duqust 27, 1996 

i l l  Totals for 1981 and L982 Co not add. 

(2) Includes net errors  2nd omissions 

p.*C"  " .*1. * J * *  - 
(3) Uore recent, unpublikshed 'I$F s t a t i s t i c s  indicate  recorded i rpor t s  lor 1986 are closer to  $92 m l l l o n ,  * ~ t h  recorded 
rer i t tances increasing t o  $35 r i l l i o n .  The t m  alwrst exactly offset  each other. The change tn the velurr  of exports 
and reaittances is presuned t o  be due t o  wqgi ing  or under-invoicing of exparts to avoid remitting 502 of the true 
value a l  exports. t o  the CentraI Bank at  ttlrcr lor, official rate. U n t  w t e p o r t e d  export value is briaq r m i t t e d  through 
the external accounts in  the free fiarkd. 5 





Covers medium and long-term debts o n l y ;  service obl igat ions  on external debt 
outstanding a t  end-1985. 

1985 Paiia Club rescheduling. 
\;lrf 

ce: ~ i r i i s ~ ~ ~ ' ~ , f  ?%rianee., External Debt Unit .  

@.. 

BEST AVAILABLE COPY 



1982 8909 err. rro~raa I1 recurlr 2 l  ?rogrnn JJ v l m l t  b l  - 

BESTAVAILABLE COPY 



TAX REVEhIUES BY SOURCE - - 

BEST AVAILABLE COPY 



Annex D 

DETAILED SCOPES OF WORK FOR THE DESIGN 
OF SOMALIA ECONOMIC REHABILITATION 

SECTOR GRANT (649-0143 

INTRODUCTION 

USAID a n t i c i p a t e s  u t i l i z i n g  its own r e sou rces  and s e v e r a l  I n d e f i n i t e  
Q u a n t i t y  Con t r ac t s  ( IQCsS) O r  Persona l  S e r v i c e s  Con t r ac t s  (PSC's) t o  do t h e  
f e a s i b i l i t y  and t e c h n i c a l ,  f i n a n c i a l ,  economic, s o c i a l  and a d m i n i s t r a t i v e  
ana lyses  necessary  t o  complete t h e  SECOR Program. The work w i l l  f o l l ow  t h e  
parameters  descr ibed  i n  The Po l i cy  Reform Agenda and The P r i v a t e  Sec to r  
Development Program. 

B. PUBLIC SECTOR REFORMS 

The SECOR g r a n t  p roposa l  w i l l  c o n t a i n  a  p u b l i c  s e c t o r  reform agenda t h a t  
w i l l  c o n s i s t  of t h e  fo l lowing  t h r e e  elements:  (1) c i v i l  s e r v i c e  reform; ( 2 )  
revenue gene ra t i on  and a d m i n i s t r a t i o n ;  and ( 3 )  budget r a t i o n a l i z a t i o n .  The 
des ign  work f o r  t h i s  agenda w i l l  r e q u i r e  t h e  s e r v i c e s  of two p u b l i c  p o l i c y  
s p e c i a l i s t  wi th  e x t e n s i v e  exper ience  and t r a i n i n g  i n  both p u b l i c  
a d m i n i s t r a t i o n  and economics. 

1. Publ ic  Po l i cy  S p e c i a l i s t  

The f u n c t i o n  of t h e  p u b l i c  p o l i c y  s p e c i a l i s t s  (PPS) w i l l  be t o  c a r r y  o u t  t h e  
fo l lowing  two p r i n c i p a l  assignments:  (1) t h e  c o n s o l i d a t i o n  and i n t e g r a t i o n  
of a  s e r i e s  of t e c h n i c a l  f e a s i b i l i t y  s t u d i e s  t o  be conducted on a l l  t h r e e  
agenda elements  p r i o r  t o  a c t u a l  des ign  work; and ( 2 )  t h e  w r i t i n g  of t h e  
g r a n t  p roposa l ,  i nco rpo ra t i ng  t h e  t e c h n i c a l  f e a s i b i l i t y  s t u d i e s  and a l l  
o the r  s e c t i o n s  a s  r equ i r ed  by A I D  p r o j e c t  p roposa ls .  

a .  Statement  of Work 

Based upon a  review of t h e  work of o t h e r  c o n s u l t a n t s ,  a  review of l i t e r a t u r e  
on o t h e r  s i m i l a r  p r o j e c t s ,  and d i s c u s s i o n s  wi th  t h e  GSDR, p r i v a t e  s e c t o r  
r e p r e s e n t a t i v e s ,  and o t h e r  donors t h e  PPS team w i l l  p r epa re  a  r e p o r t  f o r  
USAID.  This  r e p o r t  w i l l :  

( i  ) Describe i n  d e t a i l ,  t h e  key p u b l i c  s e c t o r  p o l i c y  i s s u e s  and t h e  
parameters  f o r  address ing  them wi th in  t h e  s t r u c t u r e  of a  s e c t o r  
g r an t .  

( i i)  Recommend an agenda f o r  t ak ing  a c t i o n  t o  r e so lve  t h e  i s s u e s .  

(iii) Develop ways i n  which t h e  Po l i cy  Reform Agenda may be implemented 
over a  f i v e  t o  t e n  yea r  time frame. I n  doing t h i s  t h e  PPS team may 
g i v e  d i f f e r e n t  s c e n a r i e s ,  r e l a t i v e  c o s t s  and b e n e f i t s  of each 
scena r io ,  and op t ions  f o r  add re s s ing  each scenar io .  



( i v )  Spec i fy  a list of t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g ,  equipment, and 
supply requirements  necessary  t o  accomplish t h e  reform agenda. 

( v )  Inco rpo ra t e  any o t h e r  in format ion  a s  r equ i r ed  by s t anda rd  A I D  
r e g u l a t i o n s  governing p r o j e c t  paper submissions.  

b. Level of E f f o r t  and Expe r t i s e  Required 

I t  is a n t i c i p a t e d  t h a t  3PM of a s s i s t a n c e  w i l l  be requi red .  The members of 
t h e  PPS team should have a gradua te  degree i n  economics and p u b l i c  
admin i s t r a t i on .  They should have 5-10 y e a r s  exper ience  i n  developing 
c o u n t r i e s ,  working on p u b l i c  s e c t o r  reform i s s u e s ,  p r e f e r a b l y  a t  s e n i o r  
l e v e l s  of government and p r e f e r a b l y  on donor-funded p r o j e c t s .  

2. C i v i l  Se rv i ce  Reform 

The GSDR and t h e  donor community have d i s cus sed  t h e  C i v i l  S e r v i c e  Reform 
(CSR) f o r  s e v e r a l  years .  SECOR w i l l  a t t emp t  t o  e s t a b l i s h  a C i v i l  S e r v i c e  
Commission a s  w e l l  a s  undertaking o r g a n i z a t i o n a l  reform wi th in  t h e  Minis t ry  
of Finance, Minis t ry  of Revenue and Min i s t ry  of Education. The a n a l y s i s  
r equ i r ed  under t h i s  s tudy  w i l l  r e l y  heav i ly  on work being done under t h e  
SOMTAD Pro j ec t .  

a .  Statement  of Work 

( i) .  Analyse and d e s c r i b e  t h e  needs of t h e  GSDR i n  terms of CSR, i n  t h e  
l i g h t  of p a s t  work and t h e  c u r r e n t  work under SOMTAD and o t h e r  donor 
a c t i v i t y .  

Perform a n  i n s t i t u t i o n a l  and s t r u c t u r a l  a n a l y s i s  of t h e  M i n i s t r i e s  of 
Finance, Revenue, and Education. This  a n a l y s i s  should c o n s i s t  of a 
comprehensive examination of t h e  p r e s e n t  c i v i l  s e r v i c e  o r g a n i z a t i o n  
i n  each of t h e s e  m i n i s t r i e s ,  and t h e i r  p r e s e n t  ope ra t i ng  budgets.  
Th i s  comprehensive examination w i l l  ana lyze  t h e  fol lowing:  t h e  
number of employees a t  each l e v e l ;  job p o s i t i o n s  and job c a t e g o r i e s  
a t  each l e v e l ;  pay s c a l e s  and o t h e r  compensation schemes; 
p o l i c i e s / p r a c t i c e s  governing h i r i n g ,  promotions,  t r a n s f e r s ,  and 
sepa ra t i ons .  

(iii). Design a time-phased program t o  reorganize  t h e  t h r e e  m i n i s t r i e s  i n  
ways c o n s i s t e n t  with t h e  o v e r a l l  o b j e c t i v e s  of SECOR. The 
r eo rgan iza t ion  program should be r e a l i s t i c  and d e p i c t  ach ievable  
ou tpu t s  over a s p e c i f i e d  time-frame of no more than  f i v e  yea r s .  The  
program should a l s o  recommend a p p r o p r i a t e  l e v e l s  of t e c h n i c a l  
a s s i s t a n c e ,  t r a i n i n g ,  equipment, and ope ra t i ng  budgets t h a t  would be 
r equ i r ed  by each m i n i s t r y  t o  ach ieve  t h e  s p e c i f i e d  t a r g e t s .  T h e  
program may a l s o  p r e s e n t  d i f f e r e n t  reform s c e n a r i o s  , t h e  r e l a t i v e  
c o s t s  and b e n e f i t s  of each scena r io ;  and g i v e  op t ions  f o r  p rog re s s  
under each scenar io .  



( i v ) .  Design program t o  e s t a b l i s h  a func t ion ing  c i v i l  s e r v i c e  commission. 
The program should d e p i c t  a ch i evab le  o u t p u t s  dur ing  a s p e c i f i e d  
time-frame no t  t o  exceed f i v e  years .  I t  should a l s o  p r e s c r i b e  t h e  
t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g ,  s t u d i e s ,  equipment, and o p e r a t i n g  
budgets  t h a t  would be r equ i r ed  t o  implement such a program. 

b. Level of E f f o r t  and Expe r t i s e  Required 

To c a r r y  o u t  t h e  above assignment w i l l  r e q u i r e  t h e  s e r v i c e s  of two 
s p e c i a l i s t s  who have both ex t ens ive  (5-10 y e a r s )  exper ience  i n  ana lyz ing  and 
r e s t r u c t u r i n g  c i v i l  s e r v i c e  o rgan iza t ions ,  p o l i c i e s ,  o r  p r a c t i c e s ,  i n  $bird 
world c o u n t r i e s ,  Both s p e c i a l i s t s  should have done a good p o r t i o n  of t h e i r  
work i n  Af r i ca ,  and should have g radua t e  t r a i n i n g  i n  p u b l i c  a d m i n i s t r a t i o n ,  

* p u b l i c  p o l i c y  formula t ion ,  and economics. e 

3 .  Revenue Generat ion and Adminis t ra t ion  

In  o rde r  t o  domes t ica l ly  f i n a n c e  t h e  p u b l i c  s e c t o r  reform program i t  w i l l  be 
necessary  f o r  GSDR revenues t o  be increased .  This  revenue i n c r e a s e  should 
be achieved i n  ways t h a t  a r e  c o n s i s t e n t  wi th  GSDR development o b j e c t i v e s ,  
i.e., t h e  a d d i t i o n a l  t a x e s  should no t  r e s u l t  i n  undue d i s i n c e n t i v e s  t o  
product ion  o r  expor t s ,  and t h e r e  should be a g e n e r a l  understanding of who 
w i l l  bear t h e  burden of e x i s t i n g  and a d d i t i o n a l  t axes .  I t  is a l s o  e s s e n t i a l  
t h a t  t h e  t a x  system be buoyant a n d ' e l a s t i c  s o  t h a t  revenues w i l l  n a t u r a l l y  
i n c r e a s e ,  wi th  i n f l a t i o n  and GDP growth. 

A t  t h e  p r e s e n t  time t h e  revenue system is d e f i c i e n t  i n  s e v e r a l  r e s p e c t s .  
Although i t  appears  t h a t  t h e  GSDR p l a c e s  a h igh  p r i o r i t y  on inc reased  
revenue genera t ion .  I t  is not  c l e a r  t h a t  t h e  Min i s t ry  of Revenue (MOR) has  
t h e  c a p a b i l i t y  t o  ana lyse  t h e  t a x  p o l i c y  i s s u e s  a s  t hey  r e l a t e  t o  o v e r a l l  
development o b j e c t i v e s .  Furthermore, t h e  MOR is  unable t o  en fo rce  p o l i c i e s  
and r e g u l a t i o n s  t h a t  now e x i s t  a s  p a r t  of Somal ia ' s  t a x  codes.  An a n a l y s i s  
i s  needed t o  determine what changes a r e  needed i n  GSDR t a x  p o l i c i e s  and what 
t ypes  of t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g ,  f u r t h e r  ana lyses ,  equipment, and 
s u p p l i e s ,  a r e  needed t o  s t r e n g t h e n  t h e  GSDR1s c a p a c i t y  t o  ana lyze  t a x  i s s u e s  
and formula te  t a x  po l i cy .  I n  a d d i t i o n ,  an a n a l y s i s  is needed t o  determine 
what changes a r e  needed t o  s t r e n g t h e n  t h e  i n s t i t u t i o n a l  c a p a b i l i t y  of t h e  
MOR t o  t i g h t e n  i t s  c o n t r o l  over  and more c a r e f u l l y  enforce ,  e x i s t i n g  
p o l i c i e s  and p r a c t i c e s  i n  revenue c o l l e c t i o n s .  

a. Statement  of Work 

The s tudy  w i l l  i nc lude  t h e  fo l lowing  tasks:  

(i) The a n a l y s i s  of t h e  e x i s t i n g  t a x  system, i n  both p o l i c y  and p r a c t i c e ,  
recommendations f o r  improvements, and i d e n t i f i c a t i o n  of a r e a s  f o r  
f u r t h e r  s tudy.  This  inc ludes :  1) an a n a l y s i s  of t h e  t a x  base and 
assessment of t h e  l e v e l  of t ax  e f f o r t s ,  2 )  t h e  a n a l y s i s  of i s s u e s  
r e l a t e d  t o  t h e  impact of t h e  system on i n c e n t i v e s  t o  produce and 
expor t ,  3 )  t h e  a n a l y s i s  of import t a x e s  t o  d i f f e r e n t i a t e  between 
revenue gene ra t i on  and import p r o j e c t i o n  o b j e c t i v e s  and t o  i d e n t i f y  



ways of. s imp l i fy ing  t h e  r a t e  s t r u c t u r e ,  4 )  an  assessment  of t h e  
buoyancy and e l a s t i c i t y  of t h e  t a x  system, and 5 )  t h e  p re l imina ry  
i d e n t i f i c a t i o n  of t a x  measures t o  i n c r e a s e  revenue i n  ways t h a t  a r e  
c o n s i s t e n t  wi th  o v e r a l l  development o b j e c t i v e s .  

(ii) An assessment  of t h e  c a p a b i l i t y  of t h e  GSDR t o  ana lyze  t a x  i s s u e s  and 
formula te  t a x  po l icy .  Based on t h i s  assessment ,  recommend t e c h n i c a l  
a s s i s t a n c e  and t r a i n i n g  t o  s t r e n g t h e n  t h e  a n a l y t i c a l  c a p a b i l i t i e s  of 
t h e  MOR. 

(iii) The a n a l y s i s  of i s s u e s  r e l a t e d  t o  l o c a l  revenue g e n e r a t i o n  and t h e  
d e c e n t r a l i z a t i o n  of government s e r v i c e s .  This  i nc ludes :  1) t h e  
i d e n t i f i c a t i o n  of a l l  t a x e s  ab  t h e  r eg iona l ,  d i s t r i c t ,  and v i l l a g e  
l e v e l s ,  2 )  assessment  of o v e r a l l  GSDR p o l i c y  regard ing  l o c a l  revenue 
gene ra t i on  , and recommendations f o r  improvements, 3 )  i d e n t i f i c a t i o n  
of l o c a l  revenue gene ra t i on  measures t h a t  could  he lp  a l l e v i a t e  GSDR 
budget c o n s t r a i n t s  and improve t h e  l e v e l  of government s e r v i c e s  a t  
t h e  l o c a l  l e v e l ,  and 4 )  i d e n t i f y  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  
needs t o  i n c r e a s e  t h e  GSDR c a p a c i t y  t o  add re s s  i s s u e s  r e l a t e d  t o  
l o c a l  revenue genera t ion .  

( i v )  A s t udy  of t h e  p o s s i b i l i t y  of an earmarked t a x  on l i v e s t o c k  expor t  t o  
f i n a n c e  s e l e c t e d  government s e r v i c e s  t o  t h e  l i v e s t o c k  s e c t o r .  This  
w i l l  inc lude :  1) an e s t i m a t e  of t h e  c o s t  of e x i s t i n g  and planned 
s e r v i c e s  t o  t h e  l i v e s t o c k  s e c t o r ,  2 )  a p re l imina ry  assessment  of t h e  
l i v e s t o c k  expor t  market (p roduc t s ,  q u a n t i t i e s ,  d e s t i n a t i o n s ,  
compe t i t i venes s ) ,  3 )  an  assessment  of t h e  impact of e x i s t i n g  expor t  
t a x e s  and a p o s s i b l e  earmarked t a x  on t h e  compet i t iveness  of 
l i v e s t o c k  expor t s ,  and 4)  recommendations regard ing  t h e  des ign ,  
a d m i n i s t r a t i o n  and p o s s i b l e  u se s  of an earmarked t ax .  

( v i )  An a n a l y s i s  of enforcement,  and d e l i n e a t i o n  of r e a l i s t i c  a l t e r n a t i v e  
a c t i o n s  f o r  s t r eng then ing  i n s t i t u t i o n a l  c a p a b i l i t y  of t h e  GSDR i n  
gene ra l ,  and t h e  MOR i n  p a r t i c u l a r ,  f o r  imposing t i g h t e r  c o n t r o l  over  
t h e  e n t i r e  p roces s  of revenue c o l l e c t i o n  and disbursement.  

b. Level of E f f o r t  and Expe r t i s e  Required 

The above t a s k s  w i l l  r e q u i r e  a t h r e e  person team f o r  a pe r iod  of s i x  weeks .  
The team w i l l  c o n s i s t  o f :  

i. A p u b l i c  f i nance  economist t o  ana lyze  o v e r a l l  t a x  p o l i c y  and a s s e s s  
GSDR c a p a c i t y  t o  ana lyze  t a x  i s s u e s ,  and formula te  t a x  p o l i c y ,  and 
en fo rce  t a x  r egu la t i ons .  This  person would a l s o  be t h e  team l eade r .  
H e  should have s e v e r a l  y e a r s  of exper ience  adv i s ing  governments on 
pub l i c  f i nance  p o l i c y  i s s u e s  i n  developing c o u n t r i e s ,  p r e f e r a b l y  
A£ r i c a .  

ii. A pub l i c  f i nance  economist wi th  s p e c i a l  e x p e r t i s e  i n  l o c a l  revenue 
genera t ion .  This  person should have s e v e r a l  yea r s  of exper ience  as  a 
pub l i c  f i nance  economist i n  developing c o u n t r i e s .  



iii. An agricultural economist with expertise in the analysis of 
livestock export markets. This person should have experience in 
analyzing African livestock export markets, He should also be 
familiar with bhe use of earmarked taxes to pay for services related 
to the production and marketing of agricultural exports, e,g., 
francophone West African countries. 

4. Budget Rationalization 

The GSDR has not published a budget in recent years, The last publicly 
available document is the Minister of Finance's budget statement of 
Parliament at the beginning of 1986. This document includes a summary 
budget for 1985 which divides the budget into four broad categories for each 
ministry. There is no evidence that there is final reconciliation between 
budgeted amount and what was actually spent. There is also no evidence that 
there is an annual budget exercise that systematically relates resource 
aUocations to government programs and objectives. Finally, the GSDR 
excludes the receipt and expenditure of donor-generated counterpart funds 
which make up most of the budgets of the economic and social ministries. 

The objective of this analysis is to analyze the existing budget and 
accounting system of the GSDR, recommend improvements, and design a 
technical assistance and training project to introduce an effective and 
comprehensive budget and accounting system. 

Statement of Work 

(i) Describe the GSDR budget system as it is supposed to work and as it 
actually works. Recommend improvements in the budgets system based 
on established budgeting principles, including PPBS. Particular 
attention should be given to setting up a comprehensive budget that 
covers the receipt, disbursements, and use of all counterpart funds. 

(ii) Describe the GSDR expenditure control system as it is supposed to 
work and as it actually works. Recommend improvements to 1) improve 
accountability and 2 )  establish a clear and timely link between 
actual expenditures and budgeted line items. 

(iii) Idenbify technical assistance, training, additional analyses, 
equipment, and supplies, for introducing improved budgeting and 
expenditure control methods in the GSDR. 

b. Level of Effort and Expertise Required 

A two person team will be needed for a period of four weeks: 

(i) A programming and budgeting specialist with experience in working 
with British and other budgeting systems used in developing 
countries. This person should be able to deal with the political and 
public policy issues related to changing budgeting systems, specially 
the introduction of comprehensive budget. 



(ii) A f i s c a l  management s p e c i a l i s t  t o  ana lyze  t h e  GSDR system of 
expendi ture  c o n t r o l s .  Th i s  person should have p rev ious  exper ience  
working wi th  c e n t r a l  government budgets  i n  developing c o u n t r i e s .  

PRIVATE SECTOR TEAM 

a. Statement  of Work 

( i)  Analyze t h e  needs f o r  f i n a n c i n g  and c r e d i t  by businessmen d e s c r i b i n g  
t o  t h e  e x t e n t  p o s s i b l e  formal  and informal  e x i s t i n g  c r e d i t  mechanisms 
and t h e i r  c o n s t r a i n t s  and l i m i t a t i o n s .  Based on t h i s  a n a l y s i s ,  
recommend o p t i o n s  f o r  p rovid ing  c r e d i t  f o r  t ypes  of commodities 
proposed f o r  t h e  i n f r a s t r u c t u r e  s e c t o r .  

(ii) Develop an  a d m i n i s t r a t i v e  mechanism f o r  implementing t h e  SECOR 
P r i v a t e  Sec to r  Development Program (PSDP). The mechanism should t a k e  
i n t o  account  t h e  i n s t i t u t i o n a l  c o n s t r a i n t s  of t h e  GSDR and t h e  
p o t e n t i a l  manpower l i m i t a t i o n s  of USAID. Any a d m i n i s t r a t i v e  
mechanism should be focussed pu re ly  on t h e  Program and should l i m i t  
i n s t i t u t i o n a l  s t r eng then ing  of t h e  GSDR. 

(iii) F e a s i b i l i t y ,  c o s t  a n a l y s i s  and t e c h n i c a l  a n a l y s i s  w i l l  be performed 
f o r  t h e  a c t i v i t i e s  a n t i c i p a t e d  under SECOR. Th i s  w i l l  i n c lude  
a n a l y s i s  f o r  t h e  Kismayo Water System, Ba rde re - J i l i b  Road, 
Mogadishu-Adale Road, p r i v a t e  s e c t o r  water  development and road 
maintenance a s  well a s  t h e  p o s s i b i l i t y  of equipment l e a s i n g  e n t i t y .  

( i v )  I n s t i t u t i o n a l  ana lyses  must be performed on t h e  f e a s i b i l i t y  of t h e  
p r i v a t e  s e c t o r  under tak ing  t h e  major a c t i v i t i e s  descr ibed .  A program 
of t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  should be developed f o r  both t h e  
p r i v a t e  s e c t o r  and t h e  GSDR i n  terms of c o n t r a c t i n g  wi th  t h e  p r i v a t e  
s e c t o r .  

b. Level of E f f o r t  and Expe r t i s e  Required 

( i)  Investment  anki kin^ S p e c i a l i s t  (2 .5  P.M). Advisor w i l l  be r e spons ib l e  
f o r  e s t a b l i s h i n g  c r e d i t  mechanism and f o r  o v e r a l l  a d m i n i s t r a t i v e  
mechanism. S p e c i a l i s t  should have s e n i o r  l e v e l  q u a l i f i c a t i o n s  i n  
s i m i l a r  t ype  work wi th  e x t e n s i v e  expe r i ence  i n  t h e  t h i r d  world t h e  
Mid-east and Afr ica .  

( i i) P r i v a t e  Sec to r  Development S p e c i a l i s t  ( 2 . 0  P.M). Advisor w i l l  review 
p o t e n t i a l  e n t e r p r i s e s  a s  well a s  make recommendations f o r  t h e  
t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  r e sou rces  necessary  t o  ach i eve  
p r o j e c t  o b j e c t i v e s .  S p e c i a l i s t  should have ex t ens ive  exper ience  i n  
development of bus iness  i n  t h e  t h i r d  world, e s p e c i a l l y  i n  t h e  
Mid-East and Afr ica .  

(iii) S o c i a l  S c i e n t i s t  (1 .0  P.M), Advisor w i l l  review suggested 
i n t e r a c t i o n s  i n  l i g h t  of s o c i o - c u l t u r a l  c o n d i t i o n s  and make 
recommendations concerning s o c i o - c u l t u r a l  f e a s i b i l i t y .  Advisor 
should have g radua t e  degree i n  a  r e l e v a n t  s o c i a l  s c i e n c e  w i t h  Somali 
experience.  



iq, Transport Equipment Specialist. (75 P.M.). Advisor will determine 
equipment and supply needs for private sector road maififenance and 
construction. Advisor will develop road maintenance activity and 
suggest technical assistance and training needs for the private 
sector and the Ministry of Public Works. 

v. Water Engineer I (75 P,M). Advisor will determine final design of 
Kismayo Water System. 

vi. Water Engineer I1 (75 PeM). Advisor will develop P,S. water 
development component, suggesting equipment needs, technical 
assistance and training needs for the private sector and the Water 
Development Authority (WDA). 

v i e  Utility Specialisb (1.5), Advisor will review ifistitutional 
capability of Kismayo Water Authority make recommendations and design 
a program to develop the Authority to make it self-sufficient over 
time. The advisor will also determine the technical assistance and 
training needs of the Authority. 

viii. Procurement Specialist (1.0) Develop the GSDR procurement system. 
Make recommendations for improving the system. Design a program for 
contracting between the GSDR and the private sector. Program should 
include technical assistance and training needs, 

xi, TePecommunications Specialists (75 P.M), Advisor will put together 
equipment list and specifications for satellite station. 

X. Economist (1.0 P.M). Advisor will establish economic feasibility of 
suggested enterprises. 



ANNEX E  
ILLUSTRTIVE LIST OF ACTIVITIES I N  'El E INFRA STRUCTURE SECTOR 

a ,  Water Development 

( i )  D r i l l i n g  a n d  R e h a b i l i t a t i o n  o f  Wells 

P r o j e c t i o n s ,  deve loped  b y  M u i s  Berger I n t e r n a t i o n a l ,  t o  1990 ,  
i n d i c a t e  a  growth i n  water consumption t o  o v e r  1.5 b i l l i o n  c u b i c  
m e t e r s ,  compared t o  a p p r o x i m a t e l y  1 - 2  b i l l i o n  c u b i c  meters c u r r e n t l y  
consumed. The l i o n s  s h a r e ,  a p p r o x i m a t e l y  78% o f  water consumption 
w i l l  come from r i v e r  d i v e r s i o n ,  1 4  p e r c e n t  w i l l  come from ground 
d e p r e s s i o n  s u c h  a s  wars and  berkads .  Water from d r i l l e d  and  hand-dug 
wells w i l l  a c c o u n t  f o r  a p p r o x i m a t e l y  e i g h t  p e r c e n t  o f  t h e  t o t a l  
consumption. T h i s  w i l l  r e q u i r e  a  d r i l l i n g  program c o n s i s t i n g  o f  
a p p r o x i m a t e l y  180 wells p e r  y e a r  by 1990,  w e l l  above t h e  c u r r e n t  
a d m i n i s t r a t i v e  a n d  t e c h n i c a l  c a p a c i t y  o f  t h e  GSDR t o  implement. I f  
improved maintenance and r e h a b i l i t a t i o n  p r o c e d u r e s  can b e  i n s t i t u t e d ,  
t h e  needed new p r o d u c t i o n  c o u l d  b e  l e s s e n e d  c o n s i d e r a b l y .  In  
a d d i t i o n ,  i f  c u r r e n t  r e g u l a t i o n s  can b e  modi f i ed ,  t h e  p r i v a t e  s e c t o r  
can t a k e  a  more a c t i v e  r o l e  i n  t h e  maintenance and  r e h a b i l i t a t i o n  
program and e v e n t u a l l y  u n d e r t a k e  t h e  m a j o r i t y  o f  t h e  w e l l  d r i l l i n g  
o p e r a t i o n s  i n  t h e  c o u n t r y ,  

The Water Development Agency (WDA) and  The M i n i s t r y  o f  M i n e r a l s  and 
Water Resources  a r e  now s e r i o u s l y  c o n s i d e r i n g  a  program which w i l l  
e n a b l e  them t o  t r a n s f e r  some o f  t h e  government owned wells t o  t h e  
p r i v a t e  s e c t o r .  ( S e e  BB/23/00650/87). The WDA and t h e  M i n i s t r y  w i l l  
need t e c h n i c a l  a s s i s t a n c e  t o  e s t a b l i s h  ways on b e s t  implementing t h i s  
program. SECOR c o u l d  p r o v i d e  t h e  t e c h n i c a l  a s s i s t a n c e  and t r a i n i n g  
t o  t h e  GSDR t o  implement t h i s  Program. I n  a d d i t i o n  t o  t e c h n i c a l  
a s s i s t a n c e  t o  community g roups  and i n d i v i d u a l s ,  SECOR cou ld  fund a  
w e l l  maintenance and  r e h a b i l i t a t i o n  program t h r o u g h  t h e  p r i v a t e  
s e c t o r .  Components o f  t h e  program would i n c l u d e :  ( i )  a  s u r v e y  t o  
d e t e r m i n e  t h e  p r e c i s e  l o c a t i o n  and  c o n d i t i o n  o f  non-opera t iona l  
wells; ( i i )  t h e  r e h a b i l i t a t i o n  o r  abandoned o r  non-opera t iona l  w e l l s ;  
( i i i)  r o u t i n e  p r i v a t e  s e c t o r  c o n t r a c t  main tenance  program f o r  
r e h a b i l i t a t e d  w e l l s ;  ( i v )  r o u t i n e  w e l l  o p e r a t i o n s  program. 

C o n c u r r e n t l y ,  SECOR c o u l d  fund  equipment needs  f o r  an  a c t i v e  p r i v a t e  
s e c t o r  w e l l - d r i l l i n g  program. WDA h a s  had good r e s u l t s  from t h e  
number o f  w e l l s  d r i l l e d  by t h e  p r i v a t e  s e c t o r  under t h e  Comprehens~ve  
Groundwater Development P r o j e c t .  There is no reason  t o  b e l i e v e  t h e  
p r i v a t e  s e c t o r  c o u l d  n o t  s i g n i f i c a n t l y  i n c r e a s e  t h e  number o f  w e l l s  
dug f o r  WDA on a  c o n t r a c t  b a s i s  a s  w e l l  a s ,  f o r  o t h e r  donors  and 
o r g a n i z a t i o n s .  From our  p r e l i m i n a r y  investigations t h e  l i m i t i n g  
f a c t o r  a p p e a r s  t o  b e  t h e  a v a i l a b i l i t y  o f  f o r e i g n  exchange f o r  
d r i l l i n g  r i g s  and  s p a r e  p a r t s  t o  a s s u r e  c o n t i n u o u s  o p e r a t i o n s .  In 
a d d i t i o n  f i n a n c i n g  w i l l  have  t o  b e  a d d r e s s e d ,  s i n c e  many of  t h e  
" b i g - t i c k e t w  i t e m s  needed,  s u c h  a s  r o t a r y  d r i l l i n g  r i g s  c o s t i n g  
approx imate ly  b 5 0 0 , 0 0 0  each w i l l  r e q u i r e  f i n a n c i n g .  



Local cur rency  c o s t s  a s s o c i a t e d  w i th  t h e  program could  i n i t i a l l y  be 
f inanced  from s h i l l i n g s  genera ted  through t h e  Cash S a l e s  Program o r  
t h e  CIP. Such an  arrangement should be on a d e c l i n i n g  bas i s .  The 
i n t e n t i o n  is t o  make t h e  program dependent upon an e f f e c t i v e  
d e c e n t r a l i z e d  use r  f e e  program. 

(ii) Water D i s t r i b u t i o n  Systems 

A second a r e a  i n  which SECOR may a s s i s t  i n  t h e  water  development 
s e c t o r  is t h e  r e h a b i l i t a t i o n  and development of t h e  Kismayo Water 
Supply. A t  t h e  r e q u e s t  of t h e  Min i s t e r  of Minerals  and Water 
Resourees,  USAID w i l l  soon undertake a f i e l d  a p p r a i s a l  of t h e  c o s t s  
involved i n  t h e  new des ign  of t h e  p h y s i c a l  system, SECOR could fund 
t h e  equipment c o s t s  of r e h a b i l i t a t i n g  t h e  system through p r i v a t e  
Somali c o n t r a c t o r s ,  i f  a program can be e s t a b l i s h e d  t h a t  w i l l  a s s u r e  
t h a t  t h e  ope ra t i on  and replacement c o s t s  of t h e  system can be 
assured.  SECOR would provide  t h e  r e sou rces  t o  e s t a b l i s h  and 
s t r e n g t h e n  t h e  Kismayo Water Authori ty ,  i n  an a t t empt  t o  e s t a b l i s h  a 
v i a b l e ,  long-term i n s t i t u t i o n a l  c a p a c i t y  t o  run a s  a modern p u b l i c  
s e c t o r  u t i l i t y .  Kismayo is t h e  c a p i t a l  of t h e  Lower Jubba reg ion  and 
is t h e  t h i r d  l a r g e s t  c e n t e r  of popula t ion  i n  Somalia. Succes s fu l ly  
implementing t h e  Kismayo Water Program would demonstrate  t o  t h e  GSDR 
t h e  importance of u se r  f e e s  and c a l c u l a t i n g  r e c u r r e n t  c o s t s  i n t o  
development a c t i v i t i e s .  The Kismayo water  a c t i v i t y  w i l l  a l s o  s e r v e  
a s  d i r e c t  l i n k  t o  p r i v a t e  s e c t o r  development i n  t h e  Lower Jubba. 
Local currency f o r  t h e  a c t i v i t y  could be genera ted  through t h e  Sec to r  
Grant and would be con t ingen t  upon an  agreed upon program of reform 
and use r  f e e s  being designed and implemented, USAID expec t s  
t e c h n i c a l  a s s i s t a n c e  would be needed t o  supe rv i se  t h e  c o n s t r u c t i o n  
c o n t r a c t .  The t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g  and equipment w i l l  a l s o  
be needed t o  s t r e n g t h e n  t h e  Author i ty  t o  make it an e f f e c t i v e  u t i l i t y .  

Curren t ly ,  A I D  is funding t h e  r e c o n s t r u c t i o n  of t h e  Kismayo Por t .  I n  
a d d i t i o n ,  Kismayo w i l l  b e n e f i t  a s  one of t h e  t h r e e  r eg iona l  
qua ran t ine  c e n t e r s  under t h e  Livestock Marketing and Heal th  P r o j e c t .  
The EEC has  pledged t o  a s s i s t  t h e  GSDR wi th  t h e  construction of t h e  
Kismayo-Laboi road which w i l l  s e r v e  a s  a l i n k  i n  opening Somalia t o  
Kenya. Kismayo w i l l  a l s o  s e r v e  a s  a key commercial c e n t e r ,  
b e n e f i t i n g  from t h e  p o t e n t i a l  development of t h e  Jubba Val ley.  A l l  
t h e s e  f a c t o r s  make it c r u c i a l  t h a t  an  adequate  supply of water f o r  
both domestic and commercial purposes  be developed i f  t h e  Kismayo 
region is t o  be developed i n  t h e  long-term. 

b. Road Maintenance and Recons t ruc t ion  

Somalia has a 7,000 k i lometer  network of primary and secondary 
roads.  This  network cove r s  t h e  count ry  and i s  a v i t a l  l i n k  i n  
n a t i o n a l ,  and l o c a l  development. The network is i n  need of ex t ens ive  
r e p a i r ,  s i n c e  i n  its p r e s e n t  cond i t i on ,  goods and s e r v i c e s  cannot  be 
t r anspo r t ed  over ex t ens ive  s e c t i o n s  of t h e  network i n  a c o s t  
e f f e c t i v e  manner. In  essence a comprehensive maintenance program 
must be i n i t i a t e d  t o  prevent  t h e  l o s s  of Somal ia ' s  cons ide rab l e  
investment i n  roads. 



In 1985 The World Bank funded a study that provided for a five year 
plan for the maintenance and rehabilitation of the nations road 
system. The plan addressed the policy, organizational and equipment 
needs required to put the road network into reasonable condition, In 
1985 prices, the total cost of the maintenance program amounts to 
$50.2 million of which $32.7 million was foreign exchange. This 
figure does not include the cost of reconsCruction of several 
sections of the National Highway system amounting to an additional 
$20.2 million, The Council of Ministries accepted the conclusions 
and recoinmendatfoni of the study in March, 1986 and have requested 
donor support to assisti in financing the required road maintenance 
pragram. The organizational changes that have been enacted include: 
i) elevating the Civil Engineering Division ICED) of the Ministry of 
Public Works and Housing from a department to a Directorate; ii) 
atbracting qualified staff; iii) developing management and technical 
training programs, and %v) drafting a Road Act and Road Traffic Act 
to strengthen the legal foundation of Somalia's highway related 
responsibilities. v) LBI is developing a user fee schedule f ~ r  
funding an on-going road maintenance program. 

To date donor support for the maintenance reconstruction program 
includes : 

(i) The World Bank is currently funding a program of technical assistance 
and training to the CEDI and restoration of the bridge network on 
National Highway 1 between Bulo Burti and Beled Weyne. 

The EEC is currently funding several road/bridge design contracbs in 
the Jubba abd Shebelli Valleys. Furthermore, it is providing a grant 
of ECU 3.0 million for road maintenance equipment and materials for 
use on the Afgoi-Jilib road link. 

In addition, the GSDR has made application to the African Development 
Bank for assistance amounting to approximately $26.0 million for the 
reconstruction of the Balad-Jowhar Road; and for a five year 
maintenance program essentially for National Highway 1 linking 
Mogadishu with Hargeisa in the north. 

USAID believes the private sector could be used extensively in the 
maintenance program, and could work similarly to the water 
development program. The program has the advantage of having an 
experienced contractor currently operating in Somalia. In addition 
the GSDR considers this a high priority area and has already 
initiated major institutional and organizational changes necessary to 
get an effective program off the ground. AID involvement would be 
contingent upon the implementation of the fuel user fee and the 
actual earmarking of these fees for road maintenance. In addition ko 
road maintenance is the definite potential for the development of 
private sector capacity for road construction. 

Telecommunications 

The Ministry of Post and Telecommunications has requested AID 
assistance in the preparation of a maberials list and cost figures to 
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upgrade or replace the Somali ear th s ta t ion  to  make it compatible 
w i t h  the new generation of s a t e l l i t e s .  In October 1985, U S A I D  
contracted w i t h  Teleconsult t o  perform the required analyses. Under 
SECOR resources could be made available t o  fund the necessary 
equipment and provide assistance t o  the Ministry of Post and 
Telecommunications t o  upgrade or replace the Somali ear th s ta t ion  a t  
Karaan. 
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Annex F 

Min i s t ry  of F i s h e r i e s  Continues Move Towards 
Increased  P r i v a t i z a t i o n .  

Mogadishu 04179 Min i s t e r  of Educat ion Speech a t  Donor 
Coordinat ion Sub-committee on Primary Education. 

Letter FB/23/00650/87 From The General Manager of Water Development 
Agency. 
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T E C H N I C A L  AfiD V C C A T I O N A L  E D U C A T I O N  I N  ORDER TC I N C R X A S  E 63 
T H E I R  C A P A C I T Y  ANP P N H A N C E  E C O N O M I C  D E V F L O P V E N T .  T C  D C  
T H I S  T H E  M I N I S T R Y  D E C I D E D  T O  IMPRCVE T H 3  X X I S T I N G  
T E C H N I C A L  A N D  V O C A T I O N A L  S C B O O L S  ZY: - IG 

B) U P G R A D I  MG TEACHER Q U A L I T Y  . 
- C P R O D U C T I O N  AND D I S T R I B U T I O N  OF I N S T R U C T I O N A L  

M A T E R I A L S  , 

D) I IL?PROVING T H E  Q U A L I T Y  A N D  G U A N T I T Y  OF E Q U I P M E N T .  
E 

P 

5.  S T R E N G T B E N I N S  THE S U P E R V I S O R Y  AND E A N A G E H I A L  
. . F U N C T I O W S  CF TFE S Y S T E W .  

6 .  D E V I S I N G  S T R A T X G I E S  TO MAXIWI ZE THE. EFFI C I E M T  W SE OF 
T H E  R E S O U R C L S  A V A I L A E L T  TO U S .  

7 .  I M P R O V I N G  DONCR C O O R D I N A T I O N  AND S U P F O R T  BY 
E L I M P  N A T I N G  WASTAGE AND REDUNDANCY.  

8. I M P R O V I N G  T E E  P R I M A R Y  S T Y  
THROUGE DECEN T R A L I Z A T I  O N  A N D  - 
A D M I N I S T R A T I O N .  F I V E  ELEYEKT 

STEM AT THE L O C A L  
S T R E N G T H E N I N G  T H E  
S ARE B A S I C  TO T H  

1;EVEL 
L O C A L  
S 

F O R  
I T E A C H E R  T R A I N I N G ,  S U P E R V I S I O N  P L A N N I N G ,  M A T E R I A L  

D I S T R I B U T I O N  AND S T O R A G E ,  AND S C H O O L  B U I L I X N G  . 
T O  A T T A I N  T B I S  GOAL W I L L  ' R E Q U I R E  I N C R E A S E D  S T A F F  
D E V E L O P M E N T  A N D . S U P P 0 R T  FOR T H E  L C C A L  O F F I C E S .  

THE F O C A L  PCINT O F  THIS P L A N  O F  E D U C A T I O N  I S  P R I M A R Y  
E D U C A T I O N  FOR T E A T  I S  T H E  AREA T H A T  NEEDS T H E  G R E A T E S T  
A T T E N T I O N  AT T H I S  TIME. HOWEVER, AS T H E  EXPERIENCES OF 
N A T I O N S  THROUGHOUT THZ V O R L D  E A V E  SHOWN, NO PROGRAM O F  
S D U C A T I O N  FOR C H I L D R E N  CAN S U C C E E D  W I T H O U T  CCMCOMITANT 
S U P P O R T  FOR TEE D E V E L O P M E N T  OF L I T E R A C Y  I N  T H E  A D U L T  
'COMMUNITY. T O  T B I S  END THE MINISTRY OF E D U C A T I O N  W I L L  
ALSO S T R E S S  T E E  I M P O ~ T A N C E  O F  NONFORMAL E D U C A T I O N  . 
A D U L T  L I T E R A C Y  PROGRAMS W I L L  BE LINKED WITH P R I M A R Y  
E D U C A T T O N  A N D  WHEREVER T H E R E  I S  A P R I M A R Y  S C H O O L ,  T H E R E  
TOO WILL T H E R E  EE E V E N I N G  C L A S S E S  F O R  A E U L T S .  I N  

- A D D I T I O N ,  F A M I L Y  L I F E  CXNTGBS W I L L  THACB WOMEN HOME 
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BASED ACTIVITIZS TO S U P P O R T  T H E  W E L F A R E  OF T P I  HOME AND 
FAMILY. 1 r .?PY) - i P a  i - 
T H E  S U C C E S S  O F  T H I S  A M B I T I O U S ,  H E R O I C  PLAN W I L L  L A R G E L Y  
D E P E N D  ON OUR E F F O R T S ,  BUT YOUR SUPPORT A N D  A S S I S T A N C E  
I S  E S S ' E N T I A L .  W I T B  OUR E F F O R T S  A V D  Y O U E  C O N T I N U E D  AND 

; I N C R E A S E D  S U P P O R T  WE MAY BE ON T H h  T H R E S H O L D  O F  A NEW 
I. 

E M  IN E D U C A T I O N ,  A  D E C A D E  AGO T B I S  C O U h T R Y  L A U N C H E D  AE 
E D U C A T I O N A L  CAMPAIGN T E A T  WAS S O  S U C C E S S F U L  I T  A T T A I N E D  
f N T E R N A T I O N A L  R E C O G N I T I O N  AND A C C L A I M .  PFRRAPS T O G E T R E R  ----  
wa ~ ; A N  3I.Li~i Z 6 i i . i ~  ~ruijri.dER G ~ ~ J A Y  G A P P A X G ' U  'I'Hpql' 11  1 . 1 .  

R E T U R N  U S  T O  T H E  H E I G H T S  OF PAST A C C O M P L I S H M E N T S .  

U N C L A S  
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I C A K N O T  C O N C U L D B  MY SPEECP WITHOUT T H A N Y I N G  YOU FOE g 
TCUR GEKUPNF IKTEREST AND EFFCRTS. I WISE TC I 

P A R T  ICULARLY TBANS T R E  GOOD OFF1 CES OF UK ICEP FOR 
SPONSCRING TBIS GATBERING. I HOPE THAT WILL NOT EE 
LA$? OF SUGE YXETINGS, TYAT Y E  Y I L L  XRXT A G A I N  j!;; YC29 
T0Gr;TEER FOR T I E  DEVELOPMXNT or E D U C A T I O N  I N *  SQEEiAEIA. 
UNQUOTE, @ ,  

4. BASER Oh' DISCUSSIONS WITH IBRB, U N P G l F P  IEES STAFF, 
AND THE MINISTRY, U S A I D  WILL HAVE A PRIMAEY EDUCBTIGM 
COMPONENT I N  THE BY 1988 NEW START PIP), NOW I N  
? R E P A R A T I O N ,  BAWSQN 
ET 
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MY, L. Cohen 
MS ss ion  Director  
USAID, Somalia 

The Water Development Agency a r c 1  the  Ministry of Minerals and Water Resources 
a r e  now i n  a pos i t ion  t o  consiCer the  implementation c~ f  a program which enables 
them t o  t r ans fe r  some of the  gcTrernment owned water w t t Z l s  t o  t he  p r iva t e  sector .  

A re ference  t o  t h i s  matter has been i n  t he  s tudy of LHI on the  p r i v a t e  s e c t o r  
pi l r t ic ipat ion i n  Somalia's water resource development,, This study recommends a 
ten-year program of water indus t ry  development f o r  Somalia t o  be ca r r i ed  out  i n  
t h ree  phases. 

Hcwever, t he  study needs furthex* assessment i n  order  t o  be more r e a l i s t i c  w d  
eicii ly applicable. The Vater De'elopment Agency is planning t o  t r a n s f e r  some of 
t i e  s t a t e  owned ex is t ing  water wells t o  t he  p r i v a t e  s c c t o r  but t o  implement t h i s  - ' 
i d e a  the re  a r e  a l o t  of options t o  consider and l o t  cfi quest ions t o  answer. Among 
these a r e  t h e  following: 

1. Total o r  pa r t i d l  t r ans fe r  of the property ownershir. - t o  whom t o  t r ans fe r?  
community l i k e  v i l l a g e  committees o r  a s i n g l e  perscn? How can t h e  investment cos t  
be recovered o r  should WDA "as to  drop i t  o r  i t  h x  t o  t r ans fe r  on a loan  
pay-back bases of the invest.xent? 

2. P a r t i a l  t r ans fe r  of the  ownership on share  holding bases and i f  s o  what share 
w i l l  be given pr be transfer?-:d t o  the. p r iva t e  sec tor?  

T 

3. Contracting, f i r s t  the  operati.0n of a subs t an t i a l  pc~r t ion  of i t s  wells  t o  t he  
Somali p r iva t e  communities. 



4@ What i s  the best  beneficial  r o l e  t o  be assumed by WDA i n  order t o  have an 
effec t ive  water resource 3evelopment program i n  ~orn*ia ? 

These and. other  points m e  the  key i ssues  t o  be addressed before we proceed 
the implementation of o w  pPmo To aar%ress these i ssues  %he Agmcy w eds 
t o  ge t  inputs  from donor eom unities f n  order to achieve a success A! - - 
implementation of this progrm, therefore , we hereby formdly request USAID 
t o  a s s f s t  us fa% the  implementation of t W s  program, The kind of ass is tance  
we need can Qe t h e  following but not  l imited to; lay down a s t e p  by s t ep  
impPementaticJh. p l a n  t o  operate and maintain the  water t r d l s  in? S s m d l i a  
and introduce a water use Il,cg.Eslationc - 

ccs Ministry of E n e r d l s  and 
Water Resource 
Mogadishu 

Ehg, Ahmed Mohamoud Handull e 
w . 

Water Development Agency 
-.* 



Annex G 

Description of UNBP Tax Policies and Administration Activity with The 
Ministry of Revenue. 



betor (A= Class d Code) 

Sub-Sector (ACC Class arid Code) 

:Tax &%kits and ~ % r a & i r n  

:WEIQ/BO3/aIC%%POII b a t i o n  : 2 pars 

:bseitutias &i%dbg 

:Bireee Supprc 

:UN!IP:02 - General W e l o p n t  Issues 
:UNDP:0230 - Public Pdminiseration 

Exeat ing tZgEncy 

Est i?uted Starting Date 

G x e m n t  Inplts 

LWP I n ~ t  s 

Gwc cmn t Implement ing Agency :.%istry of Revenue 

:United Nations Departmnt of Teck?ic,il 

Cooperation For Developrent 

: l January 1983 Project Site : >bgadishu 

:(In Kind) : So. Shs 91 1,0(k3 

:US $ 617,OCO 

This Project Ducurrnt an d its annews constitute the Agrearrnt m g  the Signatories. 

Date 
on behalf of the Werrrrent 

on behalf of the ~ t i n g  Agency 

cn behalf of the United Nations 



PART T. =BL C O m  - -- --- 

This p o j o e t  BosuatseaP% ~ h a %  be the instmerat referred t o  

as such in ArticEe 9,  ;;~ul-ap,h 1 ,  of t h o  Assistanse moement 

i%e '3overnxnt Im;?lencn%ing &cnc& shall for thl? p r g o r c  

of t ! ~  Stw. :am3 Basic meement refer t o  t h e  Go-sem~ent  

So--o?nrotini; lL=nc,y dascribed i n  t h e  @ecrnef,to 

2 )  Zstabl i s h r x n t  o f  tax a u d i t  s y z t m s  m d  invest i"%t ion 

procedures su??ort 3c! 3;' re1 o v a s t  :qtidelines ,znr? 3 ~ 7 ~ 9 1  s i , ~ :  

o r i c r  t o  rcducc caees of trix an2 cus tom c?uties under- 

assessment, undcru~luatior, mc! undcr-collection. 



%ART T I C c  Spceial cons idera t ion  

%Tone 

I n  vie?; of t h e  30\:in,- imbdmcca ,  t:;c Sonal i  Covernncnt 

a2optcd a m j o r  aLjustnent p-o;--?-~c in 1955 v i t h  a rcnctrcc? 

com?itnent t o  sustain p o l i c ~  rcfonas  to rc:?uce i n f l  st inn and 

t h e  balance of pqjncnts  d e f i c i t  'rnd a t  i d a t e  economy a c t i v i t y .  

The core of the adjustment ~~~~~~e cmprises a major 

devaluation, the es tab l i shnent  of a f r e e  f o r e i s  e x c h a n p  market 

for most nonyovernment t r ansac t ionc ,  t h e  v i r t u a l  e l imina t ion  



To ccmplete the  above-cntioned tax r n c a m e s ,  t h e  G o v ~ r m e n t  

has enphasiecd thc nccd for stnlctural LT?. & i n i s t r a t i v e  

refonns t o  improve tax a i h i n i o t r a t i o n  ant2 audit. Ex t r ao rd imry  



= 2  m o ~ t  c r i t i c s 1  c x r t r n i : ~ t  tcr ~ E C  .?A.?lnists?tio:? m", 

inglcmentzt ion ?roc&.~;rcc 1 iec i n  tl-9 lnc': of $3 in-hourc 

t c c h n i c z l  az?. r o f : r , n i o r s l  c s ~ b i l  it;- f o r  $3;; i n f ~ r m l t  i?:: 

:?therin;, c o l l c c t i m  cn l  3x6 i . t .  To i : ~ l ; ? .  stros-1 inin: sz? 
- -. ~tren,t:r,enim, t'.c :.rr.istr; of  ?,cvc~uer r ;  caaz3iPit;- in t h i r :  

w e a s ,  t h e  sc r r iccs  of t a x  ?o l i cy ,  z - ? ~ i r , i s t r 3 t i o n  n d  c u r t c c r  

acl.v:sors, s u ~ ? l e m n t c ?  by p e r s o n ~ c l  t r a i n i n ,  c r c  r e q u i r e d  

d u r i n g  t h e  p e r i o d  1 J m u n r y  1987 - 31 December 1988. Hovrevcr, 

t h e  t c c k n i c a l  c~:?port that t h i s  c o n t r i h t i o n  w i l l  make posz i5 le  

w i l l  be cruoial f o r  t h e  return of S m a l i a  t o  sustained 

economic recwcIn j  ?.1(1 po:rt!~. The s z i n  elements of t h e  

required su?par t  m e  indicstcd.  i n  t!:c n e x t  ?-3;rt of t h e  p r e s m t  

Dcxntnent . 



Related t o  Wcdia te  objcctivo 1.. 

9:2 Femzt of re>orti2z fin d i c t r l c t  
offices to dircctoratce to 
I E ~ i ? t r ;  of Rcvcnuc ; 

Selatcd t o  inmcdiate objective 3: 

3: 1 train in^ :216. cminar  promannos i n  
all key areas t o  a t t a i n  self -  
rcliancc in cus tms  md tax 
adninis t ra t  ion; 



Related to the out- of fmediats ebjec%%ve ' I t  
DC 

Drax up 3ic?e.lines and rna.mds 
on twiff) excise, incmc a d  
property t a x  s p t c n s  methods and 
proccdurc ; 

Related to t he  o u t p t  of immediate obJect ive 3: 

Identify suitable t r a i n i n 5  courses 
and sclcct  staff f o r  overseas 
trainins;  

Select suitable participants for 
group trainin&/study tours and 
select countries and o r p i e a t i o n  
for the purpose 



i b i l  it ier; 
t o  be 

triff a r e  

2. Premises E Z I ~  cquipmnt 

The Covernnent ell a r r a n s  f o r  a ;?propria tc  
and mff i c i cn t  office space t o  accomodate 
project nsna,mont and staff &.Id t r i l l  provide 
necersary office materials f o r  projectts 
f a c i l i t a t i o n ,  

3. Local travel 
The Ilmrasnont will s r r anp  for appropriate 
tranrrport for national staff in order t o  
facilitate prqject implemantation. 



I %  m/" ccm-icco of a Tax Policy 
Mviscr a d  Chief Technical r%13.viser 
res~csnsibPc TOP ~verall projcc-tr 
smz;cccnt, add sin^ on t= goliey 
iss-:?s, ( i e ~ i ~ i n g  ncva syrtcns znd 
inprsvin, cxist i n s  ones =d traf niw, 
n a t i o m l  cou~tcpga+ts; 

2. A s s i . m e n t  of support stzff 

13.01 72 m/n scrv iccs  o f  s e c r c t a r i ~ s / t ; ~ i s t ~ ;  

13.02 24 m,fn oerviccs of drivers; 

3. Official t r a v e l  

A t o t a l  of $ 6,000 is providcd to w e t  the 
cost of travel, dur ing  a m i p c n t ,  b~ 
international otaff. 

BEST AVAILABLE COPY i 

Job 6 x c r i p t i o m  with rcquircd q u a l i f i c a t i o n s  
and Zuticr nre  a t t schzd  as h a c x  3 ( ~ 4 )  



Hitssion esst 

$ 3,008 Po ?rcNided for mission to be 
fielded by DTCS). 

Training - 
I total of $69,030 is arovfded for the  
fol%awinc aativitics: 

31.00 PcPlomhip:: &d bhor t  study t o w s  
to selected developing c m t r i e s  t o  
sf p%* operat ionaP s:atcns; 

32.40 Scn inws  an:! msu? t r a i n i n g  courses; 

-r .  .,lsccll Zl:n_our, 

FYovision f o r  ;iisceLlzneow :m?cziscs arisin: 
durin~ ?ro jcct i iqlenentat  ion  includinc those 
f o r  o?eratFoc a d  m i n t  enmce of ecpi-ment is 
;r 9,ooo* 

PART IS H. Preparation of 'ilork Plan 

A deta i led  ~10rkp1 .m f o r  the p ro  j c c t   ill be prepared 
by the Adviser in Tax PO~LC~/CTA and agreed with t h e  
Govenunent, UNDP and Execut in& Agency not l a t e r  than 
four months & e r  p r o j e c t t s  inccpt ion.  The agreed 
workplan will be a t t a c h e d  t o  t h e  pro joc t  Document tis an 
annex and will lx ebnsidered as p a r t  of that doomtent. 
A tentative workplan (Annex 4) will proride guidance in 
tha preparation of the  detailed vroxkplan. 

PEST AVAILABLE COPY 



P r n  IX J .  Deoaloplellt sum - C m f  =ti cms 
The success of the projecrk wi l l  depend in part an the act ivit ies  
prosecuted by the Qmmment t o  oamwmicate t o  conuamied parties 
the implications of -a in tax administration endl 
implerneptation procedures. The Xinia try  of Revenue sad Q-tiher 
concerned Cowrzxnent bodies should coordinate relevant 
information sddreesing enterplpi~es end the pnblic, 

PBfsa 11: Kc Xnatitutfonal Framework 

The cen%raf t a  aad =tams col$eeting body in Soma3ia is the 
f b in i e tq  of Reverne which is headed by a Misister. The Ministry 
of Rewme i s  cornposed of the foPl&ng departments aad 
directmates t 

a Secretariat m i c e  of the Minister 
b Department of Stotf Estf cs sad Research 
o Department of Xnsgwtfaa and Control 
cP 1 General DFreoPorate of BFreat Ta+stiaa respazuaiWe 

%m property, ixoaas aad basinslss profit taxation 
e )  CeneraJ. Direearate of fnaireot Taxation responsible fop ssles, 

ew%sei registration and &her indireot tarse, - .  
f) hrrerrl Mrecrtarate of Cuatans reteponrsible for in& and 
aqod drrtiea re well as stamp taxea. 

Rrs Direatmates of D i r e a t  and 'Endiraot Tssrtim ooordiarte the  
activities of 13 diatriota and 17 rsgiana entrusted with the 
muesammt aad oolleotiaa of tcrraa. Harraosr, the bulk of coatam 
aad taz rases~~l lant  aad aollection aativities is locrated in 



PART II L. P r i o r  ohlf:*z.tions an2 pre rcqu i s i t c s  

The Governqmf : r i l l  undertake t o  sssi;;n suitabls 

eountcr2cr.t o t o  ::or!: :d th  t>o intsrncticn?.l gro joot  st&'%. 

B u r i ~  e::acutf on of the pro jcct  tke Government ' ?:ill, prf or 

t o  +he r c c r u i t w n t  of ccch . t : ~ ~ c r t ,  confirm tho  nomin;?tFon 

and waif abi l  ltg of a su i  tz?11 e couztcrpart  o r  c o u t e r p a r t s  . 

P;BT f 11. Schcfiuler: o? FTonitorin~, Zhzluzt i o n  and Re?orts 

A. T r i p a r t i t e  Reviews 

The p r o j e c t  w i l l  be subjec t  t o  arnual  t r i p a r t i t e  

re vie:^ i n  accordmce w i t h  the 2 o l i c i e s  and procedures 

e s t ab l i shed  f o r  t h i s  purpose bj UNDP, f o r  monitoring . 
projec t  and p r o n a m e  implementation. The f i r s t  such 

review should t a k e  place within 12 months of the  

arrival of the first i n t e rna t iona l  expert .  

The need for zm evalua t ion  will be  determined in courne 

of p r o j e c t  implementation. The organization, terms of 

of re ference  and t iming  of t h e  el-aluation w i l l  be decided 

by consfiltation between the Covernmcnt, IIM)P and XED,. 

BE§ 7 A VAlkAB6.E COPY 





Annex 1 j 

I 

Project Budqet Coveting 

Government Contribution in Kind 

(En Somali S h i l l i n g s )  

Total 1987 1 9% 

m/m So. Sh m / m  S o S h .  m/m S 0 . S h  

Govsrnment Staff -- 

Director of Department 24 72080 12 36000 12 36000 

Senior counterparts 6 4 .  120000 30 W 30 6WXl 

Staff counterparts 14 4 259200 , 72 129000 72 129600 

Typists 48 72000 2 4 36000 2 4 36000 

Driver 24 30000 , 12 15000 12 15000 

-- - - - 

Component Total 70C 553200 150 275500 I50 776600 

Premises and equipment 240000 

Local travel 

Sundry 

Grand Total ?OO 9 1100G 153 455523 159 455500 



I- 
I- 

*
 

P
 

3
 

t-' 

I-
' 

I-
' 

4
 

-
4
 
w
 

w
 

i7
 
0

 

P
P

P
 

N
N

N
 

I-
' If 

2
1
 

4
 

I-
' 

m
Q

\
D

 
W

 
0
. 

V
l 

L
n
 
0

 
I

.
 

-
.

-
 

0
 

.c
I 

0
0

0
 

I 
s 

- 0
 

0
 

0
 

0
0

0
 

0
 
0
 

I-
' I: 

I-
' 

W
 

W
 

W
\

D
l

 
V

i 
0

 0
 

/b
 b

 
. m 

. 
. 

0
 
0

 
0

 0
 

0
 

0
 0
 

0
0
.
 
0
 

o
 
o
 



SO. 00 

Non ~xpendable 

Component Total 

MiscePPaneous 

Maintenance 

Sundry . 

Component Total 

GRAND TOTAL 

SO. 000 



rrviaving the nat ional  tar and eust;saas systems with a vim 
to atreamlining assessacat, valuation a d  csUectise system 
and procedures ; 

quantifying the expcc%ed yield ai selective taxes  and sueoms 
-2 caeeisar dzt ies  to be iri.eppldl~l.ca% sna/or sxtandlcd. in S d i a ;  

datermining the price effwt of those measures; 

developing apbropriate m a a a g a n a a t  r e s o r t i n g  system at t h e  
d i s t r i c t s ,  depwtmtnts  snd di rec to ra txs  levels ; 

s a t i n g  up tax audit system m d  investigation p r o c d m e s ;  

drafting rdevunt leg is l s t ioa ,  rules and reguPebtionsr; 

coordinatin$ the work 0% the edvisers i n  tax and customs 
sdmfnistratiorn; 

.nhsPcing the tax m d  c'wtans s k i l l s  of n a t i o n a l  staff 
through training techniques arrd organization of e t m i a a r s ;  aud 

performing any other duties that may be entrusted to him % 

from t im to time by the Yinistry of Revenue. 

gualifications: Mvanced university degree i n  economics with specialization is 
tau;stion; vide expairnee in t a x  policy aad administration at 
the mtional . level ;  p r s v i o w  swcricnse i n  comparable ;fork in 
Sonalia or in countries v i t h  similar economic aad fiscal 
citeuraatancss . 





Rsqruese from the GctsporPlrnari% sf the Demoeratie - -- 

Rapublie of Somalia 

Post Ti&%@ : 

Bwertioml: 

Date ??squired: 

. Dx%y Station: 

Dut ies  : 7318 Advises w i l l  be atteched to %he Minisfxy o f  Revenue where 
under %he ganeffa% d irec t ion  of the  Director 0% the Dep-taent 
of Statistics and R Q S ~ ~ T C ~  a8d in  close coope~at ien  with the 
Birectorebtes of D i ~ e c t  bnd Indirect Taxation and i n  coLla5ora- 
tioa w i t h  the international and national s taf f  he w i l l  assist 
in : 

1. designing practical  s t e p s  aecessary t o  bplemeat direct  
and indirect tax revenues, iac ludisg  orgsnizstionab 
~ h a w e s  in Tnx D ~ P C G ~ ( ; ( % P B % ~ S ;  

3. designing data processing aad other infomation sys f  ems 
for tax  assessmat, coUcct ion and audit purposes, v i t h  
eqhas i s  on cross-checking of information collected by 
d id fa fea t  units of the Tax a d  Customs Directorates; 

L. reviewing t h e  exist ing t a x  bcgis%ation vith emphasis on 
assesemeat and collec%ioe prseedurus, aad the  gystan of 
paaaftiee ; 

5 .  preparing guidelines and manudl3 in s c l e e t d  vwrk areas; 

6. rsdesigning forms, registers , etc . 
7.  training national counterparts on-the-job and t h r o u q h  

in-house seminars; and 

Qualif ications : 

8.  performing any other dut ies  t ha t  may be  ent rus ted  t a  hka 
from time to time by the %inistry af Ravenus. 

). 

Advanced university degree i n  economics v i a  special izat ion i n  
tax administration; vide expcriance in  tax administration at  
t h e  national, l e v e l ;  previous experience i n  c~uparable work i n  
Somalia or i n  countries vith similar ecanonic and fiscal. 
circumstances. 





Wrsjecte R 8 f m a  %a Tax Poficiss and Revenue 18dmfnfstrs%f€ia 

BuegP Station: 

1 

Qualifications : 

91%c Mvfres  w i l l  bs at;tashed to a m  Yfaaietry of Revenue where 
under the  genera% direction of %he Dirw$Qr of the  Dep-eat 
of StatisCics and Ressarsh sed in cfoee cooperation with the 
Dirrctorsta' of Custom snd in  cof%aboration with inturnaticsaal, 
and riatiansf stbff h e  w i l l ,  a s s i s t  in: 

1. improving and. stretunlining slearaeco procdures, e spec ia l ly  
for G r  t ravdsss;  

4. assassaent techniques of excise dut ies ,  including p h y s i c d  
surveillance; 

5 .  improving custams vdutatioa; 

6. training ns+ioadl. C O K r 6 t e q ~ a  on-the-job and through f a-house 
seminars; and 

performing any o t h w  duties that may be entrusted t o  him 
from time to % b e  by the Ministry sf Revmu+. 

Advanced university degrsr i n  economics with special izat ion i n  
ceurtan and excise abministration; vid. experimcr in  cuat4ms 
and excise administration a t  the national l eve l ;  previous 
rxprritltcr i n  comparabl+ vork in  Somslia or in  countries v i t h  
similar economic and f i s c a l  circmstaocas. 

English, bnowladgs of  Italian desirable. 







AMOX 5 j - 

I 
i 

ORGM11ZATf010 OF TSE: PROJECT 
I 

General Resi#nsibiliti8s 

b. Tha Gavemm.ot, the  Um3P and tcge Exasutbg Agency s h U  Join* be 

responsible for the executioo o f  the project and the raa l i sa t ioa  of i ts  

obJsctives as described i n  Part XI of t h i s  R o j s c t  Doctl~unt. I 

2. The Govermwnt sholl provide to the pro jec t  the national oroject  

personnel, training f a c i l i t i e s ,  land,  buildiags , equipncnt and o t h e r  
I 

required services and f a c i l i t i e s .  I t  w i l l  designate the Government 

Co-opeating Agency named i n  t h e  cover page o r  t h i s  d o c w n t ,  vhich w i l l  

hereinafter be referred to as the "Co-operating Agcsncy" and which wiU, 

b e  dir+l:tly r e s ~ o n s i b l c  for tha  h?l--%stion of t h e  Govormcnt contr i5u-  

t ion  t o  the project.  - 
3. The UXDP undertakes to chmplament and supplamrnt the Govnmmsnt's 

participation end w i l l  provid8 through the  Executing Agency the required 

expert services ,  training, oquipmnt arid other services within  the funds 

evailebla to  the proj.ct .  

b .  Upon cozrnn~canant of thr, project the "wcocutiag Agency msy be requested 

to r s s ~ u  primary r s s p a a s i b i l i t y  for u s c u t i o n .  X o v r v s t ,  that primary 

rasponsibiLity t h r l l  b r  exarcisad i n  ccmaultation aad i n  agreement vith 

the C o d p n s t i n g  Agency. Arrsng~llrnts to t h i s  e f fac t  s h a l l  br  a t i p u l a t d  
I 

in t ~ e  p r o J ~ t  work PI- as v ~ '  aa for the t raosi .~ .  of  t h i s  r e s p o n s i b i l i n  

t o  the  Govement  or to  an mtity Stsignatad by the Govarnmart during 

t h e  execution of the project. 

5. P a r t  of the G o m n m a n t ' a  participation may take the  ?om of a cash 

/.... 



coata%baioxa tie, wP, SWIX ca;sae, the ~ e e ~ i m  ~ g r a c y  ~s%fi p v i d a  

t h o  rafsbtsd services and fasibitfes arrd wfff 8@6om$ axaaPP;BUy to %hm 

Psmoticfpatisa o f  the (Psverment; 

6 ,  The OeveL'ernent shabPlb proride ta the  prqjeet the s a ~ ~ K c s s ,  6eguiepiam$ 

f ~ c i $ i t f e s  in ?&e q m a t i t i e a  a13 be the S~PIII thms spe~19ied Work 

E4Pan, Budgetary provision - either i n  kind or in essh - for the 

Gavanment'e part ic ipat ion so specified shall be set forth in tba Project 

3udgets. 

9 .  %he Co-operating Agcmcy shali in consul ta t ion  vith the Executing 

Ageaey assign a director fop the project on a f U - % b m  basis. Be s$a l$  

c a r r y  ou% a u S  rasgoaisibilitiss in %ha pro jec t  as are assigned. to h h  by 

the Co-operating Agency. 

8. The e s t h t a d  coat  of  itam included in  the Goveramunt c o n t r i b u t i o n ,  

as dseaibed i n  the Project B u d g e ,  shall be bass8 cm the b e s t  indowstion 

ssvailablm at  the tine of drafting t h i s  Budget prego8a.l. I t  is undms-d 

\ 
I that g r i m  fluetuatians during the period of executfaa of t h e  project may 

' 

n e c e s s i t a t e  60 adJum8nt of said contribution i n  monetary t e rns ;  the 

lrttsr at a U  tfnm shall be d e t d n e d  by the  value of  the serv ices ,  

equi-pant and facilities required for t h e  p r o w  axocution o f  tha project.  

9 .  Withiq the g i v a  armrib8r of m-months of personnel services described 

in the Work Plan &nor adjustmsnts of individual aasignmcnts of project 

pe~sonne l  provided by the .3ovclrmeat may b e  made by the Covsrnment i n  

consaltation with the Executing Agency, if t h i s  i s  found to be i n  the 

bast interests  of the projact. 

/. . . . 



10. The Cbvermnent sha l l  cont inue  t o  ptq the l o c d  salaries MB 

appropriate allowances of national. project psrronnll, during t h e  p e r i d  

sf t h e i r  absence from %he project while  in LmP f ' d e v s h f p s ,  

%1. The Government s h a l  defray any customs duties  and o t h e r  charges 

rdbated t o  t h e  c l ea rance  of p rod tc t  equipment, it8 t r a n s p a r t a t i o n ,  

haadl ing s t o r w e  and r e l a t e d  ucpenses w i t h i n  the country. It  s h a l l  be 

r e spons ib l e  f o r  safe custody of t h e  equipnent ,  i t s  i n s t a l ~ a t i o n *  and 

n a i n t m a a c e ,  insurance ,  aad replacement i f  necessary , a f t e r  d e l i v e r y  t o  

the project s i t e .  

12 .  The Sovernaent s h a l l  make a v a i l a b l e  t o  t h e  ?roJect - suSJcct t o  
L I 

e x i s t i n g  secur i ty  ? r w i s i o n s  - any publ ished and unpublished r e p o r t s ,  

maps, records  and o the r  data vhich are considered necessary  t o  t h e  

implementation of  t h e  ?rod ecZ. 

13 .  Tha Govenrment s h a l l  a s s i s t  a l l  p r o j e c t  aersonnel  i n  f ind ing  suitable 

housing accomodation a t  reasonable r e n t s .  

It. 121. s e r v i c e s  and f a c i l i t i e s  s p e c i f i e d  i n  t h e  Work Plan which are w 

be provided t o  t h e  p r o j e c t  by t h e  Govrcrnment by  means of a con t r ibu t ion  

i n  cash shall be  s e t  forth i n  tha P r o j e c t  h i g e t .  Payment of this amount 

s h a l l  be made i n  l o c a l  currency to  tha  W P  i n  accordance with t h e  Schedule 

of Peymenta by the Government. 

1 5 .  Payment  o f  t h e  abov~-mmntionad c o n t r i b u t i o n  t o  the UI'IDP on or be fo re  

t h r  d a t e s  s p e c i f i e d  i n  t h e  Schedule of Payments by the Oorsramrrnt i8.s 

pre- requis i te  t o  coamenccm.nt o r  cont inua t ion  of project operations. 



3udgwmz-y pravision for *$be UNDP coetlributisra as specf%iQB s U  be set a 

forth in the Project Bulge%, 

1 9 .  TlPr Zxecu%fag Agarrcy e U  sonsult with the C'knxm~bmmt, BO t h e  
BI 

candidature of  the  Chief Techniseb Adviser (cTA) who, under the direc t ion  

of  the Executing Agmey, w i U  be rsspdnsibla in t h e  count ry  f o r  t h e  Executing 

Agency's participation i n  the project .  The CTA s h a l l  su~srvise the experts 
l 

and other Agency persollrzsl assignad t o  tha pro,jee$, md %he on-the-gob 

t r a i n i n g  o f  nat ional  p r o j e c t  I ) ~ F s ~ M ~ .  He sbs3% be responsi'bfe aar ?he 

sanagcment 'of a&P equipmeat prers~id.8 to the pro? e e t  from EDP funds.  

19. The b a c u t i n g  Agency, i n  cotlsultatios with t he  G o v ~ c n t ,  shall assign 

intarnational staff and o t h e r  p a r s ~ ~ t l  to the ? m j r c e  as sphci f ied  in the  

Work Plae, select candidates for faUowship8 a d  determine standards for 

t h e  training of nationaP project prrsowel, 

19. Fellowships s h a l l  be adabistartd i n  aecor&arnca w i t h  the idl lovships 

regulations of tho Executing Agarrcy. 

20.  The Exacvting Agency m y ,  in agreament v i t h  the  Govwmm8nt sad lJllDP, 

axscuto part or a l l  of tho project by subcontract. Tho seLsction of 

sub-coatrsctora aha l l  be made, after eoauultation vi th  the Governmot, ia 

accr~rds~cr  vith the Executing Agaacy'o proerdures. 

21. &ll material, equimant m d  suppliss which are purchaatd from UHDP 

resources will be used exclusively ' for the  exucution of  the project, and 

w i l l  rmain .the property of tbe UNi)P i n  whoso name it w i l l  be  held by the 



22. A r r ~ g m m u t s  may be msds, if necessary, for a t8aporar-y transfer 

of custody of aqulprmnt to lase2 authorities during the fifetime sf" the 

proJect , without p~mJudicm to the final t~ursiar, 

23. Prior to tho compldion of UZDP sssfataace to the project, t h e  

Govmrnnent, the &rid the Executing Agency s h a l l  consult aa t o  the 

dispasi t ion of d l  project equipent pro-rided by the UI(DP. Title to such 

equipeat shal l  nonneLUy be trensfured t o  %he Government, or t o  an entity 

norninatvd by the  Govhtnment, vhcn it i s  required for continued operstion 

of the p r o j e c t  or for s c t i v i t i e s  following directly therefrom. The imDP 
I 

may, havever,  a t  i t s  discret ion,  retain t i t l e  to  p a r t  or all of such 

equipment. 

24. A t  an agread tin8 after the  completion of UXDP as s i s tance  t o  t h e  

project ,  the  (;6~crnment and the  IIHDP, and if necessary the Executing Agency, 

s h a l l  review the act iv i t ies  continuing from or consequent upon the groject 

w i t h  8 view t o  evaluating i t s  results. 

1 

i \ F a c i l i t i e s ,  privileges and inmuniti es 

UiiDP and Exrcu-tin~ Agency prsannel 

' -  
I 25. In sccordmca w i t h  the agresment conclded by UN.DP and the Gova~ment 

I 
I concerning the provision of assistance, the personnel o f  UTDP and athu 
f .~ 

i United Nations organisations associated vith the project, aha l l  be accordad 

fac i l i t i e s ,  privileges and b u n i t i e e  spec i f ied  i n  t h e  sa id  sgr8ment. 



( c )  Br immune togqther v i th  a a i r  spouses and relatives dependent 

on t&~a from immigration restrictions; 

( d )  as asserded the  pr ivUegea  sf bringing in to  the  c o u e r y  
I 

reasonable m u n t s  of foreign currency for &he pqqmsa of 

viZM.raving my such CL~OUBZS brought .iohoo t h e  CO~GZL-Y, 3r, i~ 

accordance w i t h  the relevaat foreign exchange regulations, 

such arrrounts as may be eamtd therein by sueh persome1 i n  

t f r w  exmution of the project; 

( e )  & sccsrdd togathsr v i th t h e i r  spause and relatives dependent 

on th5 the same rapatriation fasilities in the event of 

fntmutionul crises as diplamatic envoys. 

27. AU personnel of the &lcuting w c y ' s  cmtractors sha l l  enjoy 

i n ~ d l a b i l i t y  for  all papma and doc-ta relating t o  tha project. 

28. Tbm Commmunt a h a l l  either sxndrpt from, or bear the cost of ,  auy 

taxes, dutf as, boms or levies which it may h p e n ~  on m y  ioraign firm 

or or&misartion which mcay be rrfaind by tha Ex~~cutiw Agancy and on the' 
I 

forsign pusonnrl of any such firxu or organisation i n  respect of:  

/... . 



obtdned loeably rap tho rrecu%ion of tho projsrct, suck as, 

for exl)nples petrol and spare part8  for t h e  sparat ion  a88 

. mainlrnaace of rquipmnt'scntioned wder (b) above, w i t h  the 

provis ion  tbat the  t y p e  md approximate quantities to be 

upon w i t h  the Covsrnrornt and, es appropriate,  recorded i n  t h e  

on0 privately owned avtomobile per rarployee, by the f i rm or 

orgaaisatian or its personneb for their personal use ~f 

conamaption or which, a e r  having been brought into tho 

29. 3% p~i~Ueg8s aid iakPmnities to which s w h  finn or organisation ~d 

its pgrstrmr.l msy be sntitl+d, rofemod to in tha paragraphs above, may 

be u i ~ a d  by tho  ~ u c k i n g  Agsncy vhare, in its opinion or in the opinion 

of the UEIDP, the immunity vould impad8 tho  course of Just ice and can be 



vtived w i t h o u t  prejtxlfce to the s ~ ~ ~ e m f u 1  camplsfiee of tho project 

or to 'me interest: of %!LO UEmP d the &ecut;fng Agemy, - - 

38. The Exscuting Agmey s U  proddr tihe  go^^$ through the 

Resident Representative wftB t&e IUs t  of p a s s m a  &o whom the p~ivileges 

and immunities enmrated above ahall, apply. 



Annex H 

Concept Cables 

state 205248 - Somalia Program Week Decisions and Conclusions. 

Mogadishu 07281 - Proposed Agenda For Mini-Donors Meeting Somalia. 



T O  A M I M E A S S T  M O G A D I S H U  P R I O R I T Y  5386 
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UNCLAS S E C ~ P O N  B l  O F  B B  STATP 205248 

a 

E.0, 12356: N/A  
' T A G S :  

S U E J E C T :  S O M A L I A  PROGRAM WEEK D E C I S I O N S ,  A N D  C O N C L U S I O N S  

1. STJEMARY. T H E  S O M A L I A  P S O G R A M  U N D E R W E N T  INTENSIVE 
REVIIW D U R I N G  T E F  WEIE OF MAY 26, 1966. T H I S  C A B L E  
R E C O R D S  THE KEY D E C I S I O N S ,  C O N C L U S I O N S  A N D  A C T I O N  
A S S I G N M E N T S  R E S U L T I N G  FROM T H I S  R T V I X W ;  ALL S E S S I O N S  
YERE C H A I R E D  B Y  D A A / A F R  L A R R Y  S A I E R S .  THE M P S S I Q N  W A S  
REPRESENTED BY D I R E C T O R  L O U %  S C O H E N ,  PROGRAM O P P I C E R  
A K I M  M A R T I N E Z ,  P R O G R A M  E C O N O M I S T  M E R E D I T H  S C O V I L L ,  AND 
ID1 R O G E R  G A R N E B .  T R E  WEFK P R O V I D E D  AN O P P O R T U N I T Y  F O R  
EOTB A I D / W  AND T H E  MISSION TO A I R  TBEIR V I E W S  C O M P L E T E L Y  
A N D  T E O R O U G H L Y  AS REGARDS TBE A C T I O N  P L A N ,  AES A N D  
P R O P O S E D  S I P E B B L E I  W A T E R  MANAGEMENT P R O J E C T  11'3 
P A R T I C U L A R .  T H E R E  WERE SEVERAL MAJOR D E C I S I O N S .  AS 

'REGARDS T H E  A C T I O N  P L A N ,  V6 A G R E E D  T H A T  WHILE TEE P L A N  
C A V E  A ZOQD SENSE OF D I N U C T I O N  AND S T E P S  P L A N N E D ,  TEE 
M I S S I O N  S H O U L D  D E V P L Q P  A C O N C E P T U A L  FRAMEWORK FOR I T S  
P O L I C Y  D I A L O Z U B  I N  C O N J U N C T I O N  W I T H  A WORLD BANK 
ARRANGED M I N I - D O N O R S  C O N F E R F N C F  TBI S SUMMER AND It4 
ADVANCE O F  TEE C O N S U L T A T 1 V . E  G R O U P  P L A N N E D  FOR T H I S  
F A L L ,  WE A L S O  A G R E E D  T O  I N C B P A S E  T H E  P R O P O R T I O N  OF 
N O N - P R O J E C T  A S S I S T A N C E  T O  B E T T E R  R E F L E C T  SOMALIA'S NEEDS 
AND C A P A C I T Y .  PVRTHER, WE DECIDED T O  T U R N  DOWN THE NEY 

S T A X  FY 1988 EHRFUNDED P R I M A R T  E D U C A T I O N  PROJECT. 
a c H % ~ ~ ~ P " ; - ~ ~  A G R E E D  TO C O N  SIDER THE P O S S I B I L I T Y  OF A D D I N G  

S O M A L I A  T O  THE LIST OF C O U N T R I E S  E L I G I B L E  FOR A F R I C A  
E C O N O M I C  P O L I C Y  REFORM P R O G R A M  A S S I S T A N C E ,  C O N C L U S I O N S  - 
A N D  D E C I S I O N S  D E S C R I B E D  E E L O Y  YERE R E V I E W E D  A N D  C L E A R E D  
W I T H  TRE M I S S I O N  D I R E C T O R  D U R I N G  AN O F F I C I A L  WRAPUPS 
S E S S I O N  C H A I R E D  B Y  DAA SAIERS. E N D  SUMMARY. 

\ C O N C L U S I O N I  W H I L E  S O H A L I A  HAS MADE ~ M P R E S S I V E  P R O G R E S S  . 
I N  L I B E R A L 1  Z I N G  G R A I N  PRICES, COMMODITY MARKETS, A N D  
F O R E I G N  EXCHANGE T R A D I N G ' ,  P U B L I C  FINANCES R E M A I N  
SFRTOf1ST.T OUT flP BALANCF. TO CORRECT THESE BALANCES. 
mi-- r n R* n m  WI m n  
rnf i  IL'.S. iii Iruwwnr r r  r n  O'ZHER CijiiGTiS;t++lST $fPcfiq 
THE C U R R P N T  PIECLMEAL A P P R O A C H  T O  A MORE .COMPPETiEN6,XVE,, . , 

E C O N O M I C  REFORM PROGRAM THAT INCLUDES: . . 
$ . , :- !? < - v ,  . 

, a " . * & .  . - .  .. .) 
I 

is:: 



R E F O R K  t - R j i > l ! r r ~ ' i  OF C l v i '  1. S E E T I C ?  Ah:) Iij(;K?k.zTD SP.SAPIrS 
- BUDGET R A T 1  O N A L I Z A T I O N  - REVENUE E N H A N C E M E N T  - F O R E I G N  P X C A A N G E  MANAGIMENT - DEBT I A N A G E M E N T  - T R I M M I N G  O F  P U B L I C  I N V E S T M E N T  P L A N  - E F F E C T I V E  DONOR R E S O U R C E  A L L O C A T I O N  

K I T E  IACE DOtJOIi P R O C E E D I N G  I N  PIECEMEAL F A S H I O N ,  I T  I S  
VERY HARD T O  A S S f S S  WBAT T E E  BEST A P P R O A C H  I S  T O  SUCE 
D I F F 1 C U I . T  I S S U I S  AS : A F O R E I G N  E X C H A N G I  A U C T I O N  SYSTEM, 
P A X A S T A T A L  R E F O R M ,  AND BUDGET R A T I O N A L I Z A T I O N  v 

THEREFORE, I T  I S  I M F E R A T I V h  T E A T  THE M A J O B  D O N O R S  M E E T  
P E I O R  T O  TBE F A L L  1986 C O N S U L T A T I V E  G R O U P  T O  S O R T  O U T  
A N D  P R I O R I T I Z E  THE MAJOR O B J E C T I V E S  F O R  S O M A L I A .  

3 .  A C T I O N  PLAN T A R G E T S .  

C O N C L U S I O N :  IN THE A B S E N C E  O F  AH AGREED UPON P O L I C Y  
R E F O R M  FRAMEWORK AMONG D O N O R S ,  T H E  P O L I C Y  A N D  PROGRAM 
P R I O R I T I E S  S B T  F O R T H  I N  T H E  A C T I O N  P L A N  APPEAR 
A P P R O P R I A T E  O N  T H E  WHOLE* S P E C I F I C , D E C I S I O N S  ON EACB 
T A R G E T  AND I S S U E  I D E N T I F I E D  IN THE I S S U E S  P A P E R  ARE AS 
FOLLOW : 

A .  S T A B I L I  Z A T I O N  , 
- WE W I L L  P U S H '  FOR A M I N I - D O N O R  M E Z T I N G  NEXT MONTH T O  
T A K E  UP T E E  I S S U E  OF E S T A B L I S H I N G  A COMMON P O L I C Y  R E F O R M  

.b 

FRAMEWORK AS P A R T  O F  I M P L E M E N T I N G  A N  I M F / W B  S P E C I A L  
S T R U C T U R A L  A D J U S T M E N T  PROGRAM.  T H E  T I M I N G  I S  P R O P I T I O U S  
B E C A U S E  T H E  IMF PROGRAM I S  P R E C A R I O U S  AND A NEW S T A N D B Y  
MUST BE N E G O T I A T E D  IN THE NEXT S E V E R A L  M O N T H S ,  AND THE 
C O N S U L T A T I V E  GROUP M E E T I N G  W I L L  BP HELD I N  T H L  FALL 
1986. A I D / W  WILL- FOLLOW U P  ON T H I S  W I T H  T H E  WORLD BANK 
$HORTLY AND P R O P O S E  THAT THE WORLD BANK T A K E  T H E  LEAD IN 
P R P P A R I N G  F O R  A M I N I - D O N O R  M E L T I N G  E A R L T  T H I S  SUMMER T O -  
R E A C H  A COMMON U N D E R S T A N D I N G  OF T B E  POLICY I S S U E S  THAT 
MUST EE A D D R E S S E D  AND TO LNSURE T H A T  THEY ARE A D E Q U A T G L T  
A N A L Y Z E D  A N D  R E C O M M E N D A T I O N S  MADE BEFORE T H E  CG.  T H I S  
WOULD EX D O N E  I N  LINE W I T H  BAKER P L A N S  FRAMEWORK. WE 
S H O U L D  A L S O  WORK T O  E N S U R E  THAT KEY D O N O R S  H A V E  A CHANCE 
TO REVIEW THE S C O P E  OF D O C U M E N T A T I O N  PRIOR T O  TEE CG. 

L - M I S S I O N  NEEDS T O  D E V E L O P  AN AGENDA W I T H  A RECOMMENDED 
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G E N E B A T P O N S  A N D .  SOMALI BUDGET B A T P O N A L % Z A T I Q N .  

- A L S O  Y E  W I L L  COFITINUF:  T O  E N C O U R A G E  D O N O R S  TO US'E 'THEIR 
L O C A L  C U R R E N C Y  FOR ON-BUDGET E X P F N S E S  AND EXPLORE VATS 
T O  USS L O C A L  CURRINCT D I R E C T L Y  TO S U P P O R T  R E F O R M  N X * I D % ,  
I N C L U D I N G  P O S S I B I L I T Y  O F  USING DA T O  P U R C H A S E  L O C A L  
C U B R E N C H  F O R  P R O J P C T  L O C A L  C O S T S  AND F U N D I N G  R E C U R R E N T  
COSTS A S  P A R T  O F  C I V I L  S E R V I C E  R E F O R M .  

B. P R I V A T F D = E C + O R  P T A P D A  GE DES A N D  S K I N S ,  P R I V A T E  
EANKING , A N D  P R I V A T I Z I N G  T E E  P E T R O L E U M  S E C T O R )  ARE 
R F A S O N A B L E  E L E M E N T S  EUT THE F U T U R E  D I A L O G U E  ON T H E  M O R E  
A D  H O C  REFORMS O F  T B I S  K I N D  S E O U L D  T A K E  P L A C E  I N  TBE 
C O N T I X T  OF A C O M P R E B E N S I V E  R E F O R M  P R Q G R A M ,  WE WILL LOOK 
T O  C O N S O L I D A T E  GAINS A N D  ALLOW THE PRIVATE SECTOR TO 
R E S P O N D  TO L I B E R A L I Z A T I O N o  W H I L E  WE C O N C E N T R A T E  O V E R  THE 
NEXT P E k R ' B R  T V O  ON P U B L I C  SECTOR BUDGET B A T I O N A L I  Z A T I  O N .  

C .  AGRICULTURE P R O D U C T I V I T Y ,  L I V E S T O C K  A N D  I R R I G A T I d N  
P R I O R I T I E S  ARE A P P R O P R I A T F .  F O O D  A I D  REMAINS 
P R O B L E M A T I C ,  S I N C E  T I M I N G  A N D  AMOUNT O F  U.S .  A N D  OTSER 
DONOR F O O D  S B I P M E N T S  C A N  CREATE D I S I N C E N T I V E  E F F E C T S  AND 
U N D E R M I N E  G R A I R  M A R K E T I N G  L I B E B A L % Z A T I O N  A N D  E X P A N S I O N  
OF L O C A L  P R O D U C T I O N ,  WE WILL S U G G E S T  F O O D  A I D  BE P L A C E D  
O N  M I N I - D O N O R  G R O W  A G E N D A .  

4,  P R O J E C T  I M P L E M E N T A T I O N *  

C O N C L U S I O N :  D E L A Y S  I N  I M P L E M E N T A T I O N  CAN B E  D I R E C T L Y  

T R A C E D  B A C K  T O  S T R U C T U R A L  P R O B L F M S  OF PUBLIC STCTOR 
F I N A N C I A L  I M B A L A N C E S  A N D  C I V I L  SERVICE I N E F F I C I E N C I E q .  
DONOR P R O J E C T  P R O L I F E R A T I O N  A N D  L O O S E  LOCAL C U R R E N C Y  
P R O G R A M M I N G  B Y  M O S T  D O N O R S  E X A C E R B A T E S  THE P R O B L E M .  
T H I S  S U G G E S T S  A NEED FOR D O N O R S  T O  L I M I T  TBE N U M B E R  OF 
T R A D I T I O N A L  P R O J E C T S ,  A L L O C A T E  L O C A L  C U R R E N C Y  
G L N E R A T I O N S  F O R  ON BUDGET P R I O B I T I E S  ( C O N S I S T E N T  IF N O T  
I N  SUPPORT OF REFORM O B J E C T I V E S ) ,  A N D  TO EXPLORX 
S E C T O R A L  A S S I S T A N C F  A P P R O A C B E S  . 

4 

PROJECTS, DESP I T E  IMPLEMENTATION D I P I I C U L T I E S .  PROVIDE 
Ai; :ZFCKTAKT EETREE TC CTEBATXMG' u ~ w r e m n r n ~  w m ~ n b  ~ A U  VP 
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HELPFUL ALLIES IN P R O M O T I N G  R G F O R M S ,  T H ~ E  
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D E C I S I O N  - M I S S I O N  V I L L  EXPLORE P E R F O R M A N C E - P A S E D  S E C T O R  
A S S I S T A K C E  P O S S I B I L I T I E S  FOB ESF O R  DA F U N D I N G  AND FOR 
OTEFE P G R O R  PBOC-RAflMIhrC A S  At4 9 P T S O N  TO TF.!A?I!TTr?h'AL 
F R U J L C T  A S S I  S T A M  I:, I N  TI'?* GI! I m P L E h Z i - i T h T I  urd E X B L E M S .  
TBI S E F B E L L I  WATER MANAGEMINT P R O J E C T  S H O U L D  N O T ,  
KOWEVER, E E  T H E  T E S T  P R O J E C T  F O R  T H I S  C O N C E P T .  

THE P I U  WAS A P P R O V F D  ( S F 1  S T A T E  198125) W I T H  THE 
F O L L O W I N G  PP D F S I G N  G U I D A N C E :  

T H E  PP I N T R O D I J C T I O N  W I L L  S E T  THE C O N T E X T  FOR A LONG TERV 
AIP COMMITffEN? T O  S H E E P L L I  G A T F H  YANAGEMENT 
( A P F R G J I M A T L L Y  D C L S  50 M I L L I O N  OVER 10 Y E A R S ) ,  BUT 
D F T A I L F I )  PP D E S I G N  W I L L  FOCUS ON P B A S E  I A C T I V I T I E S  
( A P P R O X I M A T E L Y  D O L S  12-15 M I L L I O N  FOR T I V E  Y E A R S ) '  T H E  
PURPOSE OF P R A S E  I I S  TO LEARN HOW TO 20 ABOUT I M P R O V I N G  
WATEB MANAGEKENT AND I N C L U D X S  I N T E R V E N T I O N S  R E Q U I R E D  T O  
A C H I E y E  T H E  P U h P O S E .  P H A S E  I W I L L  I N I T I A T E  S O F T W A R 3  
P R O J E C T  COMPCNENTS ( T . A .  AND T R A I N I N G  IN WATEB 
M A N A G E M I N T  A N D  S U P P O R T I V E  I R R I G A T E D  RESEARCH)  A N D  W I L L  
I N C L U D E  F U N D S  FOR L I M I  T E D  I R R I G A T I O N  S T S T E M  U P - G R A D I N G ,  
AS YELL A S  D E S I G N  S T U D I E S  FOR PHASE 11. P H A S E  I1  V I L L  
BE A U T H O R I Z E D  WHENEVER T E E  N E C E S S A R Y  HANDS-ON E X P E R I E N C E  
.IN * S Y S T E M  MANAGEMENT HAS BEEN O B T A I N E D ,  THE 

. : X N S T I T U T I O N A L  FRAMEWORK T O R  L A R G E R  S C A L E  REHAB B A S  BEEN 
* $ S T A B L I S H E D ,  AND D E S I G N  S T U D I E S  HAVE B E E N  C O M P L E T E D .  
!$..US, P B A S T  I1  MAY O V E R L A P  Y I T E  P H A S E  I D U R I N G  
~ X P I P L E M E N T A T I G N  . A U T H O R 1  Z A T I O N  OF P H A S E  I I S  EXPECTED 
~ U R I  NG FP 87, AND W I L L  T A K E  P L A C E  IN A I D / Y  . 9 

6. FY 1989 APS R E V I E W  D E C I S I O N S  

K E Y  D E C I S I O N S  MADE D U R I N G  T H E  R E V I E g  O F  T E E  F Y  1988 A B S  
WERE: 

A .  TO D R O P  P R O P O S E D  NEW-START I N  THE EHR S E C T O R  
( I M P R O V I N G  E F F I t I E N C Y  O F  P R I M A R T  E D U C A T I O N  P R O J E C T ,  
649-gl4Z). 

TBIS D I F F f  C U L T  D E C I S I O N  I S  BASED ON THI F A C T  THAT 
B I L A T E R A L  I N V O L V E M E N T  I N  P R I M A R Y  E D U C A T I O N  L I E S  O U T S I D E  
T H E  A P F R G V E D  CDSS STRATEGY A N D  WOULD PUT A D D I T I O N A L  
DEMANDS ON M I S S I O N  STAFF AND BUDGET A T  A T I M E  WHEN WE 
CANNOT A F F O R D  TO S P R E A D  OUR L I M I T E D  R E S O U R C E S ,  NOT T H A T  
E D U C A T I O N  I S  NOT C R I T I C A L  IN S O M A L I A .  THE M I S S I O N  
S H O U L D  NOT U N D E R T B K E  A NEW P R O J E C T  F U N D E D  UNDER EHR I N  
PY 86. C O N S I D E R A T I O N  S H O U L D  BE G I V E N  I N S T E A D  T O  
BT 
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FM S E C S T A T E  W k S H E C  
T O  AREMBASSY M O G A D I S H U  P R I O R I T Y  5390 
BT 
U Y C L A S  S I C T I O N  83 OF 04  S T A T %  20524E 

I K C R E A S E D  S F C T C R A L  OR P R O G R A M  A S S I S T A N C F  A I M E D  A T  GIVING 
A I D  SOME LZVSRAGE T O  I N F L U E N C E  G S D R  P O L I C Y  R E F O R M S ,  
P A R T I C U L A R L Y  % H  C I V I L  S T B V I G h '  R E F O R M ,  WBPLE AT T B E  S A M 1  
TIKE S U P P O R T I N G  S T A E I L I Z A T I O N  O B J E C T 1  YES, 

B .  T O  C O N T I N U E  T O  L I M I T  P O R T F O L I O  D I V E R S I T T  A N G  
P R O L I F E R A T I O N .  

I T  V A S  A G R E E D  T H A T  TEE M I S S I O N  I S  Y A K I N G  S A T I S F A C T O R Y  
lfat PROGRISS IN TBI R F B U C T I O N  O F  THE NUMBER O F  A C T I V I T I E S  IN 

I T S  P O R T F O L I O .  W I T 9  T H E  D E C I S I O N  T O  A B O R T  T E E  NEW E R R  
( PRQJLCT ( P R I M A R Y  E D U C A T I O N )  PROPOSED FOR FY 88 F U N D I N G ,  $ 

T H E  EUREAU WAS S A T I S F I E D  T H A T  P O R T F O L I O  D I V E R S I T Y  I S  

ii 
B E I N G  C O N T A I N E D .  . - 9; 
C .  T O  KEEP P O O D  F O R  P R O G R E S S  AND AEPRP O P T I O N S  OPEN FOR 
F Y  f9E7, 

a 

a . - 
ALTHOUGH THE M I S S I O N ' S  E X I S T I R G  FOOD FOR P R O G R E S S  ( F & R )  

y 
. . 

P R O P O S A L  HAS BREN T U R N E D  DOWN BY A I D / W ,  THE M I S S I O N  MAT 
- PURSUE THE P O S S I B I L I T Y  OF D F Y E L O P I N G  A NEW PFPR P R O P O S A L  

- F ~ R . F Y  1987, USE OP AN AEPRP I S  A N O T H E R  M O D A L I T Y  THAT g! -.TEE B u R r A u  s m m  C o N s r m - t  n u m a  mmnu T o  S O M A L I A  
G+ ::'NOW T H A T  C O N T I N U E D  H I G ~  R X S O U R C E  LEVELS ARE N O T  ASSURED,  

I . * 

, D. PL 480 T I T L E  .I. I T  M A S  A G R E E D  TEAT W H I L E  WE NEED TO . _ 
M A I N T A I N  O U R  A I D  LEVELS T O  S O M A L I A ,  TOO MUCH P O O D  I S  
BEING S H I P P E D  WHICH S O M E T I M E S  ACTS AS A D I S I N C E N T I V E  T O  
P R O D U C T I O N ,  T R L R I F O R E ,  F V A / F F P  I S  T O  E X P L O R E  T E E  
P O S S I E I L I T T  O F  O B T A I N I N G  C O T T O N  O R  O T H E R  NON-FOOD 
C O M M O D I T I E S  UNDER THE T I T L E  I PROGRAM. . . 
E. T O  A D J U S T  O Y B  A N D  C O N T I N U E  TO P U S H  F O R  S D A  PUNDS. 

TEE T A B L E S  BELOW SHOW T H Z  C H A N G E S  W H I C H  WERE A G R E E D  UPON 
r E X T W E E N  THI M I S S I O N  A N D  A F R I C A  B U R E A U  F O R  THE FY 86 O Y B ,  

THE F Y  87 P R O P O S E D  O Y B  A N D  FY 88 A A P L  ON A 
P R O J E C T B Y - P R O J E C T  B A S I S ,  T H E S X  R X C O M M E N D A T I O N S  ,. !$ . . 

T, 

H O W E V E R ,  A R E  S U B J E C T  T O  F I N A L  AFR BUREAU WRAP-UP REVIEW ! 4 " ~  

A N D  C A N N O T  BE  C O N S I D E R E D  F I N A L  U N T I L  RECONFIRMED B Y  f; .. 
. A F U N D I N G  W I L L  BE REQUESTED FROM S E C T I O N  106 - e -  r: v 

( S D A )  A C C O U N T  IN F Y  88 F O R  THE F T O  D E V E L O P M E N T  P A R T N E R 2  ' , . .  .?>@4 
, -- PECJECT (5192199) AS I!PIC!!TEE Z!! E L  ! ? I S S I E " ' S  595' .; -.->~s%h 

IN A D D I T I O N ,  S D A  F U N D I N G  WILL BE REQUESTED FOB THE 
P O L I C Y  I N I T I A T I V E S  AND P R I V A T I  Z A T I O N  PROJECT 

aria 
U N C L A S S I  F I E D  

-- - - - - -  ---- 7 -.-.--.-----L--., - . - , l . , .  . 



REFORM SECTOR G R A N T .  

P R O J I C T  PROJECT - - REVISED P L A N N F D  FY  PROPOSE^- 
tdUWF.FR TITLE R A G  O Y P  87 BUDGET FY8B kMT 

AADN : 
P4S-IZl109 LIVESTClCR M K T G  - 2 , B O O  
645-ElBf2 . LIVESTOCK MKTC 

.ESTIMATED REOB - 2, a00 
646-012e hG XIS 6 ANALYSIS 8 
649-el29 SBEBELLE WATER MGT- B 
644@194 J U B A  DEV STUDIFS - 550 
649-0135 PVQ DEV PARTNERS - 5,434 
649-@51@ PDS - - 450 

'ABDP; SUETOTAL - E ,  434 
PLUS E S T I M A T ~ D  EEOB. - 
POF 
649-0131 FAMILY HEALTH - 
POP SUBTOTAL - - - 
RE 
64.919138 PVQ DEV PARTNERS 
549~0138 PVO DEV PARTNERS - 
f LOG- YSTIMATED REOB . 

::.# : 7,-. 

H ~ " ~ U B T O T A L S  - 
PLUS ESTIMATED RE 08. - 
EER 
649-43119 MGT TNS FOR DEV - 
649-0510 PDS - 
ERR SUBTOTALS - - 
S DA - 
649-0132 POLICY INIT 6 PRIV 
649-8138 P V O  DEV PARTNERS - 
6 4 9 - X X X X  CIVIL SERV REFORM - 
S D A  SUBTOTALS - - 
l?A TOTALS - 
PLUS FSTIMATED REOB . 

, . - 
E SF 
649-0130 FX MARKET ,SUPPORT - 
ST 
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0 s U N C L A S ~  E D  
im '".* * "  . . ;XC ' I IQN : A I D  INFQ: T B A  E C O N  

V Z C Z C M G O 3 3 8  
?? Ri!X?C- 
Dk RUkiiC #5248/04 %Elf622 
ZNR UUUUU ZZH 
F 3 P 1 6 f e Z  JUN 86 
Ffl S F C S T A T E  WASHDC 
T O  APIMEASSY MOGABf  SBU PRIORITY 5391 
B T  
UNCLAS S E C T I O N  84 OF 84 STATE 265248 

643-8132 P O L I C Y  I N I T  5 P R I V -  
6454139  FX MAReET SUFBCRT - 
649-8143 ESF PROGRAY S U P F  I1 

ESI T O T A L S  - - - 
COUNTRY T O T A L S '  - - - 
PLUS E S T I M A T E D  RE03 . - 
COUNTRY T O T A L S  F O R  DA 6 
ESF I N C L U D I N G  FY 86 
DEOES/REOBS - - - 

.., , ; ,>:.:;;. 

~pkigik REFUGEE ASS I S T A N C E  
649"0%45 REFUGEE SETTLEMENT- 
=.$ . :. . , . :?$.: . - .. . ., . 
7 . .  L I B E S T O C E  Y A R E E T I N G  AND H E A L T H  P R O J E C T  L O P  FUKBING 
I N C R E A S E .  

* 
-- F O L L O W I N G  T H E  A B S  R f V I E V ,  AID/W P R O J E C T  C O M M I T T E E  
S T A F F  AND M I S S I O N  MANAGEMENT MET 5/29 T O  D E V E L O P  A - 
R E C O M M E N D A T I ~ N  OM T H E  DOLS 8.36 M I L L I O N  LOB F U N D I N G  
S U P P L E M E N T  REQUESTED B Y  THE M I S S I O N .  AS A RESULT OF 
T H I S  M E E T I N G ,  TEE A A / A F R  D E L E G A T E D  A U T H O R I T %  ( S T A T E  
1Bl.157) FOR A P P R O V A L  OF A PP AMENDMENT T O  T R E  F I E L D  
W H I C H  WILL ADD Das  6.5 MILLION, FOR A NEW LOP FUNDING 
OF DOLS 17.5 M I L L I O N .  T H E  A D D I T I O N A L  F U N D S  W I L L  BE USPD 
T O  C O M P L E T E  C O N S T R U C T I O N  OF THE THREE Q U A R A N T I N E  
S T A T I O N S  A C C O R D I N G  TO S C A L E D  DOWN S P E C I F I C A T I O N S  ( 1 8 , O P E  
H E A D  OF C A T T L E  EACH), A N D  T O  MEET R E Q U I R E M P N T S  OF TEE 
LIVESTOCK I N V E S T M E K T  FUND COMPONENT.  T H I S  NORTGAGE 
S U P P L E M F N T  W I L L  B E  P A I D  OFF BY R E O B L I G A T I O N  OF 
A P P R O X I M A T E L Y  D O L S  2 M I L L I O N  OF ARDN FUNDS R E C O V E R E D  
FROM O T E E R  P R O J E C T S  IN T H E  P O R T F O L I O  IN FY 86 ,  AND BY 
P O S T P O N I N G  FY 87 AND FY 88 P A Y M E N T S  TOWARDS T H E  
REMAINING ARDN MORTGAGE IN THE P V Q  P A R T N E R S  P R O J E C T  ( I F  
N F C I S S A R Y ) .  SEVFRAL A D D I T I O N A L  C O N C E R N S  WERE D I S C U S S E D ,  
V R I C B  WERE I N C O R P O R A T E D  IN THE bA/APR D E L E G A T S  O N  '03 
A U T H O R I T Y  CABLE A S  PP AMENDMENT DESIGN G U I D A N C E .  . 



A I E / F  FY J U L Y  7 ,  a 

I I .  Y I  s s I O N  S H O U L D  DEVELOP P R F L I M I N A R Y  P O L 1  CY I'HAMFWOR!: 

111, A I D / V  W I L L  C O N T A C T  T H E  WORLD BANK T O  D I S C U S S  T H I S  
S C E N A R I O  A N D  E N C O U R A G E  THf BANK T O  O R G A N I Z E  T E E  MIEI 
DOKOHS Y E E T I N G  AS SOO!; A S  YCSSIBLF T O  D 1 ; V F L O P  A C O M Y O N  
P O 1 . I  CY FBAMEVORE. 

I V ,  C 9 K O R  FOOD A I D  S H O U L D  BE P L A C E D  @ N  THE M E E T I N G " S  
P.GTI\!Ch ; 

V .  N I S S I O N  S H O U L D  EXPLORE S E C T O R  A S S I S T A N C E  T9 S U P P O R T  
NEEDEL C I V I L  SFRY ICE R E F O R M .  

TI. K I S S I O N  SHOULD N O T  DEVELOP N E W  ESF/DA A C T I V I T I E S  
TEAT 1,O k O T  S U P P O R T  THE REFORM AGENDA. IT S H O U L D  TARGET 
F U T U R E  FA T O W A R D S  C I V I L  S E R V I C E  R E F O R M  T O  T l i P  E X T E N T  
P R A C T I C A L .  

V I I .  ThE M I S S I O N  SHOULD SEEK T O  C O N S O L I D A T E  ITS GAINS 
I N  P R I Y A T I  S I C T O R .  PL 488 S B O U L D  F O C U S  ON PRIVATH 
S E C T O R  P A R T I C I P A T I O N ,  AND ESF S R O U L Q  BE A I M E D  A T  P U B L I C  
S E C T O R  R X F O R M .  VE S H O U L D  A L S O  F O C U S  ON R A T I O N A L I Z I N G  
P U E L I C  S E C T O R  F I N A K C E S .  

v i ~ .  m / v  W I L L  R E V I E Y  THE POSSIBILITY OF ADDING +- 

SOMALIA T O  THX L I S T  OF C O U N T R I E S  ELIGIELE F O R  AEPRF 
A S S I S T A R C 1  A N C  L O O K  INTO NON-FOOD C O M M O D I T Y  
P O S S I E I L I T I E S  UNDER T I T L E  I. WHITEHEAC 
B T  

U N C L A S S I F I E D  , 

I 

S T A T E  
, - 

RDIHA 

t 
mr hl . ,-.- ! i7F- . a 

BEST AVAILABLE COPY 
"-*^-..- . . . 



" ._.--- - .I  
. . 

. _ .. . 

-1i2- ' 
UNCLAS 

' 3 '  

1.- .' . 
,..'i. . i: 

' y 
F.?.  
c_.. 

r i  
-..- 

.I& 
.- f 

. t  . b 
I... . 

C 

-. 

.-. 
.-. 

;&. . .  
/-.I 

110 &. 

1. - .. 
.-,. 

\ . -A 

. . 

T', 
L..' 

K. 
t Btl 
Q 

c.: 
+-. : 
%.. ' 

u* .. ..+' ; 
f l  
'7 - 
+J 

.& . 

... 
. . 

-?< 
V 

;1 

. %a 
'-,* 

J : . . 

, . 
4 

~ Z ~ ~ C M G I  * 
PP RUFBC 
DF RUEHMG m m / m  139 ** 
Z N R  UUUUU Z Z H  
P 086'7112 JUL €36 
Pm AMZPIEAS5T HCQ!2I SBC 
TO SECSTATE WASBDC PRIORITY 2287 
BT 
UNCLAS SECTION Bb OF * MCGADISHU 8728% 

E o O .  12356: N/A  
SUBJECT: PROPOSED A G E N C A  PQR H I N I  DOMOBS N%ETIMC - 
SOFiALIW 

REF: S T A T E  205248 

T H I  PROPOSED AGENDA FOR SOMALIA M I N I  DOMOB MFETING 
FOLLOWS :: 

I .  FOREIGN I X C H A N G Z  AUCTION: 

- H A I K T I N A N C E  OF THE FREE MARKET RATE. OF EXCAANGE. 

RECOMMENDED POSITION: THE M I S S I O N  B E L I E V E S  T H A T  I T  IS 
EXTREMHLT IMPORTANT THAT THE EXCBANGE RATE U N I F I C A T I O N  
IS DONE AT THE PREE MARKET RATE ( A N D  REMAINS FREE 
M A R K E T ,  ) 

2. FOOD AID: . 

A )  ELIMINATION O F  SUBSIDY OF FOOD COMMODITIES SOLD 
THROUGH THE P U B L I C  SECTOR , BY USING A HORE R E A L I S T I C  
PRICIKG MECHANISM ( M O V I N G  TOWARDS IMPORT P A R I T Y , )  

B )  CHANNEL MORE DONOR F O O D  A I D  THROUGH TBE P R I V A T E  
SECTOR. f 

R E C O H M E N D E D  P O S I T I O N t  THE SUBSIDIES INCLUDED BY GSBR I N  
D O N O R  FOOD A I D  SBRVES AS A DISINCENTIVE TO FARHERS AND 
DI STORTS THE CONSUMER EATING HABITS. DONOR SHOULD 
PRESENT A UNITED FRONT TO REQUEST THAT DONOR FOOD BE 
PRICED AT IMPORT PARIFT A N D  DISTRIBUTED, A S  MUCH A S  
P O S S I B L E ,  TRROUCH TEE PR% VATE SECTOR.  v 

3 C I V I L  SSRVICE REFORM: 
*c 

.f 
A) COMPULSORY RETIREMENT OF MEN AT THE AGE OF SIXTY 1 

( 6 0 )  A N D  WOMEN AT THE AGE 01 Z I P T T - F I V E  ( 5 5 ) , ,  O R  E I T H E R  
SEX AFTER 25 Y E A R S  OF GOVERNMENT SERVICES. (THESE 

- . - -  
B) ESTABLISHMENT OF A C I V I L  SERVICE C O H M I S S I O N .  

'I . . 

C) ADOPTION OF A REVISED PAY SCALE FOR CIVIL SERVANTS '.A 

THAT ALLOW ToR,:.TH~; RECRUI TMENT AND RETENT I O N  
. QUALiFiXI; Ii~XVIDWfrLS. , '  AXSG ' I2  ~ " S T A ~ L I S Z  A I\; 

PROGRAM B A S A I  ON MERIT. 1 c 

-4 ., ..'.-- $ . ;..+ .* , . ' .  . . 
,v.& . 
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&*-4k - C 0 U N C L A S  
' B R R  

~ 1 '  R E D U C T I O N  OF THE T O T A L  NUMBER O F  C I V I L  S E R V A N T S  BY Q 
A *LEAST, 5,000  PER ANNUM O V E R  T B E  NEXT F O U R  YEARS. T H E  

I C 

RFCRgTTMEE.NT OF N F Y  EMPLOTFES SSOnllD BI L I M T T I D  T O  T 9 0 S I  
SkILLS N O T  A V A I L A E L E  PROW R E D U d D I g T  LABQfi*  

< i  
I . * 

f ;  E) S T R E N G T H E N  THE I N S T I T U T I O N S  I N V O L V E D  IN T H E  T R A I N I N G  
' O F  C I V I L  S E R V A N T S  AND T B O S E  I N V O L V E D  I N  MANAGEMENT OF i j 5  . . 

E N T R E P R E N E U R I A L  A C T I V I T I E S .  . * 

*-x, 

- 3 ' )  D I V E L O P  A C O M P R E H E N S I V E  P L A C E M E N T  S Y S T E M  FOR TfI f  
C I V I L  S E R V I C E  BASED ON S T S T E M A T 1  C PIANPOWER P L A N N I N G .  

6-5 
, 

RECOMMENDED P O S I T I O N :  THE REFORM O F  T B E  S Q M A L I  CIVIL 
S E R V I C E  S B O U L D  BE A C C O R D E D  A H I G H  P R I O R I T Y  AT THE CG 

r - .  MEETING, DONORS S H O U L D  EARMARK L O C A L  C U R R E N C T ,  TO THE 
' E X T E N D  P O S S I B L E ,  T O  F I N A N C E  SALARY I N C R E A S E S  O V E R  A &. 

B R I D G I N G  P E R I O D  U N T I L  I N C R E A S E D  GSDR R E V E N U E S  C A M  FUND 9 + . * - : THE NEW S A L A R Y  L E V E L S  I N  EXCHANGE F O R  T H E  A D O P T I O N  O F  . .. & 
REFORM MEASURES, I N  T H I S  C O N N E C T I O N ,  I T  I S  I M P E R A T I V E  
THAT R E D U C T I O N  IN F O R C E  ACCOMPANY S A L A R Y  I N C R E A S E S .  

, . . , 
t .  4,  USE O F  LOCAL CURRENCT G E N E R A T I O N S :  

-J! i;; 
A )  U.S. G E N E R A T E D  LOCAL CURRENCY W I L L  C O N T I N U E  TO BE 

(‘ ; A D K I N I S T E R E D  BY T E E  D O M E S T I C  DEVELOPMENT D E P A R T M E N T  
( D D D )  AND USED T O  SUPPORT TEE DEVELOPMENT BUDGET, . 

B) OTHER DONOR-GLN ERATED LOCAL CURREMC I ES S H O U L D  & '  C O N T I N U E  TO BE R E F L E C T E D  I N  THE N A T I O N A L  BUDGBT AND/OR 
THE DEVELOPMENT B U D G E T .  T H O S E  L C  I N C L U D E D  IN TEE 

E. D E B E L O P M E N T  BUDGET W I L L  B E  A D M I N I S T E R E D  BT T H E  DDD. 

C )  S P E C I A L  L C  A L L O C A T I O N S  S H O U L D  BE MADE I N  SUPPORT OF 

C THE C I V I L  S E R V I C E  R E F O R M S .  

D )  T H E  P U B L I C  I N V E S T M E N T  PROGRAM ( P I P )  T O  BE P R g S E N T E D  
hT THE CG M E E T I N G  AND TEE GSDP C O N T R I B U T I O N  F I N A N C E D  

iillai 
PRIMARILY WIT3 D O N O R - G E N E R A T E D  LC SHOULD BE KEPT LTAN 
A N D  THE NUMBER OF P R O J E C T S  LIMITED, DONORS SHOULD A V O I D  

Q: .- . *a .. . a 

.+" 
H A V I N G  P R O J E C T S  A C T I V I T I E S  OUTSIDE O P  THE P I P ,  

! - "  

1 ,  + * . $ -  RECOMMENDED P O S I T I O N :  A L L  DONOR G E N E R A T X D  L O C A L  
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, . '  C U R R E N C Y  S H O O L C  BE R F F L E C T E D  IN THE B U D S Z T ,  E I T B E R  BESTAVAILABLE COPY 2 
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L OC'A 
SPTC 
A S S 1  

t CURREWCY SHOULD ER D E P O S  
5AL ZhItL ACCOG!4T T O  I N S X E  

DEVELOPMENT DEPARTM'ENT AS MBLL A S  TO THE BUDGET 
D F P A R T M E N T  03 THF MINISTBT O F  F I N A N C E ,  

5, SOMALI BUDGET R A T I O N A L I Z A T I O N :  ; . * -  
A B E v E L Q g  A N D  I M P L E M E N T  A M E C H A m x s M  T o  BuBGlE r: 
S O M A E I A ~ S  F O R E I G N  EXCHANGE REQUIREMENTS ( T O  INCLUDE \ 
REVENUES AS WELL AS E X P E N S E S , )  ti' . -' 
B )  I N  T E E  SHORT-TERM, I D E N T I F T  AND CORRECT THE MOST 
G L A R I N G ,  I N E F F I C I E N C I E S  IN TAX W D M I N I S T R A T I O N  AND 

. - 
s I M B & I r H  cusTot4s R A T E S .  I N  TEE EoNG-TEBM, REVISE Tax a 
ENTIRF TAX STRUCTURE, 

C )  R E D U C E  BUDGET D L P I C I T  BY A D O P T I N G  MEASURES T O  
E L I M I N A T E  S U B S I D I E S  AND UNNECESSARY E X P E N D I T U R E ,  A N D  
I N C R E A S E  T A X  C O L L E C T I O N ,  
RECOMMENDED P O S I T I O N :  B A S E D  ON RECENT D I F F I C U L T I E S  
R E G A R D I N G  BUDGET R A T I O N A L I Z A T I O N  E N C O U N T E R E D  BY A R E C E N T  
W3 TEAM,  THE G S D R  WITH DONOR A S S I S T A N C E  S H O U L D  I M P L E M E N T  
A S Y S T E M  TBAT PROVIDES P R O M P T  AND A C C U R A T E  REVENUE A N D  
EXPENDITURE D A T A ,  DONORS SHOULD BISCDSS THI B E S T  METHOD 
QE P B O V P B I N G  T H I S  TECHMIGAL A S S I S T A N C E ,  IN A D D I T I Q N  T O  
INCWXASED REVENUES, OVERALL TAX R E F O R M  S H O U L D  BE 
ACCORDFD H I G H  PBI O R I T T ,  

6 ,  P R I V A T X  S E C T O R  SUPPORT: 

A )  M A I N T E N A N C E  OF THE FREE MARKET R A T E  OF E X C A A N G E ,  

3 )  A P P R O V A L  O f  R E C U L A T I O N S  FOR T9E E S T h B L % S H M E N T  OF 
P R I V A T E  B A N K I N G  A N D  I N S U R M C E  I N s T I T U T E O N S ,  

1 

C )  R E P E A L  OF CURBENT R E G U L A T I O N  R E G A R D I N G  I M P O R T A T I O N  
A N D  D I S T R I B U T X O N  OF P E T R O L E U M  PRODUCTS A N D  A L L O Y I N G  THE 
PRIVATE SECTOR TO IMPORT AND DISTRIBUTE P E T R O L E U M  
PRODUCTS v 

D )  L I F T I N G  OF T H E  MONOPOLY ON H I D E S  A N D  S K I N S ,  THUS, 
A L L O W I N G  FOR THE P R I V A T E  S E C T O R  TO E N T E R  THE I N D U S T R Y .  

El E S T A B L I S B M E N T  O F  A F U L L Y - P R I V A T I Z X D  CHAMBER OF 
COMMTRCFv 

RECOMMENDPD P O S I T I O N :  EX B E R A L X Z A T I O N  OF THE ECONOMY 
SHOULD R E M A I N  A E I C i I  P R I O R I T Y  I N  THE DONORS'  A O E N I l A ,  I N  
T H I S  C O N N E C T I O N  DONORS S B O U L D  INCLUDE T H E  B R E A K I N G  OF 
M O N O P O L I E S  A N D  ~ L I M I N A T I N G  OF l N E l P I C I I N T  PABASTATALS I N  
T H E 1  R C O N D I T T O N A T , I T Y  A N D  POLICT I)IAT.OGUE AGEWDA. THE 
' X S T A B L ~ S E Y ~ U ~  02 n m  + u  ~ n r  W R I L  rn ZXMK!: SECCLE-313 A C C 3 2 E E 2  &.HI@& 1 a11 1. 

n 1 3  P B I O B I T Y .  1.;; ;<, r - 
- ,  

- , -  
' '?, " P R O J E C T  V S. PROGRAM A S S I S T A N C E 8  
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C ( .*TEF NUMBER OF PROJECTS A S  WILL AS TEf TOTAL DOLLAR 

COST QP THE PIP SHOULD BE M A I N T A X N  AT MANAGEABLE LEVEES* 
' - 7  

, . . . OOuORfi  CBOUT?, PBC::DF LS )?YCP ?!"I-PROFIT ASSIITI2OE .?S 
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b - * , ~ o s s x m ,  .. 
1.' * 'i.$ 

# .  

r-. . RECOMMENDED P O & I T N :  C O N D I T I O N E D  ON A P A V O R A B L I  RE VIEW 
;I . OF THE PX AUCTION MECHANISMS, DONORS SHOULD C O N S I D E R  2 
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