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J. SUMN.ARY OF EVALUATION FINDINGS, CONCLUSIONS AND RECOMMENDATIONS (Try not lo exqeed the 3 pages provided)
Address the following tems:

* Purpose of activity(ies) evaluated * Principal recommendations
* Purpose of evalustion ang Methodolopy vsed * (esaons learned
* Findings and conclusions (relate 1o questions)
USAID/Somalia December 31, 1987

Mission or Office: Dats this summary prepared:

-~ Title and Date of Full Evaluation Repon

Purpose of Activities Evaluated: The purpose of these two Commodity Import
Programs (CIPs) was to provide foreign exchange for commodity importation from the
U.S. and developing countries of the Free World in order to assist Somalia with its
balance of payments position as well as to generate local currency for budget
support. In addition, the programs included policy reform objectives.

Purpose of Evaluation/Methodology Used: This evaluation was undertaken at the v
termination of the second of the two CIPs being evaluated in order to measure the
effectiveness and efficiency as well as the impact of these programs as is
legislatively required. Methodology included a review of ail relevant files and
documents ané interviews with appropriate participants ir ta2e ptogram (from USAID,
the GSDR and the private sector).

Findings and Conclusions: The evaluation found these CIPs to have had a positive
impact on the Somali economy, helping to ease severe balance of payment problems,

to finance growth-enhancing productive capital ana intermediate goods inputs,.and

to strengthen the Somali private sector. In adaition, the CIPs have promoted
econonic reform in Somalia. Problems in implementation included: inaceguate
tracking anc cdocumentation of local currency generetions, transiers ano

allocations; a rar smaller proportion of foreign exchange aliocatea to the private
sector than was originally intendec; and an overly ambitious policy dialogue agenda.

Principal Reconrmendations: As this was a final evaluation, the only recommenaation
is for USARID to resolve discrepancies in locel currency transfers anac allocations
founc as & resulr of the evaluation.

Lessons Learned: As given in the evaluation report:

(1) "There were simply too many conditions precedent ana covenants." The policy
agenda would heve benefitea from a narrower, more clearly articulated focus.

(2) "The overall impact of the CIPs on the private sector was reduced by the fact
that the allocations to the private sector were only a little more than one half of
the amount anticipated in the project documents. In the end, the neea to proyide a
quick infusion of foreign exchange to ease Somelia's balance of payments
difficulties proved to be much more important to the GSDR and the Mission than the
private sector objective. "A greater private sector irmpact could have been
achieved haad RID insisted that the CIP funds initially allocatea to the private
sector in Program documents be followed."
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« H EVALUATION ABSTRACT (do not exceed the space provided)

For two weeks in mid-November 1987, a REDSO PDO anu an AID/W economist, with
assistance from Mission staff, undertook a finzl evaluation of the second and thir:
Commocity Import Programs (CIPs) in Somalia to comply with legislative requirement.
for evaluation of these programs. The evaluators concluded that these CIPs have
had a positive impact on Somalia's economy helping to ease severe balance ot
payment problems, to finance growth-enhancing productive capital and intermediate
goods inputs, and to strengthen the Somali private sectcr. The report notes,
*"Generally, the performance of the USAID and GSDR management of the CIP programs
has been very satisfactory..." One signiticant indicator of this successtul
manadgement is the fact that other donors have based their CIP administrative
procedures on those establishea by USAID."™ The report also notes "The CIPs have
promoted economic reform in Somalia..." in the areas of (a) reduction of
government employment, (b) introduction of efficient import procedures, ana

(c) establishment of private trade organizations.

The evaluation, however, found several points of weakness in the implementation of
the CIPs. In spite of the Programs' positive role in private sector development,
the allocation of foreign exchange to the private sector (48%) fell far short of
that targeted (85%); public sector petroleum imports alone accounted for slightly
less than 40% of all CIP Il and I1II funds available. 1In addition, although an
explicitly stated objective of these CIPs was to generate local currency for
implementing policy reforms and priority development projects, primarily in the the
agriculture sector, these generated funds in fact have been used primarily for
non-agricultural projects and very little for policy reform activities;
furthermore, the evaluation found that, while local currency generations had been
properly documented as deposited, tracking anc documentation of appropriate
transfers among GSDR bank accounts and allocations te brojecis was far less
adequate. Finally, the evalnation found that the "pclicv dialoyue agenaa aicached
to the CipP was (o0 ambitious™, ana "The pace c¢f reform has not proceeded as rapidly
as anticipatec.”

-

i. EVALUATION COSTS

1. Evalustion Team ) :
Name Afihation Contract Number OF Contract Cost QR Soutce o!

R TDY Person Days TOY Cost (USS) Funds
William Jeffers REDSO/ESA 14 approx, $700 REDSO OE
Don Harrison AID/W (AFR/DP) 5 approx, $1,500 USAID OE
2 Mssion/Oftice Professional 3 Borrower/Granies Protessional
S:attF ~n-Days (estimate)l 5 Statt Person-Days (estimate) n/a
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(3) CIP procedures for suppliers (i.e., from the U.S. or developing countries in
the Free World) are too complicated and serve as a bottlepeck to smooth CIF
implementaticn. Reguirements to subrnit o number ot Jorrs shculd be eliminated or
greatly simplifieaq.

(4) U.S. suppliers cia not respond to CIP opportunities as hopea. <“his situation
is the result of: price factors (high costs of U.S. shipping and the high rate of
the U.S. dollar conmpared to other currencies during the perioa covered by these
CiPs); failure of many U.S. suppliers to respond to requests for proformés; the
relatively small guantities reqguired by many Somali importers; ana the relative
unavailability in the U.S. of some commodities required for Somali industries.
*Once it is apparent that U.S. suppliers are not responaing to reguests for them to
participate in the USAID financed CIP, options should be explored to increase U.S.
procurement.,"
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* K. ATTACHMENTS (Ust attachments submitied with this

Evaluati ;
evaluation report, even If one wat submitied earlier) valustion Summary; giways attach copy of full

,/‘

L COMMENTS BY MISSION, AID/W OFFICE AND BORROWER/GRANTEE

The USAID CIP Project Committee met to discuss the evaluation on December 15, 1987
and concluded that:

(1) The CIPs were good for the private sector but could have been better - the
Programs might have had greater impact if they had been more private sector
oriented and less policy dialogue oriented;

(2) The CIPs are not a fast disbursing mechanism given the Somali context and the
CIPs' objectives for private scctor development;

(3) Interference by AID/W in the public sector/private ssctor asiocation of CIP
funas innibitea the effectiveness of the Proirams and tna2 (nl) achievement of
objectives; .

(4) Conditionality should have been (and in the future shoulc be) realistic ana
enforced.

In adéition, the Project Committee made the following comments on the report:

(1) Reference in the Executive Summary (page 2) to the USAID tracking system for
allocating and disbursing local currency generations as "ineffective" 1s too strong
a statement, in the Committee's opinion. The USAID acknowledges problems in
accurate accounting for all transfer of local currency generations from one GSDK
bank account to another and for all allocaticons and disturscwmcnts to developrment
activities. However, prior to this evaluation the Mission had made efforts to
improve its local currency tracking systems and has recently issued a Mission Order
toward this end. Among other things, tne Controller's Office is beconmning
increasingly involved in local currency tracking. As a result of this evaluation,
USAID will furtner its efforts to improve its tracking systems.

(2) Regaréing the Lessons Learned in the use of conditionality (page 36), the
evaluation is too positive in stating that the CIPs have been able to affect a
positive economic policy advance "in setting the stage for an active private sector
Chamoer of Commerce". &L private sector Cnamper of Commerce in Somalia is not as
yet a reality and, at present at least, does not appear to be moving in a positive
direction.

(3) The report's utility would have been enhancea 1f conciusions and
recommendations had been included in the Executive Summary.

PAGE 6
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PREFACE

The evaluation of the Somalia Commodity Import Programs II and II1 was
undertaken to measure the effectiveness and efficiency as well as the impact
of these programs as legislatively required of all USAID funded activities.
Specifically, the evaluation was asked to examine: (a) the macroecononic
impacts of the CIPs; (b) the effects of the foreign exchange financing on both
the private and public sectors; (c) the utilization of local currency
generations; and (d) the overall management of the program.

The evaluation was carried out cver a two week peri.ol .n November 1287.
Members of the evaluation team included; William A. Jeffers, REDSO/ESA Project
Officer; Donzld Harrison, AFR/DP Economist; Emily McPhie, Program Officer,
USAID /Somalia; Girard J. LaBombard, Commodity Management Officer,
USAID/Somalia; and Ahmed Ibrahim Tani, Program Assistant, USRID/Somalia.

The evaluation methodology used by the evaluation team was to: (a) review the
procraris' documents and correspondence; (b) collect quantitative data on the

economy and the procurement and utilization of CIP finznced commodities; and

(c) interview RID, GSDR, and private sector importers who have been involved

in the implementation ané management of the programs.

The Evaluation Team woulc like to thank the following individuals for taking
the time to be interviewed for this evaluation.

Isaak Ali Arrole, Private Sector
BEassan Jibril Mohamed, Private Sector
Abdullahi Haji Ahmed, Private Sector
Ali Nur Farah, Private Sector
Hashi Haji Wheleye, Private Sector
Yussuf Nur Hassan, Private Sector
Osman Aweys, Permanent Secretary, Ministry of Commerce
Avdirahman Mohaned Yusuf, Director Dept. of Foreign Trade
Shakiib Sh. Mohamud, Director Dept. of Licensing
Omar Hersi, Permanent Secretary, Ministry of Industry

REST AVAILABLE COPY



I. EXECUTIVE SUMMARY

The USAID-financed Commodity Import Program assistance to Somalia has provided
foreign exchange for commodity importation ~- from the U.S. and developing
countries of the Free World -~ to assist Somalia's balance ~f payments
position as well as to generate local currency for budget support. This
evaluation reviews the performance of CIPs 11 ana III which provided grant
financing for $16 million and $27 million, respectively. These programs were
implemented between Febuary 28, 1983, and October 12, 1987. As of the
November 1, 1987, all dollar financing for CIP 11 and CIP II1l1 has been
allocated and disbursed, and Ssh 2.255 billion local currency generations have
been deposited.

The CIPs have had a postive impact on Somalia's economy. CIP II ana 11l have
helped ease Somalia's severe balance of payments problems. The balance of
payments assistance and foreign exchange reserve support furnished by the CIPs
has not been unimportant. Over 1984-86, the CIPs funded between 2 and 5
percent of Somalia's import bill and 3 and 6 percent of the current account
deficit before official transfers. CIP II and III have tinanced .
growth~enhancing productive capital and intermediate goods inputs. Thus, real
growth in Somalia has undoubtedly been higher than it would have been without
the CIPs. Real growth was 3.5 percent in 1984, a pozitivily Luoyant 6.4
percent in 1985, and 5.0 percent in 1966. U.S. imports as a share of tne
total Somzli import bill have been on the rise, up from 11 percent of the
total in 1982 to 20 percent in 1984. However, the CIPs have contributed only
marginally. Total U.S. imports financed under the CIPs were but $6.5 million.

With respect to the private sector, the CIPs were to "strengthen the private
sector anc encourage it to play a more significant role in Somalia's
development.® CIP II and III substantially contributed to the strengthening
of the private sector in Scmalia. Even though the allocet:un of foreign
exchange to the private sector fell far short of its target (48% instead of
85% of grant tinancing), the availatle financing has been used well.
Significant numbers of business in the agricultural and industrial sectors
have usec the CIPs to start up new businesses, expanc preozction, ané maintain
and even increase local employment levels. In terms of the number of import
transactions, the private sector was by far the largest user of the CIPs.
Commodity imports utilized in the manufacturing and construction industries
were thé principal users of financing allocateac to the private sector.
Agricultural and agribusiness sectors were the secona largest users. Overall,
the composition of imports was very appropriate to the needs of the country
and provided good investment dollars to the private importer. The U.S.
financed CIPs have also helped the Somali private sector build links with new
trade partners.

In retrospect, the policy dialogue agenda attached to the CIPs was too
ambitious. Nevertheless, the CIPs have promoted economic reform in Somalia,
although in some areas, the pace of reform has not proceeded as rapidly as
anticipated. Significant policy reforms have been encouraged in the areas of
(a) recuction of government employment, (b) introduction of efficient import
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procedures, and {c) the establishment of private trade organizations. The
GSDR reduced the number of civil servants 3,000 each year in 1985 and 1966 and
abolished the practice of automatic employment for all school leavers, a
practice that had led to a bloating of civil servant rolls. As of January
1985, the GSDR abolished the licensing of most imports, removing an important
impediment to doing business in Somalia. In aZdaition to its economic policy
reform objectives, CIP II and CIP III included two other objectives for the
public sector. The first was to provide a source of foreign exchange
financing for the public sector, especially for public industries. The other
objective was to generate local currency for implementing policy reforms anc
priority development projects notably in the agricultural sector. The public
sector in fact received much more than the targetted 15% of CIP financing. 1It
utilized 52% of the total CIP II and CIP I1I funding. Unexpected financing
for the PL 480 shipping services under the CIP II and petroleum purchases
under CIP 111 were the major cause for the large increase in the public sector
allocations. Petroleum alone counted for slightly less than 40 percent of all
the funds available under the CIPs. Public sector industries used CIP
financing to revive sugar production and processing, rehabilitate the fishing
industry, provide spare parts to the public pasta company, and expand the
national teleX system.

CIP generated local currencies were to be usec to financ: th: implementation
of policy reforms and prioricy developmernt proliects particilarly in tie
agricultural sector. To date, these counterpart funds have been usea to fund
primarily non-agricultural projects and to a limited extent the implementation
of policy reform programs. Nevertheless, it ie clear that the local currency
generations from the CIP have provided significant and effective support for
the GSDR budget -- one of the CIP's principal objectives. While the USARID
tracking system for generating and depositing local currency generations is
meticulous, it is ineffective in tracking the allocation and disbursement of
these funds. This aspect of the local currency trackin? ovstem needs to
corrected immediately.

Generally, the performance of the USAID and GSDR management of the CIF
prograns has been very saiilsfactory, witn the exception 7 the local currency
tracking system noted above. During interviews with both privete and public
importers, they indicated that they had a clear understanding of the CIP's
implementation process and expressed their satisfaction with the general
systemi Perhaps more telling, however, is the fact that other donors have
based their CIP administrative procedures on those established by USAID.

While the general satisfaction with the CIPs has been clearly articulated to
the Evaluation Team, there have also been numerous suggestions by importers on
how the CIP procedures might have been improved. These suggestions relate to

suppliers payment documents and freight shipments.

The evaluation contains a short section summarizing the lessons learned which
should be read in its entirety.
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1I. PROGRAM SETTING
A.Economic Background

1. General Economic Environment for CIPs

Somalia's options for developing its economy are limited. With a per capita
GDP in 1985 of $260, Somalia has been designated by the. United Nations as a
least developed country. Only twenty percent of Somalia's five million
people live in urban areas and an estimated sixty percent can be characterized
as nomadic. Social welfare indicators are low; for instance, the infant
mortality rate is 150 per thousand and life expectancy i< 46 years. While
Somalia's land resource is extensive, its principal economic value is confined
to livestock grazing and irrigated banana production. Estimates suggest that
less than 15% of Somalia is cultivable and most of this depends upon marginal
rainfall to be productive. Somalia's modest economic infrastructure is
another constraining factor. There are only two major urban areas, a poorly
developed internal road network and no railroads. Continuing shortages of
recurrent financing to maintain these assets have taken their toll on the
capacity of this infrastructure. Somalia's financial resources are also very
meager. Foreign exchange earnings are limited to a few sources, most notably
livestock sales, bananas, and worker remittances from the Gulf states.
DomestiC savings have been negative. While government expenditures have not
been excessive, normally less than 18 percent of GDP, the tax base is
extremely narrow - 6 percent of GDP - and fiscal deficits have been chronic in
recent years. The GSDR has depended heavily upon borrowing to make ends meet.
The disbursed external public debt now exceeds GDP and debt service is
approaching 90 percent. The country has come co rely mcre cn external
support, which has: (a}) funded 100 percert of the inves:men: dudget; /b)
accounted for close to half of the domestic operating pudget; and (c¢)
furnished significant amounts of technical assistance.

K

Nevertheless, there are sectors where Somalia cuvuld better utilize its
existing economic resources. These sectors have been identified in numerous
GSDR plans and USAID documents, including the PAADs for the Commodity Import
Programs. The agricultural sector is by far the most important. Agricultural
activities, predominantly related to livestock activities, have historically
been the mainstay of the country's economy providing betwtcn 55-60% of GDP.
Large areas of new land could be brought under cultivation and more efficient
technologies introduced for both fcod and cash crops. Likewise, there are
opportunities for expanding the productivity and profitability of the
livestock sector with additional investment, thz provisivu of social and
productive services to increase off-take rates, and the expansion of export
markets. In terms of its non-agricultural assets, Somalia could also take
better advantage of its favorable location in relation to affluent Middle
Eastern markets with which it has close cultural and commercial ties.
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Yet, since its independence in 1960, Somalia hes found it difficult to
capitalize on these opportunities. 1In the 1960-69 period, the imbalances
between the modern and urban sector and the agricultural/nomadic sector
deepened, and there was mounting inflation and unemployment. In the 1970's,
the GSDR energetically expanded its control of the economy, the public sector
absorbing virtually all development investment and most of the skilled
manpower and managerial resources. It dominated manufacturing and financial
activities, controlled prices, and regulated or took over distribution and
marketing. The livestock industry nevertheless remained predominantly
private. The effect of these policies was to exacerbate Somalia's economic
problems. From 1969 to i577, economic growth barely kept pace with
population, domestic food production stagnated, food imports rose, and export
crop production declined. Following the Ogadsn conflict with Ethiopia in
1977, the subsequent withdrawal of Soviet credits, and a massive influx of
refugees Somalia entered a period of growing balance of payments difficulties
and budget deficits. Financing these shortfalls through bank borrowing led to
severe inflationary pressures which persisted through the end of the decade.

In mid-1981, the GSDR took dramatic steps to liberalize it economy. A one
year Standby Agreement with the IMF was concluded involving major reforms
including: devaluation, liberalization of private sector imports with official
foreign exchange, increases in agricultural prices, and closures of certain
public enterprises. Fiscal and monetary policies were also tightened and
interest rates were raised. These measures, together with substantial
reduction in the growth of net credit to the government, produced significant
improvements in both the inflation rate and the balance of payments deficit.
Still, foreign exchange resources fell far short of reqguirements and the GSDR
continued to require support and encouragement in pursuing further
liberalization and privatization of che econoly.

hnother economic shock hit Somalia in 1963 when Saudi Arabia banned livestock
imports from Somalia and suspended the o0il grant which it had been extending
to cover most of Somalia's requirements. A further devaluation in 1983 failed
to overcome the growing gap between the official and parallel exchanyge rates.
Finally, inflation continued to grow and approached triple digits in 1984.
This was the economic background against which the CIPs Il and III were

considered.

,

B. Policy Context for the Commodity Import Programs

The choice of the CIP mode of assistance was initially decided in 1981. 1In
consideration of the economic problems described above, USAID provided the
first CIP for the purposes of: 1) supporting the IMF stabilization program
{including balance of payments support); 2) providing direct support for
renewed emphasis on the private sector; and 3) providing general support for
economic growth, This initial program proved to be very successful (see April
1984 Evaluation by P.Hagan et.al.) and set the stage for CIP II and CIP I1l.



Both the FY 1986 CDSS and the CIP Il PAAD incorporated the Commodity Import
Program within the broader framework of USAID's overall assistance strategy
which was aimed at addressing the short term macroeconomic constraints and the
longer term development needs of Somalia. This strategy had three major
goals: stabilization, structural adjustment, and improving the gquality of
life. 7Two elements were highlighted as cutting acros: thesec goals: (a) the
importance of continued accumulation of data to identify sector level
constraints and to revise program strategies and (b) strengthening the private
sector and encouraging it to play a more significant role in Somalia's
development. The CIP II was designed as a non-project assistance mechanism to
address, primarily, the economic stabilization issues and to some extent the
longer term goal of structural adjustment. Specifically, the CIP was seen as
*the mechanism for providing direct support for general imports and for
encouraging the growth of the small industries sector® and also providing
local currency generations for "the on-going policy dialogue on economic
stabilization by giving the U.S credibility and leverage as a major
contributor to the stabilization program.”™ With respect to structural
adjustment the CIP was expected to direct support to the agricultural and
agro-industrial sectors which are generally viewed by both the GSDR and donors
as the key to long term economic stability in Somalia. :

The short term objectives of balance of payments support and reduction of the
GSDR budget deficit remained intact under CIP II. The structural adjustment
and guality of life goals identified in the FY 1986 CDSS were combined into a
single objective aimed at "building a base for productivity in a diversified
and outward oriented economy." The CIP III continued to accord high priority
to promotion of an indigeneous private sector and structural adjustment.

II1I. DESCRIPTION OF THE U.S. FINANCED CIPS
A. Overview

The USAID-financed Commodity Import Program assistarnce %o fomalia has provided
foreign exchange for comwodity importation ~-- frow the UV.E. and developing
countries of the Free World ~- to assist Somalia's balance of payments
position as well as to generate local currency for budget support. Three
Commodity Import Programs have been financed since 198z, The focus for this
evaluation is the performance of CiPs II ané 1II.

The Program Assistance Authorization Document (PAAD) for CIP II whic¢h provided
$16 million in grant financing was signed on July 30, 1983. Negotiations were
finalized with the GSDR and the Grant Agreement was siznued on August 28, 19863.
The Conditions Precedent to disbursement of funds were met on November 23,
1983, Financing Request No 1 wes issued by the Ministry of Finance on
November 23, 1983. AID/Washington issued AID Letter of Commitment
(649-K~60301) in the amonnt of $16 million to Manufactur-z Hanover Trust, New
York, N.Y. This action facilitated issuance of letters of credit to

suppliers. Initial allocations of CIP II financing were made on July 2, 1984
and by the end of calendar year 1985, 100% of the financing had been allocated.



A follow-on Commodity Import Program 11l was authorized in AlDAWashington on
February 28, 1985 for $27 million. The Grant Agreement with the GSDR was
signed on June 13, 1985. The first Financing Request was issued by the GSDR
Ministry of Finance on September 12, 1985. AID/Washinciton issued AID Letter
of Commitment 649-K~60401 on September 26, 1985 in the amount of $27,000,000,
The first allocation from the CIP III financing was made on September 30,
1985. By the end of calendar year 1986, 100% of the total grant had been
allocated and 100% had been disbursed.

Based on Mission records, as of November 1, 1987, all dollar financing for CIP
I1 has been allucated and disbursed and SSh 333,064,584 of local currency
generations have been deposited. Similarly, all the dollar financing for CIP
I1I has also been allocated and disbursed and SSh 1,910,505,691 of local
currency generations have been deposited. A current W-214 from AID/W was not
available in Mogadishu for the evaluation team to confirm these figures.

Table 1
Financing and Local Currency Generations
(Millions)
CIP II CIP 111 Tatal
l1.Foreign Crchange 16.0 27.0 43.0
(U.S. Dollars)
2.Local Currency 333,064 1,922,123 2,255,187

(Somalia Shillings)

B. Participating Organizations

The foreign exchange for the Commodity Import Programs is allocated by the
GSDR to both private and public importers by the CIP Special Committee for
commodities in priority areas identified by the GSDR and uUSALD. The Special
Committee includes representatives from the Ministry of Commerce, Ministry of
Finance, Central Bank, Commercial and Savings Bank of Somalia (CSBS), ané
USAID. The foreign exchange is made available through a U.S. bank guarantee to
the U.S correspondent bank of the CSBS (Citibank). The priority commodities
for CIP financing include those which will assist in the development of
agriculture, agribusinesses, and small, light, private sector businesses.
These include:

-Seeds -Agricultural Implements -Corn Shellers
-Animal Drugs -Tractors and Spares -Maize Grinder
~-Truck Spares -Heavy Equipment and Spares -Fish Nets

-Seed Cleaners -Manufacturing Raw Materials -Feed Mills
~-Water Pumps -Manufacturing Machinery -Cold Storage



C. Private Sector Procurement

A total of $20,713,998 in foreign exchange was made available to the private
sector under both CIP II ($10,884.463) and CIP III ($9,829,536). This
represents 48% of the total financing available under the two programs. With
respect to the individual programs, 68% of the financing for CIP Il was
allocated to the private sector and 36% for CIP IlI,

Commodity imports for agricultural commodities have been given the highest
priority for CIP financing followed by industrial commodities, transport
spares and equipment, and non-agricultural finished products. A comparison of
these priorities with the number of private sector import transactions and
their dollar value for CIPs Il and 11l are provided below.

TABLE 2 .
Priorities for CIP Private Sector Financing

Number of Value
Priority Hierarchy Transactions (U.S. Dollars)

l.Agriculture 56 7,528,452

a)Production eguipment and supplies
b)Spares for existing equipment
c)Equipment and Supplies for
Irrigation Rehab
d)Equipment and Supplies for
New Irrigation

2, Industry 58 8,330,265

a)Spares for existing Agribusinesses
b)Machinery for new Agribusinesses

c)Raw materials for Agribusinesses
d)Spares for existing small industry
e)Machinery for new small industry

f)Raw materials for small industry
g)Spares and materials for large industry

3. Transport(excluding agricultural tractors) 8 1,328,219

a) Spare Parts
b) New Equipment

4., Finished Products 18 3,527,062

a) Construction Materials
b) Others

Totals 140 20,713,998




A list of all the import transactions financed by CIP II and CIP III is
included as Annex B.

The procedures established for private sector importars to participate in the
CIPs were very effective. For those private importers whe wish to import
commodities from the U.S. or a developing country, the first stop was to the
GSDR Ministry of Finance or the USAID Commodity Management Office to ascertain
if the item(s) are eligible for financing and the procedures to be followed in
soliciting price guotations. The minimum dollar value per import transaction
was $10,000 and the maximum was $1,000,000. Allocations were made by the CIP
Special Committee which generally met every two-three weeks to review
applications from private importers. Each application was accompanied by the
following documents:

-Three price solicitations from suppliers in the U.S., developing country
or both, which includes the quantity and origin of the commodities, price
in U.S. dollars, FOB price, freight cost, insurance cost, supplier's
bank, and recognition by the supplier that financing is provided through
the CIP mechanism;

-Justification by the importer for the solicitation he has selected; .
-Form B signed by the importer;

-Signed Letter of Credit Application Form from CSBS;

-Copy of Foreign Traders Certificate (Import License).

If the praivate importers application was approved, the CIP Special Committee
issued & letter, co-signed by the Chairman and USARID CMO, to the CSBS,
informing them of it decision anc reguesting the Bank to take on deposit local
currency ecguivalent of 50% of the dollar value of the allocation (calculated
at the official rate). Once the Committee received prccf thst the local
currency had been deposited, it authorized, by co-sicned iecvver, the CSBS to
issue a Letter of Credit for the importer. This Letcel or Creait was
transmitted to Manufacturers Hanover Trust and Citibank New York, the CSBS
corresponcent bank in the U.S. The supplier was then approved to ship the
commodities and, upon receiving a Bill of Lading, prepared the invoices
necessary to obtein payment either directly by Manufacturers Hanover Trust andg
Citibank or through the suppliers own bank. Once the commodities had arrived
in Somelia, they were held in port until the importer depositec the remaining
50% of the local currency deposit and paid any custom duties or port charges
which had been incurred, Post-payment verification of tie documentation by
AID provided another countercheck that the procedures had been properly
followed.
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D. Public Sector Procurement

A total of $22,286,002 in foreign exchange was made availanis to the public
sector under both CIP 11 ($5,111,341) and CIP 111 ($17,l74,661). This
represents 52% of the total financing available under the two programs.

A list of all the import transactions financed by CIP Il and CIP 111 is
included as Annex B.

The procurement procedures for the public sector were slightly different than
those used for the private sector. Like the private sector, public sector
importers were required to make their applications to the CIP Special
Committee. The principal difference was that the public sector was required
to use formal competitive bid procedures, approved in advance by the Special
Committee, except for spare parts for existing equipment which was approved
for negotiated procurement. Where these competitive procedures were regquired,
the bid documents were advertised in the U.S. After public bid openings and
the evaluation of all offers, the public importers informed the CIP Special
Committere of their awards and submitted the following documents:

-Copies of the offers received;

~-Copy of the evaluation and recommendation for award;
~-Form 11 B;

~Completed Letter of Credit Fom from CSB.

All other procedures, including the opening of Letters of Credit, shipping,
and local currency deposits remained the same as for private importers.
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IV.. FINDINGS OF THE EVALUATION
A. Economic Impact

l. Balance of Payments Support

A major objective of CIP II and III was to help strenghten Somalia's balance
of payments. Somalia's balance of payments struCture has been exceedingly
weak. During 1961-85, export receipts financed on average only about 20
percent of imports; in 1984, the ratio was as low as 15 percent. In addition
to inflows of private transfers in the form of workers’ remitttances, receipts
of foreign aid have financed the bulk of imports. .Although a large proportion
of external assistance has been received in the form of grants and on
concessional terms, the debt service burden has risen rapidly in recent years
and contributed to the pressure on the balance of payments. The current
account deficit averaged 10 percent of GDP during this period; excluding
official transfers, the average ratio was 24 percent. Deficits have been
financed by an accumulation of payment arrears and debt relief.

The CIP I1 and I1Il were not particularly successful in providing a rapid
infusion of foreign exchange. Obligated in July 1983, CIP 11 was delayed by
five months due to a series of problems in getting the documerts to -
Washington, locating a lost document between Washington #%6 Wew York, end
getting the acceptance of the Bank for the Letter of Committment. Hence, most
of the $16 million in funds provided under CIP II were disbursed in 1984.

Implementation of CIP 1I1I, obligated in February 1985, was delayed 8 months
because the GSDR ordered an investigation to determine if the CIP program
should be used to assist the private sector and if it was good for the
country. The GSDR investigation was chaired by the Minister of State and a
representative of every ministry, as well as the State Economic Committee in
the Office of the President, participated. The conclusions of the
investigation were that: (a) the CIP should be continued; (b) the CIP shoula
assist the private sector; (c) the number of members on the CIP Special
Committee should be decreazed; and (d) the Ministry of Cnmmerce would chair
the Special Committee. These recommendations were implemented by the Ministry
of Finance.

Other factors reduced the attractiveness of CIP 111, causing further delays in
making disbursements. First, the recently-instituted World Bank, Italian, and
German Agricultural Import Programs provided financing for the backlog of
demand for European goods. These programs had larger share of eligible items,
were more price competitive due to the overvalued dollar during the early
1980's, and offered cheaper transport costs than the USAID CIP. Exchange rate
developments also produced disbursement delays; the GSDR introauced a free
basic exchange market in 1985, causing another wrinkle. The difference
between this ancé the ofticial ClP rate for the private sector was not enough
to counteract the addea costs or reduced profits of following U.S. CIP
regqulations. Therefore, some of the CIP III allocations were not pickea up by
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the private sector as quichly as in previous U,S8. fiinancea CIPs. The tinal
factor was that for those without political connections, credit is virtually
unavailable to the private sector in Somalia, making it difficult to provide
local currency for the required deposits. Even when credit was available, the
difference between the official rate and the free market rate was not
sufficient to outweigh the costs of having the local currency funds tied up
for up to twelve months.

By February 1986, approximately $8.2 million of the $27 riliion allocated
under CIP III had not been taken up by the private sector importers. Several
large import allocations fell through at the end of 1985 including financing
for agricultural tractors, implements and spare parts which were finally
financed by the other CIPs as well as steel sheeting for ripple roofing due to
an importer's shortage of local currency. Since allocations for the CIP III
were only made in October 1985, the fact that some of the other private sector
allocations had not been taken up cannot be considered surprising. Once
allocations are made importers need time to renew proformas and arrange for
the large amounts of the local currencies to be deposited. Nevertheless, the
fuel crisis which surfaced in Somalia during early 1986 and the desire of both
the MOF and USAID to accelerate the disbursements of foreign exchange led to
the decision to use CIP funds for the purchase of petroleum., CIP III was
amended to allocate the remainder of all CIP financing for GSDR purchases of
petroleum products, and these supplies arrived in June 1986, Private sector
importers continued to request financing from the CIP III for months
afterwards and were told that no financing was available.

While the CIPs did not provide for a quick infusion of foreign exchange, the
balance of payments assistance and foreign reserve support provided by CIP Il
and 111 has not been unimportant. For the purposes of our uralysis, $16
million wzs provided ir 1984, $£1Y.8 million in 1985, in¢ $-.Z million in
1986. The $16 million provided under CIP II in 1984 funded 4 percent of
Somalia's import bill or 5 percent of the country's current account deficit
before official transfers. For CIP 111, the $l9.8 furnished in 1985 financed
5 percent of the import bill or more than 6 percent of the current account
deficit before official transfers, and the $6.2 million in 1986 covered 2
percent of the import bill and 3 percent of the current account deficit before
official transfers.

Somalia's dire foreign exchange reserve situation suggests ihe importance of
the CIP.-assistance. We would note that, at the end of 1984, Somalia had
foreign exchange reserves amounting to but $6 million, one week of imports.
For 1985, the respective data were $8 million and one week of imports. (Data
for 1966 were unavailable.) Reserves amountinc to three montns of imports are
normally considered prudent.

The CIPs have helped Somalia to meet targets set under the IMF stand-by
arrangements in 1982 and in 1985. The funds provided under CIP 11 also may
have playeé a role in enabling the GSDR to virtually eliminate import

licensing in January 1985,
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2. Impace on Growth

CIP II and 111's impact on growth depends on the nature of those imports that
would not have been made in the absence of the CIP arrangements. Clearly, the
$17.2 million in oil imports financed by CIP III probably displaced regular
foreign exchange imports. In the absence of CIP III funding, the GSDR would
have socught out other sources of funds to finance the petroleum.

On the other hand, most of the other imports financed by CIP II and III
probably would not have been transacted in the absence of the arrangements.
Somalia has had severe balance of payments difficulties, and these
difficulties have translated to an extreme scarcity of foreign exchange.
Hence, excluding petroleum imports, the remainder of commodities imported by
the CIPs has been additional to what would have been imported in the absence
of the CIPs, These other imports consisted primarily of productive sector
imports. A

in sum, aside from the $17.2 million in petroleum and the $6 million set aside
for Title I shipping costs, CIP II and I1I financed growth—enhancing
productive capital and intermediate goods inputs rather than items destined
for immediate personal consumption. Thus, real growth in Somalia has
undoubtedly been higher than it would have been without the CIPs. Real growth
was 3.5 percent in 1984, a positively buoyant 6.4 percent in 1985, and 5.0
percent in 1986.

By the end of 1964, U.S. imports amounted to $82.4 million or 0 percent of
Somalia's import bill, up sharply from 1982 when imports added to $52.3
million or 10.8 percent cf tot-] importe. However, the CIPs have contribuied
only marginally. Total U.S. imports financed under the CIPs were but $6.5

million.

B. Impact of the CIPs on the Private Sector

1. CIP Objectives for the Private Sector

The documentation for both CIP 11 and III identified specific objectives for
these prograps with respect to the private sector. 1In the most general sense,
the CIPs were to "strengthen the private sector and encourage it to play a
more significant role in Somalia's development.” More precisely, both
documents targeted 85% of the financing for the private sector. The CIP III
PAARD implied that local currency generations would be used for "using local
currency to pay private sector entrepreneurs to undertake activities normally
left to government, such as road maintenance, port administration, and rural
health delivery.”
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2. CIP Performance and the Private Sector

The CIP II and CIP I1I substantially contributed to the strengthening of the
pPrivate sector in Somalia. Even though the allocation of fo:eign exchange to
the private sector fell far short of its target (48% incstead of B85% Of grant
financing), the available financing has been used well. Significant numbers
of businesses in the agricultural and industrial sectors have used the CIPs to
start up new businesses, expand production, and maintain and even expand local
employment levels.

In tems of the number of import transactions, the private sector was by far
the largest user of the CIPs. Out of a total of 109 import transactioms
financed by CIP 11, 98 (representing €0 different importers) were from the
privete sector, For CIP IJ1 42 private sector import transactions
(representing 32 different importers) were financed out of a total of 46.

Commodities utilized in the manufacturing and construction industries were the
principal imports financed through allocation tn the private sector.
Agricultural and agribusiness sectors were the second largest users of CIP -
financing. Overall, the composition of imports was very appropriate to the
needs of the country and provided good investment dollar to the private
importer. However it is clear that the tractors imported for the agricultural
sector haé a much higher return for the economy than the raw materials for
furniture or cement used for residential areas. Table 3 below summarizes the
utilization of CIP financing allocated to private importers by sector.

Table 3
Distributicn of Private Sector CIP Financing
($000's)

Sector ClP 11 CIp 111 Total
l.Primary Agriculture 4,757 28 ToaL 1S
(Supporting Ag Production)
2.Secondary Agriculture 1,478, 1,264 2,742
(Supporting Ag Processing)
3.Private Transportation 159 1,167 1,326
4.Private Industry 4,480 7,370 11:860

Totals 10,884 9,829 20,713
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The average foreign exchange financing per private sector transaction under
CIP 11 was approximately $110,000 with individual transactions ranging from
$10,000 to $925,000. Under CIP III, these levels rose signifizazatly. The
average value of all private sector import transactions «as SZEd,DDD with
individual transactions ranginc from $10,000 to $1,926,U00.

One of the most important legacies of CIP II and CIP III in the private sector
has been its contribution to starting new businesses and, in some cases,
resurrecting old ones. New businesses which have used CIP financing for start
up include a bonemeal processing plant, a factory for making polyprethane bags
for agricultural products, a cattle feed factory, a vegetable o0il processing
plant, a tannery, an agro-chemical mixing plant, a fish distributor, a salt
refinery, two bakeries, a biscuit factory, and a sandal factu:y. These new
businesses have together utilized over 13% of the total private sector CIP
financing. Two other enterprises were resurrected by the USAID-financed CIPs
a steel fabrication plant and a galvanized pipe business (i.e. they had been
closed but were purchased by new owners}. These biusinesses used another 12%
of the total private sector financing.

During the evaluation of these CIPs, private seCtor representatives indicated
that if more funds would have been available to the private sector an even
greater portion would have been used for starting up new businesses especially
in the areas of agricultural processing and small manufacturing. A couple of
businessmen have gone so far as to suggest that they are just waiting for
foreign exchange financing to start new industries. Past experience in
Somalia should be used to temper such statements. On one hand, these views of
the few entrepreneurs interviewed during the evaluation could have been
aberations. However, their perspective contrasts sharply with the traditional
"trading® approach of most Somalis and could be important if it signals a
movement in outlook by Somali businessmen no matter how few. Their line of
reasoning is that as a limited number of individuals build up large capital
balances of local currency they begin to look for ways of protecting it.
Keeping large balances of funds working all the time is not zasv. 7Trading,
the most common use for these balznces, is characterized by a —<umber of risks
eesccictec with shipping, time delays, etc. With lazger balances of funds,
risks increzse proportionately. The key point in their argument is that
manufacturing. or agricultural processing can be a way of building an assest
which will deliver & steady stream of income which offers a certain amount of
resistance to inflation and develuations., These arguments should be explored
in more detail by the Mission.

Estimates of overall production and employment increasées generatc2 by the
USAID-financed CIPs are not easily calculated. The lack of foreign exchange
is one of the principal causes for the severe underutilization of Somalia's
productive capacity. Interviews with private sector businessmen who have
participated in the CIPs indicated that their production is running at about
30-50% of capacity, rates that would have been lower in the absence of CIP
financing. One company, Svila Paints, which is a veteran of CIP II and CIP
111, reported that they will close down their operations later this month for
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the lack of foreign exchange. With respect to the new and resurrected
businesses identified above, once they are better established, additional
production for the country is expected. In particular, the bonemeal plant,
tannery, and cattlefeed operations may have significant impact on other
aspects of the economy since they utilize large amounts of local resources
from the arable agriculture, livestock, and fisheries sectors. Approximately
230 new jobs have been created by the new and resurrected businesses.
Financing for spares, new machinery, and raw materials for existing private
sector operations are believed to have saved several times that figure. For
example, each of the two hundred farm tractors imported under CIP Il provided
employment for two drivers or 400 jobs. Likewise, new bottles, better
detergents, ané more concentrates permitted the local Coca 7nla representative
to maintain his franchise and jobs for 150 peuple. .in t%2 ajricultural
sector, the impact was truly remarkable. With CIP finaacing, SNAI, a public
sector sugar producer, purchased spare parts which allowed it to resume
operations and return to work a force of 2,000 permanent staff in addition to
3,000 temporary workers, Spare parts for Juba Sugar Company registered
similar re-employment gains. '

The U.S. financed CIPs have also helped the Somali private sector to build
links with new trade partners. Procurement from U.S. sources for CIP 11
included slightly less than one third of the total private sector transactions
{(31) representing thirty five percent of the total dollar value allocated to
the privete sector. U.S. sources for procurement financed by CIP 111l
provided only two transactions, both for the private sector, for $36,000 out
of a $27 million grant. Sy contrast, Taiwan leceived 252 of the import
transactions and z7 percent of the CIP II financing and over 60% of the import
transactions and 58 percent of the CIP financing allocated to the private
sector. Kenya, the most accessible market for Somalia, captured ten percent
of the private sector transactions and an equal share of the total CIP II
financing for private importers. 1In CIP 1II, Kenya obtained two import
transactions worth $237,000.

3. Perspectives on the CIP for the Private Sector

The reiationship between CIPs Il and III and the private sector has been
developed and nurtured through a three way arrangement between the GSDR,
Somali. businessmen, and USAID, Each has had certain expectations concerning
what the CIPs were supposed to accomplish and therefore have somewhat
different perspectives on how these programs have fared.

The Someli tusinessmen point Oout in great detail that tncy neve been hsavily
dependent upon USAID for the foreign exchange necessary to keep their existing
operations going and for making new investments. They have viewed CIP Il ana
CIP 1II as a commitment by USAID to the Somali private sector and proauctive
investment (as opposed to trading). While they remember some of the
inconveniences of the CIP process, they more vividly remember the pool of
cheap foreign exchange which they were able to draw upon, and the "fairness"
of the allocation system. Across the board, these businessmen remarked that
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the CIPs have been AID's most effective assistance program as evidenced by the
publicity they received (especially since AID regulations require marking of
all commodities with "AID handclasps®), the results they have achieved, and
the birth they have given to other donor ClIPs.

The GSDR has praised the performance of the CIP II and CIP III in keeping the
private sector in business during a time of severe foreign exchange shortages.
The GSDR is aware that the CIP financing reduced the private sector pressure
on it to allocate its own scarce foreign exchange supplies to private
businesses. But perhaps the most attractive feature of the CIPs to the GSDR
is the way that they allocated scarce foreign exchange to productive prjvate
investments in the agricultural and industrial sectors. mother aspect'of the
CIP which the GSDR sees as a benefit is the fact that tle impurt documentation
for the CIPs (including the proformas and invoicing) makes the calculation of
duties easier and makes under invoicing more difficult.

While support for the private sector was only one of the three objectives for
USAID providing the CIPs there is a general recognition by USAID/Somalia that
this aspect of the program has been successful. It is probably true that of
these three objectives, strengthening the prjvate sector has taken the .
backseat to economic policy reform in terms of Mission attcntion during the
implementation of the CIPs. Even so, the Commodity Management Office which
has retained almost exclusive responsibility for the private sector aspects of
the CiPs, has accomplished s great deal. Its staff has met with and
counselled a large portion of Somalia's private sector. They have also built
a good working relationship {some over four years) with the 100 or so private
importers who have utilized CIP financing, as well as the government
institutions which support commercial activities in Somalia, It is unclear
that the Mission was able to utilize the goodwill and broad based contact it
developed with the private sector and related government institutions during
the CIPs to effect the types of "strengthening of the private sector® implied
in the CIP documents.

C. Impact of the CIPs on Economic Refomms

The conditionality attached to the CIP programs constituted an ambitious
policy dialogue agenda. This was all the more the case given where Somalia
was on the adjustment path. The GSDR structural adjustment program had begun
way back in 1981, Most of the politically "easy" reforms already had been
undertaken. What remained were the difficult reforms -- the t£o-called ®sacred
cows®™ on which the CIP programs focused. There »imply werl Lou many refomms,
especially in light of the thin GSPR manpower base. Hides ana skins,
petroleum distribution, private sector banking, and the banana export
industry, in particular, all constituted legitimate "sacred cows." The stage
of the GSDR adjustment program suggested that we consider concentrating scarce
policy dialogue resources on at most one or two issues.

The policy dialogue with the GSDR was framed within six covenants for CIP 11
and three covenants and two conditions precedent for CIP IIl. We should note
that conditions precedent and covenants do not have equal fccting. A covenant
is not a requirement imposed on the host country; rather it is an article of
good faith between the donor and host country.
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Nonetheless, some impressive economic policy advances have been made, e.g.,
removal of import licCensing, reductions in the civil service work force,
establishment of a private trade organizations. On the other hand, in some
areas while the GSDR complied with the letter of the agreement, it was less
than forthcoming in terms of the spirit of the agreements. In this regard, we
would note econonic incentives for technical personnel in the civil service,
stimulation of private savings and investment, export monopolies, and
petroleum products distribution.

(1) CIP I! Conditionality

(a) IMF Stabilization

Grantee covenants to adhere to the IMF ‘stabilization program and any
subsequent IMF program such as the forthcoming Extended Fund Facility.

Discussion:

GSDR perfommance relating to satisfaction of the covenant has been
mixed. From 1961 through 1983, the GSDR successfully implemented two
stabilization programs supported by IMF Stand-by Arrangements. The
measures taken under these programs included adjustment of the exchange
rate, fiscal and monetary restraint, and significant liberalization of
agricultural prices and marketing. These measures contributed to some
improvements in Somalia's economic and financial situation. Real GDP
increases averaged 5 percent per annum, while the overall budget deficit
{excluding grants) decreased from 17 percent of GDP auring 1978-80 to
less than 9 percent during 1981-83. Domestic credit expansion was
moderated, and the inflation rate fell from 60 percent in 1980 to an
average of 30 percent during 1982-83.

Somalia's economy, however, suffered a major setback in 1984 owing to the
GSDR decision not to implement further policy reforms as identified under
a draft IMF Extended Fund Facility arrangement, in addition to the
suspension of cattle imports in the traditional Saudi market and the
impact of the 1983 drought on domestic production. Consequently, the
overall budget deficit rose sharply; public sector borrowing from the
banking system doubled in one year; and the inflation rate reached a
record 92 percent. Exports fell to 45 percent of the level recorded in
1982 and debt service arrears increased to about $190 million. As of
year end 1984, Somalia's outstanding external debt was larger than its
GDP.
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(b) Reduction of Government Employment

Grantee covenants to reduce the central government's staff by hiring only
half as many people as leave government employment during 1984.

Discussion:

Budget deficits in Somalia, which as a proportisn o: GDP stood at 9.3
percent in 1982, have been large. The "printing of money® to finance the
deficits has produced inflation and drained scarce foreign exchange
reserves. The large size of the civil service work force has contributed
importantly to the deficits. A study commissioned by USAID argued for a
20 percent cut in the work force,

The GSDR has informed the World Bank that it reduced the number of civil
servants by 3,000 each year in 1985 and 1986. Civil service employment,
excluding defense personnel, had stood at 93,000 in 1585. The GSDR
initiated a plan whereby released employees would be given either land
(five hectares) or assistance in acquiring boats to become fishermen.
Also, since July 1985, retired employees are not being replacead.
Moreover, the GSDR abolished in 1983 the practice of automatic employment
for all high school leavers, a practice that had contributed to a
bloating of the civil service work force.

(c) Economic Incentives for Technical Personnel

Grantee covenants to initiate a review of the possible government reforms
necessary to establish economic incentives to encourage retention of
technically qualified personnel in major ministries.

Discussion:

Low levels of salaries have contributed to low morale and motivation of
the civil service. This has been a major factor behind Somalia's weak
economic management and fairly ineffective use of know how generated
through the ongoing massive, donor~funded technical assistance programs.
In short, a well-functioning and well~compensated civil service is a must.

e required under the covenant, a study of civil servant salaries and
incentives was prepared in 1984, Commissioned by USAID, the study
recommended wade increases of 500 percent. However, the recommendations
made in the study have not been implemented. Aside from a 10 percent
cost of living hike in 1980, some increases in allowances, and salary
increases ranging from 26-40 percent accorded for low paid staff in
January 1987, there has been no general rise in civil servant
compensation in recent years. Given the considerahle inflation that has
taken place, civil servant salaries in 1985 were 15 percent of their 1977

level in real terms.
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(d) Stimulation of Private Savings and Investment

Grantee covenants to continue to liberalize rules anl regulations which
act as disincentives to private savings and investment in Somalia.
Specifically, the Grantee agrees to (a) initiate a study of the foreign
investment code, (b) initiate a study of the feasibility of an auction
system for foreign exchange transactions. and (c) liberalize the granting
of domestic light industry licenses,

Discussion:

An initial GSDR review ot the foreign investment code was undertaken in
1984. As a consequence, a revised private and foreign investment code
was sent to Parliament where it was approved. The revised investment
code reduces regqulations and gives concessions to private firms. It is
unclear whether a Presidential Decree authorizing the code has been
made. In any event, no firm has yet to come forward and make use of the
code's concessions. Somalia's economic and social infrastructural
constraints may pose formidable obstacles to foreign investors.

: Mission-funded study of the foreigr exchange system was undertaken. A
foreian exchange system which produces a realistic exchange rate is a
must; appropriate price signals must be sent. The ove.valued exchangc
rate that the GSDR has been maintaining discourag: s expurts and augments
the demand for imports. Tne study, which pointed out many of the
administrative obstacles which prevented the foreign exchange system from
operating efficiently, may have helped pave the way to GSDR adoption of a
foreign exchange auction. The foreign exchange auction, which during the
period of its use was instrumental in promoting a more realistic exchange
rate, however, has since been abandoned.

The GSDR has not announced any policy measures to liheralize the granting
of domestic light industry licenses. The removal of such licenses would
have elirinated an impediment to doing business in Somalia.

The covenant did not address the issue of interest rates. Appropriate
interest rates are a key element in the stimulation of private savings
and investment. In spite of recent increases, interest rates remain
sharply negative in real terms; they are lower than the inflation rate.
Interest rates that are negative in real terms discourage savings. They
also result in creait allocations based on "creditworthiness® criteria,
denying the less creditworthy credit.
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{e) Efficient Import Procedures

Grantee covenants to review the USAID-established special system for
import licensing and report on the feasibility of applving this approach
or an alternative to all imports.

Discussion:

In the past, import licensing was an important constraint to productive
sector activity in Somalia. Import licensing reduced access to requisite
imports. Where those imports consisted of requisite capital inputs,
growth was affected negatively.

As of January 1985, the GSDR has abolished licensing of imports as well
as exports, subject to certain exceptions. On the import side, the few
prohibited items are related to national security, morals, and drugs.
There are also a few items that are subject to prior approval, e.g.,
alcohol, tobacco, medical and pharmaceutical products.

Export licenses had affected negatively the production of those items on
which they were applied. Even with the liberalization of export
licensing, some important restrictions on exports remain, €.g., bananas,
hides and skins, frankincense, and myrrh.

We, however, expect some backsliding on reforms rade recarding import
licensing. Import licens2s are likely to be ere~ces in tle near future,
unless the GSDR moves to re-establish an exchange rate system that
produces a realistic rate. The recent GSDR decision to peg the exchange
rate artificially high will reduce foreign exchange availability. An
overvalued exchange rate affects exports negatively and makes imports
cheaper. Also, Gonor flows have diminished with the GSDR decision to fix
the exchange rate and abolish the auction. Hence, to allocate scarce
foreign exchange, the GSDR may have to resort to import licensing and

guotas.

(f) Parastatal Refomm

~Af -

The Grantee covenants to institute a detailed study cf & selected
parastatals, agreed to by USAID, to identify the preferred seguence of
events to increase private participation in that entity.

Discussion:

An inter-ministerial commission was established. 1In addition to
conducting a study of public enterprises and making recommendations for
their operation, the Commission is (a) preparing financial audits of all
enterprises, (b) recommending measures to improve enterprises’
operations, (c) seeking to reduce the number of enterprises, and (4)
standardizing accounting procedures.
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In 1984, employees of parastatals were brought under the labor code that
applies to the private sector. Compensation ig now Aetermmined by
barsaining; the GSDR can offer prcduction incenLivés t¢ individual
enterprises; and parastatals are free to hire and fire. Boards of
Directors are being established for each enterprise to enable them to
operate more autonomously. Foreign rehabilitation of some enterprises
already has commenced, including the Mogadishu Dairy, the Juba Sugar
Plant, and a cement factory.

However, the unsatisfactory performance of public enterprises engaged in
agro-industrial or manufacturing production continues %o result in a
drain on the public finances. Operating at very low capacity, the
enterprises report losses. Unable to pay taxes to the GSDR or meet their
own financial needs, they thus rely heavily on bank borrowing.
Improvement of parastatal operating efficiency is ecsontial to Somalia's
future economic and industrial growth. Although the GSDR has been
committed to parastatal reform, progress has been very slow. While the
GSDR agreed to assign parastatals to various categories for the purposes
of rationalizing their activities, actual reform measures, even
feasibility studies to determine the viability of individual enterprises,
have yet to be undertaken.

(2) CIP III1 Conditionality

{a) Private Trade Organizations

Condition Precedent

Evidence that the GSDR has reiterated its announcement that individuals,
private sector companies, and businessmen may orgarize independent
private trade asociatinns for the purpose of pronotii ~conomic,

comme zciail, and indusirial progress. '

Discussion:

A pre-requisite for an improved economic climate in Somalia is the
creation of private institutions which can support and nourish private
enterprise. In this respect, a private businessman's association, most
notably an active private Chamber of Commerce, is needed to act as an
independent voice of private sector concerns to GSDR anZ as a conduit to
deliver training, information, and other types of services to private
enterprises. Such an organization, which would provide a mechanism for
identifying policies which would stimulate both domestic and foreign
investment, would consiitute an important asset in furthering Somali
development goals.
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The first step towards an effective private Chamber of Commerce has been
undertaken. The Ministry of Commerce has relinquished control of the
Chamber ana an interim Board has been appointed by the President of the
GSDR. The Board will function until the Chamber is zclf-supporting and
elections by the paid-up members can provide an independent elected
Board. A local Young Presidents Club also is being formed by local
businessmen and the U.S. organization. 1In addition, a Somali-American
Business Council has been formed in Washington, D.C. and Somalia.

(b) Private Banking

Condition Precedent

Evidence that the GSDR has announced publicly that private banks are
foreseen as part of the economic and financial reform in Somalia.

Covenant

The GSDR covenants to continue its progress toward liberalization in the
services sector. To further this progress, the GSDR will develop )
procedural guidelines for the establishmeui of wrivzte banks and examine
the regulatory requirements for having other private sector activities in
the services sector.

Discussion:

Financial intermediation is extremely undeveloped in Somalia. Little
competition exists; the provision of services thus is inefficient. The
financial system discourages savings and investment. Many private sector
businessmen want alternative sources for loans and nin-r bank services.
In large part, these difficulties can be attributed to the ownership of
intermediaries by the GSDR. For instance, the only commercial bank in
the country -- the Commercial and Savings Bank of Somalia (CSBS) -- is
State-owned. It is considered to be inefficienc, scrving as an
impediment to further development of the country's private sector. The
CSBS has many shortcomings related to its limited capacity to evaluate
loan proposals adequately, monitor use of funds, and recover repayments.

In'addressing the condition precedent and covenant, efforts have focused
on private banking. 1Initially, it was thought that State law precluded
the establishment of private banks. Hence, the rules and regulations
permitting the establishment of private commercial banks were prepared by
the U.K. private banking firm of Samuel Montague under contract to the
EEC. Enactment of the rules and regulations were awaiting final approval
of the GSDR cabinet and the President. It now appears that some of these
efforts were not required. At the time of nationalization of private
banks in 1970, there was a law permitting the establishment of private
banks. That law has not been rescinded, although it perhaps may regquire
some revision to make it more current. To establish a private bank,
central bank authorization is required. However, betor< the Somali
Central Bank will authorize a privat¢ bank, it inis! have Ministry of
Finance approval which in turn is contingent on Presidential approval.

In sum, although overtures have been made by two private foreign banks,

no private banks operate in Somalia.
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(c) Export Monopolies

The GSDR covenants to continue its progress toward liberalization of the
export sector. To continue this progress, the GSDR will undertake an
analysis of remaining export monopolies (hides and skins, frankincense
and myrrh, and bananas) to define the benefits and costs of these
monopolies and to explore the effects of opening these commodities to
competitive exports through the private traders.

Discussion:

In light of the thin export base, Somalia must maximize the production of
those goods that it does export -- bananas, hides and skins, and
frankincense and myrrh. SOMALFRUIT, a joint venture betusen the GSDR and
DeNadai, the Italian conglomerate, has exclusive expdrt rights for
bananas which, after livestock, is the country's most important export.
GSDR parastatals control the export of hides and skins and frankincense
and myrrh. SOMALFRUIT and the GSDR parastatals undoubtedly pay the
Somali producer less than the producer would get if he were operating in
a competitive environment. Bence, production and thus exports are
discouraged.

Only modest progress has been achieved regarding the covenaut. Price
increases totalling 50 percent have been accorded to producers of hides
ané skins, and the commodities can now be sold freely on the domestic
market. However, the export monopolies on hides and skins as well as
pananac and frankincense anc myrrh remain.

(d) Petroleum Products

The GSDR covenants, prior to the purchase under this agreement of
petroleum products, to meke its intention known that it will permit
private importers to import petroleum products. Procedures for this will
be mutually agreed between USAID and the GSDR.

Dicussion

Given the significance of petroleum to the Somali economy, reforms in the
purchasing, pricing, and distribution of petroleum are of considerable
importance. For instance, petroleum imports account for 40 percent of
the country's total imports. It also is an important productive sector
input. In the past, the National Petroleum Agency was responsible for
the importation of petroleum products, paying mcre for petrolenm products
than it prcbably should have, T :

The petroleum distribution system is still a monopoly. Only a few
private entities have actually been able to import diesel oil. No
private import of gasolinc or kerosene is allowed.
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D, Impact of the CIPs on the Public Bector

1. CIP Objectives for the Public Sector

In addition to the economic policy reform objectives listed above, CIP Il and
CIP 1I1 included two other objectives for the public sector. The first was to
provide a source of foreign exchange financing for the public sector,
especially for public industries. The other objective was to generate local
currency for implementina policy reforms and priority development projects
notably in the agricultural sector. Both CIP documents anticipated that 15%
of the total CIP financing would be allocated to the public sector.

2. Foreign Exchange Financing for the Public Sector

The public sector in fact received much more than the targetted 15% of CIP
financing. It utilized $22.7 million representing 52% of the total CIP II and
CIP III funding throuah 11 import transactions for the first CIP and four
transactions for the second.

Yet the number of public sector transactions were few; only 11 for the first
CIP and four for the second. The three allocatiens for the National Petroleum
Agency and IRAQSNM Refining Company to import petroleum, lubricants, and oil
overshadnwed all nther transactions financed by the CIPs. These two public
sector conmpanies received roughly 516.8 million through both CIPs representing
a Jittle less than 40% of the all foreign exchange provided by both CIPs. The
sinale allocation the Ministry of Finance to pay for the shipping services of
PL 480 food was the next largest allocation to the public sector. Public
sector industries, primarily those involved in processing agricultural
products, also received ten allocations of foreign exchange to purchase spare
parts and some new equipment. Table 4 below summarjzes the utilization of CIP
financinag by the public sector.
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Table 4 N
Distribution of Public Sector CIP Financing
($000's)
Sector CIP 11 CIP 111 Total
l. Primary Agriculture 43,000 43,000
(Supporting Ag Production)
2. Secondary Agriculture 383,500 507,700 891,201
{Supporting Ag Processing)
3. Puhlic Transportation 3,761,305 3,761,305
4. Public Industry 707,586 707,586
5. Petroleut (a) 215,950 16,666,961 16,88::,911
Total 5,111,341 17,174,661 22,286,002

(a) Ster] sheets were provided to the national petroleum agency to make oil
tins.

All petroleum products purchased were financed under CIP III. The original
design of ©ip II1 anticipated an allocation of $9.0 million for petroleum
producis principally as a mechanism for delivering fast disbursing balance of
payments support. This initia) transaction commenced in September )9RS, Jess
than twn months after the Conditions Precedent had been met. The IPADSOM
Relrning Cnvnany, as a public company, received the foreign exchanae at che
of [icial rate of SSh 40=$1. The second petroleum import allocation was to the
National Petroleum Agency, also a public company, in May 1986 at the
commercial 2ank a rate of SSh 84=$§1 rather than the ofricial rate of Sth:6=§)
(the officia) rate had depreciated since September 198%). The decisior of
USAID to apnly the commercial bank rate was based upor the fact that, tince
these funds were being appropriated from the private sector allocation the
GSDR should pay the commercial bank rate. This was reluctantly accepted by
the GSDR. ’

Certainly the financing for petroleum products from the CIPs offered quick
disbursing t.:lance of payments support and a broad impact on the entire
economy. Di-sel fuels especially are important for transport, electric:il
power, and acricultural equipment. However, the refined gasoline (7 MT}
financed unner the second transaction was primarily used for consumption
activitijes,
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The CIP II financing for the PL 480 shipping services also was another
unexpected allocation to the public sector. Normally, the GSDR had been
paying for all of the freight charges for PL 480 Title I Commodities from its
own resources. Negotiations between USAID Somalia, the GSDR, and private
businessmen were in progress to allow the private sector to finance freight
charges since the GSDR did not have any foreign exchange to pay freight
charges. These negotiations involved using private sector finance for the
freight charges in return for an equivalent share of the food commodities once
they arrived in Somalia, Approximately forty businessmen were involved.

Their proposal was to put up their own foreign exchange for the estimated $5.0
million (pre-delivery figure) required to ship the 1985 PL 480 Title I. 1In
return they were to receive an equivalent value of the food calculated at at
world price plus shipping. The price of the food for these 40 businessmen
would have been slightly lower than the auction price (representing a profit
for loaning the GSDR foreign exchange). This arrangement would have
pre-empted almost a gquarter of the food supplies of the shipment leaving
approximately 40% of the shipment to be auctioned. The private financiers’
were to be excluded from the food auction. However, due to an intercession of
the Somalia Ambassador in Washington to AIDMashington, a decision was made by
AID/Macshington to finance freight from the CIP., This decision undercut the
groundwork which was being set up to eliminate very large foreign exchange
costs from the aovernment budget (especjally for food freight charges and

pet roleur: products) by transferring them to the private sector. While private
importers are nowv able to participate in the food auction, freight financing
is stii] being obtained from donors when domestic financing could be arranged.

Public sector industries used CIP financing to revive sugar production and
processing, rehabilitate the fishing industry, provide spare parts to the
pubhlic pasta company, and expand the national telex system. While the CIP
financina for the sugar industry was critical at that time and qgenerated
significant production and employment gains, the company has sir-e closed due
to the obsolete and worn out facilities and the prohibitive costs of
rehabilitation. By contrast, the CIP financing which was used for the spare
parts for the pasta factory were sufficient to restart the business which is
still operating. The foreign exchange allocation to the Ministry of Fosts and
Telecommunications permitted the expansion of the phone and telex circuits to
northern Somalia and with the international community. This improvement
permits commercial transactions to be carried out more quickly and over a
broader area., CIP financing for marine engine spare parts was allocated to
the Ministry of Fisheries to repair marine engines in an estimated 2,500 boats
owned by government which were to be s0ld to the private fishermen. These
sales have taken place, although the exact number of boats transferred to
private nwnership is not known.
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3. Local Currency for the Public Sector

- CIP generated local currencies have been used to fund a variety of primarily
non-agricultural development projects in Somalia because, PL 480 1local
currency generations can be used only to fund agricultural and health
projects. In light of this, it is unclear why the CIP generations would
specifically have been targeted for allocation to the the agricultural sector
as well. These local currencies have had significant impact on the projects
which received them, although not necessarily "development® impact. 1In
addition, CIP generations have had some very modest, although largely
indirect, policy impacts.

These funds have been administered by the Domestic Development Department of
the Ministry of Finance and jointly programmed by the Generated Shillings
Proceeds (GSP) committee, comprised of four USAID and four GSDR
representatives. Prior to the beginning of each year, the Minister of Finance
and the USAID director sign an Annual Program Budget Plan (APBP) that i
establishes the uses to which CIP generated local currencies (as well as local
currencies generated by other programs) will be put. This APBP is approved by
the Council of Ministers as well as the Parliament. CIP generations have been
used to fund the local currency costs of all non-agricultural (as well as a
few agricultural) USAID funded development projects (i.e., Kismayo Port,
Family Health Service, SOMTAD, P1P, PVO Partners, CDA Forestry, and Refugee
Self-Reliance) as well as the USAID "Trust Fund" which provides shillinas for
contractor support. (In addition, 5 percent of each CIP's Jlocal currency
generations has been reserved for USAID operating expenses.) CIP generations
also have funded a variety of non-agricultural, non-USAID-funded development
activities proposed by the GSDR and acreed to by USAID. (See Table 5 for a
list of US*:, and non-USAID activities funded by CIP generations.)

Of the SoSh 2,255,187,000 in local currencies generated by CIPs II and 117,
SoSh 112,759,000 (5 percent) went to USAID operating expenses (OE). This left
the remainina SoSh 2,142,428,000 for programming and disbursement by the GSF
Committee. As Table $ shows, approximately SoSh 1,750,000,000 has been
allocated to development activities from 1984 to 1987. Thus, 83% of CIP local
currency generations have been allocated to either USAID OE or jointly
programmed development activities. As of the writing of this evaluation, the
remaining 17% of the CIP generations are unaccounted for. A major
recommendation of this evaluation team, then, is that USAID must account for
the remaining approximately SoSh 390,000,000 in CIP local currency gener2t.ons
that have not bheen allocated.
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TABLE 5

ARNUAL PROGRAM BUDGET PLAN

ESTIMATED CIP FUNDED ACTIVITIES

1987¢
USAID-SPONSORED PROJECTS:
AGRICULTURE
Refugee Self Reliance 14,000
LIVESTOCK
CDA Forestry -
PUBLIC WORKS
Kismayo Port Rehabilitation 250
HEALTH/POPULATION
Family Health Services 4,000
Other --
MANAGEMENT TRAINING
SOMTAD 4,300
OTEER
Policy Initiatives/Priv, 9,000
PVO Partners 3,000
RHUDO T/A : -
USARID Trust Fund 95,000
RESERVE -—

SUBTOTAL USAID SPORSORED PROJECTS 129,550

*Estimated 1987 disbursements; 1487 APBP lists

"ESF*

1986 1985
76,000 38,000
35,000 31,000
3,500 30,000
14,000 -
57,000 6,000
32,000 --

500 --
90,000 30,000
25,000 --
333,000

22,000

28,000

16,000

25,000

135,000 100,000

(i.e., CIP and Cash Sales

Program) allocations together., Until the end of March, 1987, CIP proceeds were
used to fund these activities; thereafter, Cash Sales proceeds have been used.

1987
GSDR-SPONSORED PROJECTS:
LIVESTOCK
Tse-tse Fly 6,300
Northern Rangeland 3,000
MINERALS AND WATER RESOURCES
Mogadishu Water Supply 3,000

Other ==

1986 1985
22,000 18,000
10,000 7,000

5,000 20,000
2,000 38,900

1984

-—

15,000
16,600
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PUBLIC WORKS

Hargeisa - Borama Road 16,000 58,000 400 1,500

Jasira Power Station 2,000 13,000 700 -

Burdhubo Bridge 67,000 - -- -

Baidoa/Kismayo Electrification 3,000 20,000 - 2,000

Other -- - $2,000 109,000
TELECOMMUNICATIONS

Mogadishu New Tel. & Telex 3,200 8,300 22,000 -

Other -- 24,000 9,500 13,500
EDUCATION

Primary Education 1,000 22,500 12,000 -

Technical Sec. Education - 34,000 20,000 -

Technical Teacher Training Col. - 15,000 10,000 -

BIGKER EDUCATION

SOMAC/SAREC 1,000 2,800 2,700 --
Sidam/Fresno 500 5,000 8,000 -
Other -— - 70,000 41,000

NATIONAL PLANNING

Statistical BRase 100 700 700 -
Strenathening Human Resource 200 300 300 --
Assistance of Plan. Department 600 375 375 -
National Monitoring/Evaluation 250 1,000 500 --

MINISTFY OF FINANCE
Domestic Development Department 1,500 5,000 1,000 430

MINIETPY OF FISHEPILES

Coastal Development - 33,000 23,000 10,000
OTHER 29,000 -- 46,000 67,000
SUBTOTAL GSDR-SPORSOPED PROJECTS 137,650 281,975 363,075 276,030
TOTAL 267,200 614,075 498,075 376,030

TOTAL ALL YEARS = Sh 1,755,380
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It seems fair to say that very little development impact would have been
achieved in the absence of CIP-generated local currency contributions since
alternative sources of funds were probably not available (i.e., in the absence
of CIP generations, there likely would have been little or no activity at
all), This is not to say, however, that with CIP-generated funds, significant
development impacts have necessarily been achieved. That is, in many cases,
CIP generations have been used to fund routine government functions, often
those established by previous donor-funded development projects. Thus, funds
have been used to maintain salaries and operations of one-time development
activities that should have become a part of the Government's “ordinary®
(i.e., recurrent cost) budget or eliminated. 1In these cases, then,
development "impact® seems less appropriate a description of these activities'
achievements that development *maintenance.® In other instances of non-DSAID
funded activities (and even some USAID-funded ones, as in the case of Kismayo
Port), CIP generated local currencies have been used to fund capital
expenditures (e.g., Burdhubo Bridge, Mogadishu Water Supply, Jasira Power
Station, Hargeisa-Borama Road, Baidoa-Kismayo Electrification). These
construction activities undoubtedly have a developmental impact.

Regarding the development impact of CIP generations on USAID-funded
activities, in general it can be said that, to the extent CIP generations have
paid for Somali staff salaries and benefits (such as improved office
environment, expanded and more comfortable travel opportunities, etc.), these
local currencies have "bought® greater motivation, participation and
cooperation in achieving project goals. In the absence of these local
currency payments, USAID-funded projects may have been able to achieve far
less - cor may have had to convert dollars to shillings to achieve the same
result. CIF generations provided through the USARID Trust Fund also have saved
foreign exchange in contractor support; all U.S. technical assistants recident
in Somalia benefit from CIP generations in the form of house rentals, vehicle
maintenance and other services, The benefit of CIP generations, then, has
been largely to save USAID projects dollars and to allow the GSDR to meet its
local contributions without further taxing its already over extended
*ordinary"™ budget. 1In this regard, then use of CIP local currency generations
has con*ributed indirectly to balance of payments and stabilization objectives
of the CIPs and the broader mission program. The budget support objective of
CIP local currency generations certainly has been directly achieved.

Regardinc the ahility of CIP local currency aenerations to address other
broader policy issues, the most notable achievements have been in the
opportunities to address some policy issues, particularly GSDR budgeting
procedures. Although progress is slow, inroads have been made in discussing
and implementing improved budgeting techniques. This progress has been
supported within the Ministry of Finance (MOF) through the eftorts of all full
time Domestic Financial Advisor, funded by USAID, who worked on a daily basis
with the Domestic Development Department and others in the MOF.
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No CIP local currency generations have been programmed directly for private
sector use (although the Policy Initiatives and Privatization project, as
evidenced by its name, has used CIP generations to address private sector
issues and needs, and a number of private sector contractors have received CIP
generations in payment for development project activities).

The CIP local currency generations programming and disbursement system is very
labor intensive. The GSDR often has had very different priorities than USAID
in the potential use of these funds. While undoubtedly USAID could have done
more to encourage the programming of these funds to more policy-oriented
activities (e.g., such private sector development efforts as credit facilities
and management training), these achievements could only have been made with
far greater investment of USAID staff time. Given USAID staffing constraints,
USAID has considered the CIP generations have been programmed and disbursed
relatively effectively and efficiently. The discovery of approximately SoSh
390,000,000 in missing CIP generations as a result of this evaluation
obviously casts some doubt on that assumption. More accurate accounting for
all funds throughout the last several years as well as greater policy
direction ana development impacts as a result of CIP generations would have
required a larger USAID staff effort more closely connected to the
administration of the CIPs themselves.
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E. PROGRAM MANAGEMENT OF CIP II AND CIP III

1. Staff for Managing the CIPs

" USAID Somalia maintains a Commodity Management Office staffed by a direct hire

officer responsible for: 1) monitoring the CIP program; 2)advising the GSDR
ministries and importers on AID procurement regulations; 3) assisting
importers to identify commercial suppliers that can meet their regquirements;
and 4) maintaining a commercial library. He is supported by a Somali
counterpart with a broad range of contacts in the private sector and
government ministries. The CMO also has a full time secretary.

The CMO and his staff have successfully arranged for the allocation and
disbursement of $43 million under CIP II and CIP III. This does not include
the nearly $20 million from CIP I that was still being disbursed at the same
time CIP II was signed. Although the number of transactions for CIP Il was
over twice that of CIP I1I, the large number of private sector imports for CIP
II required continued support through most of the period covered by the CIP
I11. 1In addition, due to Somalia's relative isolation and poorly developed -
communication services, each procurement action has been relatively more
difficult than in most other parts of the world.

The GSDR structure for managing the CIPs consisted of representatives from the
Ministry of Commerce, Ministry of Industry, and Ministry of Finance. Each
ministry had designated staff who would be responsible for sitting on the
Selection Committee and maintaining records of applications and allocations.
In addition, technical ministries, such as the Ministry of Agriculture, were
invited to attend the Selection Committee meeting when their expertise was
regquired. The evaluation team had the opportunity to review the records of
the Ministry of Commerce and was impressed with their thoroughness not only
for the USAID CIPs but also for those of other donors as well.

Overall, the performance of the USAID and GSDPR management of the CIP programs
has been very satisfactory. During interviews with both private and public
importers, they indicated that they had a clear understanding of the CIP's
implementation process and expressed their satisfaction with the general
system. Perhaps more telling however, is the fact that other donors have
based their CIPs on the system established by USAID., 1In this case
replication, besides being the highest form of flattery, points out the real
value of the CIP 1I and 111 management system.

2. Review of the CIP Procedures

While the general satisfaction with the CIPs has been clearly articulated to

-the evaluation team, there have also been numerous suggestions on how the CIP

procedures might have been improved. These are briefly summarized below.
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(a) Applications for Financing

.All applications for CIP financing were received by the USAID Commodity

Management Office. These arrangements were favorably viewed especially by
private sector businesses. There were suggestions that the proformas required
from the U.S. suppliers be reviewed., There was a general feeling that U.S.
suppliers were not interested in providing goods to Somali importers.

Numerous instances were reported where the importers spent large sums of money
sending telexes to U.S. manufacturers without even a reply or in other cases
U.S. suppliers referred them to their overseas subsidiaries, who are
ineligible under CIP regulations.

(b) Allocation of Funds

There has been broad agreement among both private and public importers that
the allocations for the CIPs were fair and above board. Some public importers
were concerned about the *first come first serve® policy of the USAID-financed
CIPs, and they would prefer a more "allocative® system. This however was a
minority view. It should be pointed out that there is already an allocation
system in the CIP in that there are funds set aside for both public and
private sector with clear priorities for the productive uses of those funds.
There is a danger that any more "set asides® would result in a slower
disbursement of funds.

(c) Deposits of Local Currency

The introduction of the 50-50 percent deposit system was initiated with CIP
11T. This system required 50% of the local currency equivalent to the CIF
value of the imports plus the U,S. banking charges (.5% of CIF) to be paid
prior to the issuance of the L/C and the other half when the goods were
delivered in Somalia. Previously, a 100% deposit was required prior to the
issuance of the L/C. The USAID system never failed to obtain the full local
currency deposit for any import for public or private sector since both the
issuance of the L/C and the clearance of goods from port reguired a local
currency deposit slip. This system used a tixed rate for determining the
local currency deposits set at the rate of exchange on the day of allocation.
A more general concern was that the local currency deposit for manufacturers
was more harsh than for other importers whose cash flows are better off
hecause of fast turnover items such as cement, steel rebar, and other
construction materials. The Ministry of Industry suggested that the CIP couid
have been more effective if it had required manufacturers to put one third
down at L/C, one third at the time goods are received, and the final third six
months later.
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(d) Form 11

Perhaps the most vocal complaints of all the importers was directed at FORM
1. This form is required under AID Regulation 1 and therefore has been a
part of both CIP II and CIP 1I1I. Suppliers are required to fill in details
about the commodities to be imported, send this form to AID/Washington for
their approval and signature, get the form back from Washington and finally
submit it with other payment documents to the U.S. Bank. The intent of this
form is to assist U.S. Government offices to measure U.S. exports and also the
eligibility of the commodities under AID Eligibility Listing. Non-U.S
suppliers have difficulties understanding the purpose and the processing
requirements of this form. As a result many suppliers have either failed to
fill in the form or delayed submitting it to the bank with their other payment
documents., According to importers, this has produced a loss of good will in
some cases causing them to losing supplies. Since most of the procurement was
non-U.S., there was probably little use of the Form 11 to measure U.S.
exports.

(e) Shipping Procedures

Shipping under the CIPs have been a major problem because of the Cargo
Preference Act. This act requires at least 50% of the tonnage and 50% of the
dollar value of U.S. Government financed commodities to be shipped on U.S.
bottoms. Somalia is not served by U.S. shipping lines except on very rare
occasions when they deliver PL 480 food. U.S. shipping in any case is
considerably more expensive than all other carriers and for obvious reasons,
is not attractive to importers. Under CIP 11, AID/Washington approved a one
year blanket waiver of U.S. shipping from South and East Asia. This waiver
was fully utilized by Somali importers for that year.

The U.S. shipping requirements are particularly detrimental to the Somali
private importers who are, for the most part, small manufacturers. Encouraged
by U.S. requirements to obtain competitive quotations from three or more
sources, these importers can find themselves paying more for the U.S.
non-competitive shipping than the product itself. One importer related the
case where his original proforma gquoted shipping out of East Asia was $22 M/T,
however, at the time of shipment, he was told that the goods must be shipped
on a U.S. bottom at a cost of $150 M/T. Since all the CIP funds had already
been committed and his allocation was provided on the basis of non-U.S.
shipping he was forced to come up with most of the extra cost from his own
pocket, It was clear to the evaluation team that the high cost of U,S.
shipping discourages local importers from using U.S. suppliers.
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(f) Sourcing Requirements

There has been a great deal of controversy concerning the sourcing of CIP
commodities from the developing countries among Somali importers and
government officials. There was some suspicion that that quality of imports
from these countries were substandard. It should be pointed out that, prior
to the CIPs, Somalia's trading partners were primarily from Europe, especially
Italy. Therefore when the initial orders for imports were made, the Somali's
looked first to their old trading partners. 1In some cases, for instance the
procurement of spares, this was necessary. However, when imports involved new
machinery or raw materials, several Somali importers found very good sources
of supply in the developing countries of South and East Asia. For example,
cement purchased from Taiwan at $60 M/T was found to be of much higher quality
than that previously supplied out of Europe at $42 M/T. The suppliers out of
South East Asia have also proved to be technically capable and competitively
priced to deliver small manufacturing and agricultural processing equipment.
Several local entrepreneurs are starting new manufacturing businesses with CIP
financed machinery from developing countries. These entrepreneurs have
indicated that they are pleased with the quality, price, delivery time,
technical support and short start up time for installation and commencing
operations. One person indicated that his operations were able to reach full
production within 6 months after the equipment had been installed and that
comparable machinery from traditional sources took 2-3 years. Therefore, it
does appear that sourcing from developing countries has proven beneficial to
Somalia and that their views concerning other developing countries will likely
improve with growing familiarity.

The lack of commodities purchased from the U.S. has been particularly
disappointing. There have been several factors which have contributed to this
situation. Price factors include the high rate of the dollar compared to
other currencies during the implementation of CIP II and 111 and the high cost
of U.S. shipping. Non-price factors have also been impediments to more U.S.
procurement. The fact that U.S. suppliers in many instances failed to respond
to the requests of local importers for proformas perhaps is indicative of the
U.S. interest in the Somali market. To be fair to the U.S. supplier they are
normally not interested in the small quantities of goods required by the
Somali importers. Likewise, many of the raw materials, such as wattle (used
for tanning), coconut o0il, and resins and equipment for small industries are
not areas where the U.S. has many or large suppliers. Where U.S. suppliers
did express an interest in participating, they referred the Somali importers
to their non-U.S. subsidiaries who normally handle the Africa market.

Under the CIP 111, special efforts were made to procure $10 million of
lubricants, grease, and finished petroleum products from only the U.S.
AlD/Washington (SER/OP/COMS) made a formal solicitation to U.S. suppliers and
received no response. Subseguently, the procurement was awarded to local
businessmen who supplied the goods from Europe and the Gulf states.
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(g) Payments Procedures

Another area where Somali importers feel that the CIPs could have been more
effective is in terms of streamlining payment procedures. Payments to

. suppliers were made by L/C issued by a U.S. bank upon the instructions of the
Commercial and Savings Bank of Somalia. Requests for payments by suppliers
required them to submit bills of lading, commercial invoices, copies of marine
insurance policies, AID Form 282 and AID Form 11.

It aprears that the major problems in the CIP II and 111 payment systems were
late and inappropriate documentation which caused delays in processing and
final payment by the U.S. bank. In examining the copies of L/Cs issued by
U.S. banks it is not difficult to understand why suppliers in developing
countries had problems interpreting the AID reguirements. The language of the
L/Cs were in some cases vague and instead of summarizing the AID reguirements,
they simply attached copies of A1D Regulation 1. These attachments contained
a great deal of legal language, outdated AID definitions, and a list of Code
94] countries which were no longer valid. In addition, U.S. banks took long
periods of time, 1-4 months, to amend L/Cs and issue replacement of lost L/Cs.
The performance of Manufacturers Hanover Trust for CIP 11 and Citibank tor CIP
111 was equally discouraging. It is true that the U.S. Government credits
which are processed by the U.S. banks are much more detailed and intensive.
Some estimate that ten commercial L/Cs could be processed in the same time
that 1t takes to process one U.S$. Government credit. Somali importers are
correct in hiahlighting this as a problem area for CIPs II and 111, and AID
should recoanize that it must play closer attention to the initial L/Cs which
are icguyen to insure they are easily comnprehensible.

(h) Pecords and End Use Audits

The records of .CiF II and CIP 111 trancactions have been well maintained.
Arrival accounting records at the Somali ports are availanle at the port -
authoritiez, althouagh their system is tor the most part very informal. US:1D
maintains files on each CIP transaction. These records include: all the
proformas, bille of ladinag, commercial invoices, insurance certificates, local
currency deposit s=lipg, instructions to the U.S, bank to issue L/C, a meno on
arrival accountinag and amendment documents. The GSDR maintains records on all
import items by importer name, dollar value, and type of commodity. The State
Insurance Company also maintains records of import documentation for all ClP
transactions. The GSNR Customs Office maintain copies of all records for the
purposes of tariff ccllection.

USAID Somalia unaertakes end use spot checks on all commodities financed under
the CIPs. This includes on-site inspections for all machinery, manufacturing
raw materials, construction materials, and transport and heavy equipment.
There have been a number of imports financed by the CIPs, especially for the
private sector, which are not easily inspected on an item by item basis.

These commodities include vehicle batteries, tires, veaetahle seeds, spare
parts, water pumps, and bicycles. Rather than to tollow eacnh ot these itens
to the end user the CMO has utilized spot checks for each of these

catecaries, This approach would appear to be the most reasconable given the
logistical difficulties in Somalia and the shortaae of USAID statl tinme.
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(i) Relationship of the CIPs to Other USAID Programs ™

The program assistance provided through the CIPs supported a broad range cf
sectors across the economy. USAID-financed project assistance has supported
some of these came sectors. In considering the issue of how well the Mission
managed the CIP, we have examined the linkages which have been developed
between the CIPs and other parts of the USAID/Somalia portfolio. Given that
the Missions theme of "increasing the participation of the private sector in
development® was incorporated as an objective of the CIPs, the evaluation has
focused on the extent to which the private sector opportunies created by the
C1P were utilized by other USAID projects as a mechanism for promoting this
objective, At the outset it is important to highlight that probably no formal
linkage between the CIP and individual projects could have been expectea. At a
more informal leve)], however, two points hear further consideration. First,
did the Missicn recognize the complementarity between private sector CIP
imports and their project portfolio with respect to increasing private sector-
participation in development? Seconaly, did it consider any options for
capitalizina orn this complementarity? A listing of the CIP commodities groups’
ang ana their relationship with other USAID projects i1s proviaed below,

(1) Agricultural Inputs: 'The CIP was used by both public and
private importers to purchase seeds, insecticide sprayers, tractors,
implements, aaricultural hand tonls, and heavy equipment. These inputs
complemented both the Agricultural Delivery Systems Project, the Bay Region
Aaricultural Development Projert, and to some extent the Refuqgee Self Reliance
Project. 1Tne private importers offered an excellent resource for expanding
private sector participation for marke-i1ng agricultural inputs surh as seeds,
hand tonle, and tractors. Private sectar importers also opened opportur ‘*ies
for increased cash crop production by expanding commercial land clearin:,
makina wv:'er pumps availahle for irrigation, and introducing new varjet e~ and
improven aualir of =eeds. The evaluation has found no evidence that any of
these ideac were identified or explored by the Mission.

‘2) Livestock Inputs: Private sector importers used CIP
financing to purchase animal medicines, bonemeal nilling machinery, and animal
feed equipment. Another important contribution of the C1” was to obtain GSDR
approval tor tn: particapion of private businessmen to market non-injectalle
veterinary supplies. The animal feed equipment and bonemeal machinery relate
very closely with the activities of the Livestock Marketing and Health
Project. This 1s one area where the Livestock Project might have utilized
the CiP-tinanced resources of the private importer to fulfill its ohjectives
of incnrporatirq private enterrrise into the livestock sector.

(3) water Extraction and Distribution Inputs: The CIP finasced
private import: ol water pumps, steel ﬁgg;hg, screens, and spare parts for
drilling rigs. The imports complemented the inputs provided under the
Comprehensive Groundwater Project and the Bay Region Agricultural Develepmont
Projects. Thic is one area where the Mission with technical assistance from
LBI1 developed a plan to utilize the private sector, which had been
contideraly strenthened through the CIP, in Somalia's water developnent
proagrams. With the closure of the CIP 1II and its ahility to support the
foreign exchanae requirements of the plan, it has been put on th» sheltf.
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(4) Health Supplies: The CIPs helped to establish privately
owned ancillary health facilities including a medical testing laboratory and
optical lens grinding and sales of eyeglasses business. These types of
services are in the same sectors as the Primary Health Project and the Family
Health Services Project although not closely related. It would appear,
however, that these private services might have some va'ue as a model to USAID
financed health projects on how private sector participation could he
increased in the health sector.

In summary, while the Mission made a great deal of proaress in "strengthening®
the private sector through the CIP, it misseo several opportunities to utilize
this new strenath in some of 1t own financed development projects.

V. LESSONS LFEARNED FROM CIP ITI AHD CIP 111
A. The Use of Conditionalit:

A C1P mechanism can he used to promnte economic reforms in the Somali
coriext., In the case of CIP II and 111, a number of significant policy
r«jorms have been encouraged, most notably in the areas of (a) reauction ot
government employment, (b) introduction of efficient import proce.ur<:, e.g.,
the reu * f import licensing, and (c) the establishment of private trade
organizations. More mondest gains were achieved in encouraging stablilization
through support of IMF agreements, producing a revised foreign investment
code, and rationalizing parastatal enterprise. Notable failures consisted of
(a) enhancement of civi]l service motivation through the provision of greater
incentives, (b) removal of the export monopolies on bananas, hides 2n4 skins,
and frankincense and myrrh, and (c) the establishment of a private bank. 1In
part, the failures can be attributed to the highly ambitious policy dialogue.
There were simply too many conditions precedent and covcnants.

Clearly, the areas in which we achieved the greatest economic policy advances
were those where we took a "hands-on® approach, The suuvcess achieved in
encouraging the GSDR to reduce the =ize of the civil service is probably the
best example. USAID was out fiont on a3 multi-donor supported effort to
rationai.ze the size of the public sector. A product or this exercise was a
Civii service Report. Whil+ the GSDR has been unahle to implement the salary
increases called for in the report because it simply does nnot have the m: ey,
it has been able to reduce the number of civil servants by 3,000 each year in
1945 and 1986, adopt in 1985 a policy of not replacing retired employees, and
aholish the practice of automatic employment for all hith school leavers,
Annt hor good example is the spade work initiated in set:ing the stage for an
active private sector Chamber of Commerce. In both cas<¢s, the substantial
*hand holding" paid handsome dividends.
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On the other hand, in those areas where a notable lack of success was
reported, e.g., export monopolies and private banking, strong vested economic
and political groups were well entrenched. 1In the case of bananas, there is
involvement of a parastatal and an Italian conglomerate, in addition to
complexities related to relations with the former mother country. The Somali

. Leather Agency, as a parastatal, has exclusive export rights for hides and

skins. As for a private bank, it would have to knock heads with the
GSDR-owned Commercial and Savings Bank of Somalia -- the only commercial bank
now operating in Somalia. Significant policy dialogue resources would have to
employed if headway were to be made in dislodging these strong, vested
interests.

B. Using C1Ps for Private Sector Development

Although the C1Ps made considerable progress in strengthenina the private
sector the Mission could have done more and, perhaps nore importantly, mri:: .4
several key opportunities for increasing private sector participation in
Somalia's development.

The CIP mechanism does a number of things very well. The importance of
foreign exchange made available to the private sector through the CIP cannot
be overstated. There has been no other official source of foreian exchange
for private importers to use (CIP 1]l predates the GSDR Auction). The CIP
mechanism has also been very effective in opening vp rew areas of imports
which had been previously the strict reserve of the Government. CIP 11 and
ITI firmly established agriculutal inputs, agricultural tractor and
implements, vehicle spare parts, tires and tubes, animal medicines, sewing
machines and yarns, and construction materials as legitimate areas for private
importers. Another important impact of the CIP's has been its success in
financing new acvvicultual processing and manufacturing businesses. While
there are no firm quantitative estimates of production and employment
increases attributable to the CIP there a numeous anecdotal examples above
which clearly illustrate the impact of the CIP in these arcas. The CIPs have
also been very effective in introducing Somalia to new trailing partners,

The effectiveness of CIP Il and 111 as a mechanism for promoting policy
reforms hern<ficial to the private sector has been mixed. Although the CIP
documen! © anticipated several GSDR policy reforms which would increase private
sector participation in the economy, very little progress was made on any of
these., The general poor performance in achieving policy reforms related to
the private sectr can be explained by two tactors. First. there is a real
reluctaunre on the part of the GSDR in relinquishing its control of the
economy, and any policy reform related to the private sector needs a great
deral of prior consultation and clear understanding by both parties on haw
these reforms coild be implemented. Second, there were prohavly tor many
pulicy reforms tied to a single program(s).
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N
Even when unexpected emergencies arise, additional allocations to the public
sector should be scrutinized for their impact on the private sector and in
relation to the objectives and covenants established in the project

ducuments. The Mission missed oppsrtunities for getting the types of private
sector particpation in the economy implied in the project cducuments. Two
instances stand out clearly. The first was the public sector purchase of
petroleum. This purchase stood in stark contrast to the Grant Agreement which
covenanted the GSDR to allow private participation in the market for pe!roleum
products. Even if the Mission was concerned about quick disbursement for
balance of payments support it could have been more insistent about using
private mark«!ing arrangements for the petroleum deal. After $17 million of
petroleum purchases under the CIPs GSDR policies with respect to private
sectcr involvement in the markets for petroleum markets have not changed at
all. hAnother similar situation arose when CIP 11 financing was useo to permit
the GSDR to pay PL 480 freight charges instead of using private sector
financinu. This action seriously setback efforts to eliminate foreign
exchanae costs in the gqovernment budaet by transferring them to the private
sector. Finally, there were probably opportunities to utilize the private
sector businesses supported by the CIP in other USAID financed project
artivities.

Wnile setting targets for allocations between private and public sectors
establishes an intent, based upon CIP 11 ana 111 experience there is a clear
idea how arbitrary these figures can be. The overall impact of the CIPs on
the private sector was reduced by the fact that the allocations to the private
sectnr were only a little more than one half of the amount anticipated in the
project docuaents. In the end, the need to provide a quick infu-ion of
foreian exchanye to ease Somalia's balance of payments difficulti~= proved to
e much more important to the GSDR and the Mission than the private sector
shjective. Perhaps this was most ~learly illustrated by the massive petroleum
rirehases financed under CIP II1. 1In early 1986, with disbursement under the
CI1P legaing, $B.2 million of CIP financing was transferred from the private
Sector allocation to the public sector.

Methods of using local currency tc support private sector should be explored.
vocal currency generated under the CIP 11 and 111 have beer used very little
for the antivities directly related to the private sector.

C. Streamlining CIP Procedures

while there are bottlenecks in the CIP procedures, they principally affect the
suppliers mirh more than the importers. The in-country prctedures although
eiaborate, are established to maintain fairness in the system. The
e{fectivenr~= of the CIP system in attracting the participation ot ®all the
gnol idea=® of Somali importers depends upon their perception that the CIP
will o:ve them a "fair shake®™. These elaborate procedures work smoothiy and
eff{icient ly hecause they are supported by the full time services ol a ULLALD
(- 10y Management Office:r. Suppliers, especially from developing
countri« , face numerous requirements associated with AID KRegulation 1,
vithout prior experience with this Regulation or access to someone who can
interpret its information for them. The opportunities for streamlining CIP
procedures are those associated with suppliers payment documents and freight
shipment.,
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A copy of Form 282 should be signed only by the supplier. The purpose ®f Form
282 is to allow the U.S. Government to collect for overcharging. Presently
both the supplier, the master of the shipping vessel or shipping agent, and

the insurance agent are required to sign Form 282. The basis for requesting
that the supplier bc the only responsible party is the fact that the supplier ..
accepts the quotes {or the freight and insurance charges as part of his/her
quotation. Since this is a agency wide regulation the Missjion would be
required to negotiate this change with AlD/Washington SER/OF.

Form 1)1 should be omitted from the required payment documents or at least
re-routed to go from AlD/Washington to the U.S. Bank. 7The purpose and the
problems associated with Form 11 are outlined in Section E 2 (d). While the
best case rcenario is to eliminate it from the required payment document it is
ancther part of AID Regulation which may prove resistant to change. 1f AID/W
after wiving its approval, sent the Form to the U.S. bank, one entire step,
meazure: in thousands of miles, is eliminated.

A blanket waiver for non-availability of U.S. bottoms should be issued for
areas that are not serviced by U.S. flag. These areas would include South and
Fast Asia. This would save the Mission and suppliers a great deal time in
redaesting AlD/Washington for a waiver for each transaction.

D. Encouraging U.S. Exports

The poor representation of U.S. suppliers in the CIPs calls for a
reexamination of the opportunities for U.S. manufactured products and raw
mat~riale in Somalia. Only $6.5 million out of the $43 million provided by
CIP :: and IIT originated in the U.S. Of this $3.7 was tied to the U.S.
shippina of PL 481 products. Some of the reasons for the low U.S.
partiripation is highlighted in Section II1I.E.2(f) on page 33.

Once it is apparent chat U.S, suppliers are not responaing to requests for
them to participate in the USAID financed CIP, options should be explored to
increase U.S, procurement, Ildeally, this would be done at the design stage or
later if necessary. ome of the options which could be implemented include,
but are not limited to, the following:

~ueina a trade mission of U.S. businessmen, familiar with small
busin¢:.ses in the areas ot agricultual processing and small scale
manufacturing, to identify products in Somalia which could be supplied
from the U.S. market;

-expanding the rligibility of items which can be CIP financed to include
arcas where the U.S. is more competitive such as food, paper products,

and raw materials such as cotton;

-although not desirable, earmarking a certain portion of the CIP for U.S.
procurement only.
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ANNEX 1
SCOPE OF WORK
FOR 7THFE EVALUATION OF
COMMODITY IMPORT PROGAMS 11 AND 111
(649-k-603 ana 64Y-k-604)

A. BACKGROUND TO THE EVALUATION

Since 1982, USAID/Somalia has implemented three Commodity Import Programs
(CIPs). The first CIP for FY 198: was evaluated in April 1984. The Commodity
Import Programs for FY 1983 and FY 1984 have now been fully disbursed and
USAID intends to review the performance of these programs. As the time and
resources for this evaluation are limited, the evaluation team should be
selective in its research and its reporting to the Mission, focusing in
particular on key impacts,

R. PURPOSE OF THF EVALUATION

The purpose of the evaluation is tc measure the effectiveness and the
efficicucy of the FY 1984 ano FyY 1985 Commodity Import Programs as mechanisms
for V.S. development assistance.

C. STATEMENT QOF WORK

l.Assese the macroeconnmic impacts of the CIPs in Somalia. Particular
emphasis ghould be placed on the analysis of CIPs effects on Somalia's balance
nf payments, foreian exchange reserves, economic growth, imports, consumption
patterns, and U.S. share of the market.(Harrison)

dohnialyze the impacts of the CIPs on private sector growth and develpment. In
nartiuclar, note chanaes in production, productivity, exports and employment
1t resulted r1rom Cl1P comri @, ies.{Jeffers/Tani)

3. Based on the experience of CIP 11 and 111, assess the CIP assistal.-e mode
in terms of encouraging economic reforms and facilitating policy dialogue,
Specifically, relate the intitial conditions precendent ind covenants to the
economic reform programs which have been implemented.(Ha-rison)

4. Assess the developmental impact of the CIPs with respect to public sector
development programs. Analyze the impact of both the foreign exchange and
loral rurrency resources made available to public sector through the CIPs.
{McPhie)

5. Examine the management of the CIPs with respect to the size and composition
of support staff, complexity of tasks, and total time reguired to support the
prograr-.(Jeffers/Tani)

6. Based upon the findings in 1-5 above, assess the appropriateness of the

CIP's for Somalia and document any "lessons learned®.
(leffer=/Tani/Harrison/McPhie)
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D. METHODOLOGY

_The team should work cooperatively in completion of the statement of work.
Given time constraints, it is recommended that the team internally determine a
division of labor appropriate to the skills of the individual team member,
each working on a specific aspect.

As time allows, the team should cover as much of the Statement of Work as
possible. Particular emphasis should be placed on documenting the impacts of
the Cirs (as outlined in points 4 and 5 of the Statement of Work). 1n
addressing private sector impacts, the team should visit selected private
sector CIb bepeficiaries to assess the appropriate uvse of commodities received
as well as document private sector opinions on and reactions to CIP
experiences.

E. KEPORTS
The team's report slould be conrise and focused., The reyort should emphasize -

kev factors in the design and implementation of CIPs ‘hat have lea to key
impacts (or, if app-opriate, lack of impacts).
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