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COUNTRY DEV=LOFM=T STRAT ST

CSATD=-#CGADISCIC, SCMALIA

STRATEGY STATEM=NT SCMMARY

Somalia is included in the UN register of 29 lesast-developed countries.
Its estimated per capita income is less than US 880, Nearly 3¢% of its 3.2
million people gain their livelihood through subsistance agriculture or pas-
toral pursuits. There is widespread undernmourishment and zal=utriticn, tar-
“icularly severe among the rural povulations. Xost of this group are illi=-
terate and receive little or zo health care. 48 a consequence the Zhysical
guality of Life Index (PSLI) for Scmalia is among the lowes: o the leaste
developed countriea,

Somalia has inadequate natural ard financial resources at this time
to sustain a viable development program and must seek extermal resocurces
for its Yudgetary, foreign exchange and development expendi<uras, (n the
other hand, its principal natural resource lies in its people, which unlike
many other countries is composed of a single ethnic group with a common
language. The basic development strategy of the CSIR is o effectively
mobilize these human regcurces in its overall econcmic develorament effor:.
Covernment inability to mount a sustained develorment program by capitalizing
on its extensive human rescurces is due to an inadequate traired manpower
base at nearly all levels. The trained manpower constraint is the single
moat important impediment to providing minimal essential services, creating
the necessary institutional/infrastructure base and to develoring the public/
private financial resource structure {or needed developmen:t. The T.5. assis-

tance strategy will therefore be directed toward expanding Somalia's *rained



manpower base in several critical sectors to assist GSDR plans and o carry
out a country-wide development program. Thé main beneficiaxries of this
joint effort will be the rural poor of Somalia which make up 35% of the
country's total rapulation. These benefits will include increased rural
incomes, improved health services, greater mmbers of dependable water
supply points for people and livestock, an initial aini-nm shelter p»rogran,
merchantable skills training for youth and adulis and c¢orpliar returms in
the form of the eﬁhancement of a currently harsh physical envi:azment,-and
the establishment of a more viable econcmic firancial siTucture. as a
minor donmor, the AID program will take fullest advantage of »rover 7.S.
technical expertise and will be designed and irplemented in close collabor-
ation with the programs of the major dornor countries and insti+utions. The
U.5. program will give primary emphasis on technical assistance and manpower
development, augmented by PL L30 for budgetary ard balance of payment sup-
port. Subject to further analysis and policy decisions a 2.I.P. program
would provide an additional option to assist OSTR To overcome shorter-tera

fiscal and foreizn exchange impedimen*s.



SCHMALIA: CDSs

PAQT A = -rofile of the Poor Majiority

More than ZC% of the population of Somalia is engaced
in agriculture. Half of ﬁhese, some 40% of the entire
population, are nomacs; one-quarter of these in agricul-
ture (20% of the population) are semi-nomads, i.e., they
engace in nerding livestock but also culiivate cross pars
of the time at some fixed location. The remainder of Ehe
80%-ére engaged in sedentary agriculture, Since the per
capita income in Somalia is among the lowest in the werld
it is sometiing of a travesty to pick out a majority or a
very large group and identify it as the "poorest of the
poor". Cne is inclined to lump the entire population
of Somalia into a category labelled "the pcorest >f the
noor",

Income distributions are helpful in identifvinc the
coorest of the pcor; however, aggrecate-economic perfcr-
mance data is not available, nor is it even estimated c¢on
a scilentific basis regularly.1 As a result the needed
data for determining the personal distribution of income
can be made, though, based upcn data which can reasonably
be assumed to reflect income distribution. It is reason-
able to assume that annual expenditures of households
are functions of househeold income. Accepting this assumz-

tion, the International Labor Organization (ILC) recorts

1See Annex I for GDP estimates.



the results of a pilot sample survey conducted in the =middie 3hazelle

region during October and lovember of ‘-9752- The results are indicated

in the following table. +“hen the household expenditure data is zlott

as a Lorenze diagram the results are as fgllows:

Percentage Distribution of Expenditure

LORENZ CURYE (7 ECUSZHCLD DFIDITURES
1975
SCMALIA
(Souzce: ILO Technical Paper #5
Pilot Zousehold Sample Survey)
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PERCENTAGE DISTRISUTICYN OF ZOUSZECLIS

Nomadic ZJouseholds ~=s——e+== Jura. Jouzeholls
~=— - Jrban Souseholds #Last observation befors (100,CCC)

a_gconomic Transformation in a Socialist Pramework, Intermatismal Lator

Cffice, Geneva, Switzeriarnd 1977, p. 331. DMNote: Referred :c hereafler
as "ILO 77",



TABLE 1

DISTRISOTICN OF HOUSLEOLDS 3Y SIZE
OF ANNUAL 2XFENDITU3E (1975)

Nomadic Sector

Rurzal Sector1

Urban Sector

Size/Class = YNumber of Number of VYumber of
Shs/Y= Jouseholds  o/c dousenolds  0/0 Souseno.4s __ 0/0
0= 519 L 17.7 36 .6 1 1.9
520 - 1039 20 8.1 11 10.6 2 - 3.3
1040 - 1559 32 12.9 9 3.6 2 3.8
1560 - 2079 25 10.1 5 L.8 7 13.8
2080 = 2599 19 T.7 7 6.7 L T.7
2600 - 3119 16 6.5 2 1.9 3 5.8
3120 - 3639 17 6.8 3 2.9 3 5.3
36L0 - 4159 8 3.2 1 0.9 3 5.8
L160 = L6T9 9 3.6 6 5.8 S 9.6
LEBO = 5199 6 2.4 3 2.9 1 1.9
C200 & QOver 52 21.0 21 20.3 21 EO.L
TOTAL 2L8 100.0 104 100.0 32 100.0

1‘Hﬁouseholds in rural villages in Middle Shabelle are mairly agricultural.
Source: Pindings Pilot Household Sample Survey, 2evorted in ILO 1577.



Since the area between the line representinc complete
equality of housenold expenditure-and the line of actual
household expenditure reflects the degree of inequality in
expenditures, 1t can be sald that the distributicn of
expenditure is more unequal among rural households than
among other households. T2t is accepted that expenditures
are a direct function of income, then the degree of poverty
is greatest amcng the fural households. The Lorenz diacram
suggests that some 80% of rural households have less than
one-=third the total rural income. The inference that this
group, the lower 80% of the rural households, constitutes
the "poorest of the poor™ is not completely unwarranted.
The inference does need to be tempered, however, by the
ILO's observation that it is quite likely that rural house-
helds uncderrepcrted expenditures because of an unieresti-
mation of the subsistence (income in kind) component of
their income (expenditurel). In any case, the table and
the Lorenz: diagram tend to support the contention that
there is an extremely poor majority in Somalia and that it
is composed primarilv of non-urban people engaged in sub-
sistence agriculture, i.e., crop or livestock production,
or in combinations of the two as in the case of the semi-
nomads.

It is at times contended that the urban poor--thcugh
escaping the harsh uncertain life of nomadism and the

vagaries of rainfall which affect the farmer-—are worse off



than the rural population. The data concerning household sxTenditures
does not seem to support that contention; moreover, the urban poor seem
to be a group the composition of which is in constant flux,

Many go to urban areas for limited periods of time only during
severe drought or in times of comparable ;dversity. When conditions
improve they return to rural pursuits — nomadism in some cases. Others
seem to migrate to urban areas during the dry seascon each year and then
return to their customary rural areas. 3ecause of this seascpal Tiral-
urban urban-rural migration, some urban areas experience a 25% to 30%
povulation changgbver the year,

It is estimated that at least 70% of the povulaticn of Somalia
live at the subsistence level. For all of the population, hcvevér, dieta
- tend to be inadequate, unbalanced ér both3 + In Technical Paper #9 of
110 77 the results of a mid-1960 food consumption survey of Fi0 are re-
portad. The following table is presented from that report.

Though the survey suggests that underncurisiment and zalrutrition
is widespread in Somalia, it reveals that these conditions aze particu=-
larly severe among the nomads and the rural population., iddisicmally diets
of the_Sanali generally tend to be Juite deficient with respect %0 impor=
tant vitamins.

No life expectancy figure unique to the rural populaticn is availe

able, however, the estimated life expectancy at birth for the povulation

—

3 See innex IIT dealing with health and related matters.
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TABLE 2

ACTUAL AND RESUIRSD NUTRITICNAL LEVELS

(196L)
Calories Protein ‘Srams).
Re- Actual Def. as Actuali Def. =

Location  guired Consum. Def, % of Rea. 3eg. Zomsum. Def. % of Req.
JRBAN:

dargeisa 2169 1736 L13 20.0 62.8 51.0 11.8 1.8

Burao 2225 2010 215 9.7 8L.0 1.0 3.0 L.7

Berbera 2212 1746 Loé 21.1 65.0 L5.0 20.0 30.8

Eriqare 2200 1969 23 10.5 65.0 SL.0 1.0 16.9

Laskoray 2200 2206 (=) - 65.0 52.0 13.0 20,0
RFURAL:

3alad 2209 2267 (=) — 6L.T  55.0 9.7  15.0

Warseck 23L7 2104 2LhL 10.4 67.0 0.0 17.0 25.a
NOMRDIC q s

AREAS: 2160 1065 1C95 50.7 éL.8 32.5 32.3 ug.8

1Survey was conducted during dry season. Nomads affected mcre adversely

than others,

Source: PFAO: Food Consumption Survey.

Paper #9.

Reported in "ILQ 77" Technical




at large is about LO to L1 years. I% seems reasorable *o susrose that the
environmental rigors to which the namads and cultivaters are subiect would
translate to a life expectancy on the low side of the estizaze fcor the
entire population.h

As in the case of life expectancy ;stimates, no infan* mortaliy

estimates for the rural povulation as distinct from the population at

large are readily available, For the povulation generally <te infart =or-
tality rate is estimated at 177 per 1000 Yirths, -

Whereas in 1972 the literacy rate in Somalia was estizated <o Ye no
higher than 53, by mid-1976 it was believed that nearly 60 ¢f the overall
porulation had some degree of literacy.s The nass literacy rrogsaa com=
menced in 1973 and corducted through 1975 was not confined to urbar aTeas.
Indeed, special preparations were included to extend the effort ascng
rral groups including nomads. Though the mass literacy program involved
the new Somali script (Latin orthography adopted in 1972) sc=es educatian
is still conducted iz Arabic in Suranic schools. is of aid-1376 Juranic
teachers still travelled with nomadic groups and some acmadis children
have received no other education.

A pilot survey of nomadic households corducted in Northerm Scmalia
in the area arvund Surac in 197] indicated an average size household of
5.75 persons. The average household owned 110 sheep and goats, 20 camels

and 8 head of cattle. It is estimated that the average housenold reguires

Eéee Annex I Section "A" dealing with population of Scmalia.

SSee Arnex Vi dealing with educaticn in Somalia,



at least seventy sheep and geats %o provide a ainimum subsisterce level
of living since no more than half the aniigls ave providing zilk at any
ane time., Some S0% of the population was less téan fifteer years of age,
The ratio of males to females among the n?madic population sturveyed was
106 to 100. For the population at large the ratio is believed %0 be
slightly higher. According to the estimates made in cormeciion with the
survey, a birth rate of 3.9 and a death rate of 2,.1% were indicated;
tims a 1.8% annual rate of matural increase is implied. A4S noted in
Anrex I, the annmual povulation growth rate for the entize country is
estimated at between 2.3% and 2.0,

The Physical Juality of Life Irdex (PGLI) for Somalia has deen
computed at 195 which is among the lowest on the United Natiocns' 1list
of the 29 least-develoved countries. ¢t is reasonably certain that for

the rural portion of the Jomali population the PGLI is even Less ithan 1§,

As noted earlier in this section since pationmal income accounts are
not maintained for Somalia precise estimates conceraing inccae disstTibu=-
tion are not possible. 43 a consequence, therefore, statements concerming
matters of equity mmst be based largely upon inferences drawz from related
matters such as hcusehold expenditures. Since salary rmanges of sovermmen:
employees are available and a consensus seems to exist conceraing the ine
come status of government employees relative to others, certain inferences
concerning income distribution seem warranted based on this iata, Of some

237,000 non-agricultural workers in 1975 approximately one-hals were

5399: The United States and World Develovment: Agenda 1977, New York:
{verseas Develorvment “ouncil, irmex "i",




ublic sector employees. The bulk of these employees earmed less than
So.Shs. LOO per month with the highest saiary being approximately six
times the lowest salary. Thougﬁ some of the non-agricultural workers in
private sector employmert are self-employ?d as traders, artisans and the
like, it is gene;ally agreed that govermment employees aze better off
than others. The exact salary range for agricultural workers is not
known. It seems reasonable to suprose, however, that on *he piantaticrs
(vanana plantations in particular) which have been naticnalized, sne
salary range for govermnment employees generally applies. Cr the private
estates and plantations empleyee salaries are most likely comparadle o
the lower range for govermment workers or bhelow., The average inceme for
the rural population gemerally is no doubt inferior io ikat cof a=y otker
g=oup.

irother indicatica of the relative eccromic stzius of the maral
population is provided by the project ccmpositicn of the cuzrent (197L-
1978) development plam, Whereas 80% of the population is enzaged iz
agricultural pursunits and some TOM of the GOP is gererated in ‘he agxicul-
ture sector, only one=third of the initia2l plarnred excenditures of

So.Sh. 2,863.L million’

is for agricul*ural develorment. Iz addition the
strategy adopted in the 157L-78 development plan provides furds and man-
power on large scale irrigation projects anéd zovernmment controlled produc-

tion which may not insure any immediate alleviation of the conéiticn of

the rural poor. A mdore realistic orderizng of develomment priorities, an

7The reviged plan calls for expenditure of SoSh. u,313.5 million., The
percentzge allocation to agriculture was reduced frem 33.F6 of *ctal
expenditure iz the initial plan *oc but 25,%4 in the revised plan, See
Pable 3 in Part "C" of this £7SS.




aquity consideration, recommerds a reallocation cf econcnis Jevelsoent
effort in future plans. 4 new three—year.1979-1981 plan is under re-
paration and expected to be completed in CY 1978. A larger rercentage

of GSIR develorment expenditures are expected to be allocated %o the
agverall rural development sector. This decision will help ersure greater

develovment benefits for rural poor.
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PART B. KEY FACTCRS CCONTRIBUTING TU TZs FQVIRTY (F Th
EGUn MadOniTY.

K

Some of the more serious problems and constraints that make
it difficult to improve the lot of the target grcup are
environmental in nature and thus not easily addressed., 1In
this context lands tend to provide inadequate nutrition for
livestock and the production of agricultural crops is low
since, on the average, drought conditions prevail two years
out of every five.l Since the soils as well tend to be in-
ferior the problem of adequate provision of nutrition fc
livestock and the problem of maintenance of crop yields

are both compounded. In the case of the nomads {pure nomads)
both the poor distribution and the unreliability of watering
facilities for both humans and livestock means that zany
areas are overgrazed thereby diminishing still further <he
available mutrition for livestock. The lack of derendabie
water supplies for humans and animals is also a major con-
gtraint in the development of un-utilized arable agricultural
lands. It is largely for this reason that only 5% cf <he *
agricultural land suitable for agricultural prcdgction is

cultivated.

Quite apart from the largely envirormental and naiural re-
source constraints which hinder economic improvemen: of the
poor ma ‘ority there are technological constraints, infrasiruc-

ture weaknesses and social service inadequacies which

1l

See Annex I Part B dealing with natural resource availa-
bility and Annex II Part A dealing with the farming and iLlve-
stock subsecitors of the agriculture sector.
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contribute to the social and economic derrivaticn of the

rural portion of the population. Although information about
cultivation practices and flock and herd manazement =ractices

pursued are rather primitive utilization of some-

—

what more advanced agricultural techniques could improve
2

both crop and livestock production.” A recent I3ZRD appraisal
mission reported that easily introduced changes in agricul-
tural practices could result in significent increases in
production., While some effort has been made with respect 55
providing training, drugs and vaccines for liveszock they
have had limited effect on improving animal health. Nearly
all livestock exported are live animals in poor cond:tiaq,
as a result the market value of these exports are low and
the income derived minima%:thus furthur contributing to
rural poverty. An important contributing factor o rural
poverty stems from a poorly developed or entirely lacking
infractructure and institutions needed %o provide tasic
technical and social services, This is particularly true

in Agriculture. The agricultural extension service needs
much improvement and expansion to insure maximum benefit
from the economy's principal form of income producing
wealth, namely Somalia's flocks and herds and to raise the

level of agricultural crop production necessary to feed

the nation., It is therefore essential that the GSDR make

2
See Annex Il concerning agriculture.
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a major effort to improve and expand its ex<tension service
through training of extension personnel and aoplying proven —
technelogy and research results, An‘improved co.ntry-wide
extension services could help ensure self sufficency in
cereals and edible oils, raise farmer incomes, promote

proper soil and water censervation practices and expand

government's revenue base.

The system of transport and communication in Somalia is -
at best inadequately developed, As a result crop rroducticn
and marketing is restricted and both the quantity and gual-
ity of livestock available for export is curtailed., ¥#hen
livestock is trekked to export points, some animals Jail

t0 survive the trek and those that do are in relatively

poor condition.3 Thus the current state of development of
the transport and communication system constitutes a con-
straint upon earnings from agriculture and so contrijutes

to the poverty of the rural poor,

As noted throughout Annex II which examines the major ec-
onomic sectors of the Somalia economy, a lack of properly
trained manpower and an inadequate supply of needed skilled
technicians is a rather pervasive constraint to econcmic

development and thus a contributing factor to inadequate

See Annex II "Transport and Communication” with the complile-
tion of the Belet Ven-Burao Highway this problem shculd be
alleviated to some exten%t. At the moment (May 1973 sections
of the highway and several bridges are washed out or damaged
from recent rains, Iz is reported that the PRC, <thes ini<i
builder of the hirhway, is currently engaged in repairing i<.



incomes. This manpower constraint affects the rural poor
since appropriate personnel are not available to provide the
extension services needed for the improvement of crop yields
and increased livestock production and earnings nor is it
available for compiling needed technical and statistical
information and data required for systematic development
planning. Inadequate precigze data concerning the performance
of the economy, the inconsistencies in data which exist is

a major handicap in analizing the economy of Somalia and i
makes development of propesals to assist the expansion of
the economy even more difficult. Since trained personnel
and a reliable and thorough economic information and sta-
tistical gathering system are lacking, economic planning

is thus seriously hindered and project preparation generally
weak., Improvement in crop production, livestock off-take
ratex and agricultural output generally, necessitates care-
ful planning and careful project preparation and implementa-
tion., The absence of such planninz and project preparation

are constraints to orderly development and contributes to

poverty of the target groups,

There are at least two other factors which both cont-ibute %o
and manifest the relative degree of deprivation of the poor
majority. These factors concern health services and the pro-
vision of education and training. As noted in Annex II the

general health of the poor in Somalia is significantliy affectad
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by their diet. In general the diet provides inadequa<e nu-
trition zenerally and is markedly deficient with respect to
protein and certain vitamins essential-to good health such as
Vitamins "A" and “C", The inadequacy of protein, as well as
general malmutrition, lowers resistance to disease signifi-
cantly. This condition coupled with Vitamin "A" deficiencies
leads to severe complications in the case of eye diseases

and measles, sometimes causing permanent blindness. Infections
generally and respiratory difficulties in particular terd tg
be severe because of general malnutrition and a deficiency of
Vitamin “C", The movement from place to place and fraquen=
change of habitation exposes the nomads to different immuno-
logical experiences and pathological patterns of disease, Thus,
given their general health status, nomads tend to coniract all
sorts of illnesses and to carry them elsewhere as well, 3Since
the problem of providing health services for the rural poor,
the nomads in particular, is a difficult one, it is not sur-
prising that, relative to urban groups, very littie in the

way of health services is available for the rural pocr. What

is provided is seldom available when and where it is needed.

Similar problems exist with respect to providing education and
training for both the children and the adults of the rural

poor.u Though the mass literacy program (1973-7&) involved

4
See Annex Y1 "Sduca*ion z2nd Manpower.”
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major effort among the rural peocrles inciuding the ncmads,
little follow-up has been attempted. So.long as the approach
to education continues to stress providing ins<ruction at
fixed urban locations, the children of rural parents will
have little educational opportunities and nomadic children
will have anly those limited educati;nal experiences pro-
vided by the Quranic tezchers who travel with <he nonadic
groups {rom place to place, Needed adult education and
training for the rural population will also contirue %o -
languish so long as principal education progrz: s are largely
confined to urbaﬁ ¢enters. An equally critical problem
emerging is the incereasing numbers of school leavers ;nade-
quately trzined and not easily absorbed in the work Force,
The result is a growing and potentially volatile group wne

are unemployed, resentful, and a source of instabilizty. A

fuller discussion of this problem is found in Fart 3,

The Government of Somalia has demonstrated a rather jetermined
and courageous attempt to promote econoric develcpmen: Irom
its own resources,’ It has, among other things, rediced
salaries of Government employees, revised and mcdifiad the

tax structure, and, as noted in Annex II, collecfs in tax
revenues anramount per capita which the World Bank considers
quite high by comparison with developing ecoromies generally.

To the extent tax and non-tax revenues have exceeded ordirary

5
See Annex IV "Public Sector 3udget”.
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expenditures the GOS has utilized the surplus for davelop-

zent purposes.6

Development plans and activities of the Government o Somalia
from independence through 1970-71 devoted iittle attention %o
the nomadic population, Relatively §mall allocations for
settlement were made and practically no allocation for land
development projects particularly benefitting the nonads were
made.” In the midst of the severe drought of 1973-1975 how-
ever the GOS undertook a vast resettlement task. Some 258,C00
nomads who had lost their means of subsistence were movad to
21 temporary relief camps es<z2blished by the Government. Some
15,000 of these nomads died in the relief camps because of
their general poor condition of health. With the resurn of
favorable weather conditions 133,000 persons resumed their
former nomadic life., In May of 1975 however, 120,000 norads
were relocated or resettled by the GOS. At three locations
in the inter-river area some 105,000 nomads were resett.ed
in agricultural areas. At Dujumma 48,000 were settled,
30,000 at Sablaale and 27,000 at Kurtunwaarey. An acditiocnal
15,000 were settled in three different fishing viliaszes along
the Indian Ccean Coast; 7,000 at Brava, 5,000 at Garscad and
3,000 at Eyl. The fishing settlemens while reasonably
6

During the years of severe drought extraordinary expendi-

tures for relief and resettl:azment made inroads on the ordinary
budget surplus,
?

'See: "Effectiveness of Poreign Aid -"The Case of Somalia" by
Ozay Menhmet, in the Journal of Modern African Studies 9/1/1971
po 31-47.



successful in transforming nomads to become fishermen contirue
to need substantial government supvort. They were lzrgely
established with USSR assistance and-GSDR are seeking external
donor aid to assist the settlements to becéme permanent and

self-supporting.

Progress in the agricultural settlements has been slcw but a
great deal has been done in providing needed infra-structure
with external assistance. However substantial additional .
inputs are required to provide essential services,mirimum
shelter and agricultural extension services and skills. It
should be clear that nomads deprived of their former means of
livelihood, resettled on agricultural lands and lacking in
needed agricultural skills are among the poores:t of the poor.
Nevertheless this unique approach seems to be taking hold
and could contribute to the solufion of fundamental Somalia
development problem, settlement of the country's nomadic

population,

It is possible to quarrel with the credit extension policies
of both the development bank and the commercial banks., Since

9 it follows that

the banking system was nationalized in 1970,
the practices of the banks must reflect government policy.

For the years 1969-1976 the development bank externded total
eredit amounting to So.Sh. 180 million, however, only 18.8%
of this was extended for agricultural purposes. During zhe

3
“Somalia: Recent Economic Development™ IMF 16 Feb 1673,

See Annex VYIII on Money, 2anking and Cred:it,
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1973-76 period the commercial banks extended credizs to
agriculture totalling So. Sh., 3,354 mill; less than lia
of which was for agricultural (crops and livestock, pur-
poses.lo With more than 80% of the popuiation engzged in
agriculture and ahout 70% of the GDP generated in the ag-

riculture sectionll

y it appears that the banking system and
thus the GOS has given inadequate attention <o the 2roblem
of providing effective credit for the development of the
agriculture sector. Upon further examination 1z may prove
that conventional forms of agricultural credit may not be
appropriate in an envirenment whera the average farm holding

is three acres or less, savings are minimal and discretionary

incomes are non-existent.

10 :
Ibid for data on credit extension of the banking system.

11
See GDP estimates in Annex I.



PART C. ACTION CONSTRAINTS TO AN IMPROVENMENT IN THE
WELFARE OF THE PCOR MAJORITY.

Somalia has an especially vulnerable economy subjec< o0
fluctuating external influences, depended to a large extent
on one main export, live animals, and handicapred by a
fragile revernue base. The GSDR financial operations have
deteriorated sharply over the past several years with ex-
penditures exceeding revenues by substantial amounts. Total
goverrment exvenditures in 1976 amounted to 1738.5 million
So. Sh, and total revernues including grants came %o §23.4
million So. Sh, or apvroximately 128 million U.S. In effecs:,
the deficit represented approximately 45% of GSDR corsolidated
budget, current account and development expenditures. Al-
though there was some improvement in financial operations

in 1977, it has been estimated that the overall deficit is
expected to be also substantial, around 622 million So,.Sh.

or approximately 120 million U.,S,

The 1676 budget deficit was financed primarily by external
transfers 53% and 47% central bank financing. The GSCR

is looking to external sources for nearly $8% of the fi-
nancing for the 1977 deficit., Although GSDR has been suc-
cessful in the past in obtaining large external cash flows,
this degree of dependence represents a fairly precarious

financial situation.
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Th2 main cause of GSDR budgetary and fiscal problems lies

in its narrow and generaily weak reverue base, The thrse
main sources of goverrment revenue are direct taxes ¢cn in-
dividuals, property, gcods and services, international srade
and transactions, import customs, export levies, non-tax
revenue mostly from public enterprisés. Internaticnal trade
and transactions are the most important source of tax re-
venue. For 1975 this source contributed more than 4&% of
the total, and it was estimated that this source would tro-
vide 55% of the revenue for 1977. Since the availabili <

of foreign exchange has a direct relationship to amount of
revenue obtained from international trade and transacticns,

heavy derendence on this source of revenue mus=: be viewed

with some alarm by the GSDR,

Regretably, govermment prospects for expanding its revenue
base;¥u not particularly promising., There appears %o be
some inelasticity in revenue gained from direct tax sources,
and even small increases in revenues ‘rom public enterzrises
are doubtful unless they hecome more elfeciant than <hey
are at present. Therefore, it seems evident that current
revenue has been and will continue %o be inadecquate <o fi-
nance all the local currency expenditures <hat are needed

for develoovment,

Understandably, Somalia‘s balance of paymert position can

not be considered any more buoyant than its badgetary zres-
rects. It continues to suffer from chrcnic zurrent account
balance of payment difficulties of varying degrees ¢ severity.

In 1973 the current account dbalance came %0 a negative 243.3%
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million S. Sh., (J.S. 40 million) and four years lazer in
1977 it had zottern significantly more severe, risinz 3 an
estimated negative balance of 563.2 million So. Sh. (U,S.
90,8 million). The root cause of these continuing negative
balances is the disproportionate large gap between export
earnings and imports., Negative trade balances ranged from
253.9 million So. Sh. in 1973 to an estimated 70&.5 nililion
So. Sh. in 1977. In addition, there continues %o be nega-
tive balances registered for Services., Here again, deficit;
range from 169.2 million Se, Sh. in 1973 to 262.0 million
So. Sh. in 1977. These adverse balances can only ha’e

serious braking consequences for planners attempting to

determine resource availabilities for development purposes.

These balance of payment deficits were made up almost en-
tirely %y very large officizl capital movements, and in
1977 it amounted to 61C million So., Sh. {(nearly 100 million
U.S.) Due to these substantial transfers, Somalia was sur-
prisingly able to register overall balance of paymer: sur-
pluses for 1975, 1976, and 1977 (est.) These surpluses
hdwever. cloud the potential difficulties that could arise
over time for an economy relying so heavily on external
transfers to meet foreign exchange requirements fcr budze-

tary and development purposes.

At the close of 1977 the estimated foreign exchange (FX)

r;serve of So. Sh, 609.1 million (98.4 million U.S,. amounted
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to but five months of imports at CIF rates.* Thouznh Somalia's
balance of payments shows an addition to FX reserves fzr zhe
Fast three years, these additions have been declining in
magnitude each year and are attributable aa noted above o
very favorable unilateral external tfansfers and capital flows.,
However, as could be expected GSUR dedt is becoming sig-
nificently larger and debt service payments are steadily
increasing., Total disbursed debt by 1976 was So. Sh. 1,458,2
million (235.,2 million U,S.) and service payments for the

same year were So. Sh. 19.1 million (3.08 million U.S.)} or
approximately 2.7% of exports. However, debt payments in

1977 inecreased substantially to So, Sh., 67.8 million 10,93
million U.S,) creating a2 service ratio of 9.6%. Debt payments
based on 1981 estimates of So. Sh, 224,0 million (36.12
million U.S.) in 1981 will probably be difficult for GSIR to
service, Under these circumstances GSDR will not onls be de-
pendent on external support, particularly grant trans’ers,

it will also have to make a major effort %o expand its in-
ternal fevenue base primarily through increases in agriculture
crop and livestock production and the promotion of exrorts,
How successful this effort is will determine the degree So-

malia's poor majority will receive in assistance.

Estimate of IMF in its "Somalia: Recent Economic Develop-
ments” February 16, 1978 prepared in connection with the
Article XIV consultation, Referred to hereafter as "IMP 107§8"
See: Annex V for recent record of foreign exchange hcliings
and balance of payments data.
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To the extent eccnomic assistance emphasizes the improve-
ment and expansion of agricultural extersion activities and
education and training, additions to recurrent costs tend to
be held to a minimum. Improvement and expansicn of heazalith
services, both desperately needed for Somalia‘'s rural pecor
in particularz, are likely to occasion some addition to re-

current costs and seems unavoidable.

It was noted in Part "A™ of this CDSS that a recrdering of
priorities as allocated in the 1974-78 Development Plan seems
warranted., Since agriculture constitutes the major resource
of the country it can be argued that the hralk of deveiorment
expenditures should therefore be allocated to this sectzor.
Table 3 provides information concerning the allccation of
planned expenditure in bdoth the original and the revised 1974-
78 Develorment Frogram. (It should be noted again that a new

three year 1979-81 plan is nearing completion).

The reduction of development expenditures allocated to ag-
riculture (livestock plus agriculture) form 33.3% of %otal

expenditures in the initial plan to 25.9% in the revised plan

needs some amplification. It would aprear that_ Somalia’s

extremely low revenue base and its myriad of needs have in-
fluenced the actual allocation of expenditures on a basis

that may nct be justified on purely develormeni grounds., In

2
See Annex III "Health and Related Matters”



TABLE 3
SCMALIA

197L-78 DEVILOPMENT PRCGRAM - PLANNED EXPENDITURSS

{So. Shs Millions)

Planned Zxpenditure

Derzent of Total

Sector or Purpose Qriginal Jevised Orizinal 2evised
Livestock 162.1 18L.1 L.2 3.7
Agriculture (Cultivation) 1,124.5 1,088.5 29,1 22,2
Forestyy and Range 51.2 183.6 13 3.7
Pisheries 78.0 297.0 2.0 6.0
Mining L5.7 LS.7 1.2 0.9
Industry 588.3 1,078.8 15.2 22.0
Yater Resources 139.5 139,35 3.5 2.8
Zlectricity 136.5 277.3 3.5 5.6
Transport and Communication 9hli.7 1,050.1 2L.5 2tk
Tducation 191,.1 208.3 L.9 h.2
Health T7.7 111.9 2.0 2.1
Housing 157.0 157.0 b.1 3.2
Labor and Sports 11.3 L7 G.3 C.1
Statistics and Planning 10€.1 1ol 2.7 Jeg,
Tourism 12,6 u8.6 0.3 1.0
Information 37.1 37.1 1.0 0.8

TOTAL 3,863.L 4,913.8 120.0 100.0
Source: State Plamning Commission - reported i{n IMF 1978.
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Annex VIII it is noted that the proportion of credit extended
by the banking system to trade and industry has been sizni-
ficantly greater than that extended to agriculture., This is
the case despite the dominance of agriculture compared %c the
other sectors. In view of the fact that the banking system
in Somalia has been nationalized since 1970, it seems reason-
able to suppose that banking activities refiect Government

policy as an approach to address to develormental consiraints,

As is true with developing economies generally, Somalia <*oo

is confronted with mutually contradictory price cbjectives,

On the one hand in the interests of equity and perhaps po-
litical stability, there is a desire to keep consumer prices
from rising excessively. The underlying social objective of
the Government's approach %o scientific socialism tends to
underscore this objective also, At the same time and despite
the committment to socialism there is a substantially important
amount of agricultural ocutput wnich is generzted in tne pri-
vate sector, For example, maize and sorghum praductisn is
accounted for in the main by the output of many widely scai-
tered small holders.’ To the extent the GDP calculatians in
Annex I are valid, it will be noted that the value of maize
and sorghum amount to about S4% of the total value of dry-land

and irrigated farming output combined, Now, if small holders

See Annex II Parming subsector section,
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are to be encouraged to produce amounts of maize and scr-
ghum in excess of their own requirements clearly a price
incentive is one answer. A high price to producers conflicts,
obviously, with the objective of a low or moderaze price 0
consumers generally. A satisfactory’solu*ion taking into
account interests of both groups will have to be devaloped

as sorghum is a staple in the diet of the Somalis as is maize

£0 a lesser axtent, -

It is noted in Annex VIII that despite large increasas in
the money supply, price increases have been held to sudstan-
tially less than money supply increases would lead one <o
anticipate. An important explanation for this fac*t is the
maintenznce by the GOS of an extensive system of prize con-
trols, which covers most of the items included in Table AVIZ
of Annex VIII., In the case of some goods %the retail price
is subsidized which, of course, contributes to shortfalls

in needed govermment budget expenditures in other areas.

In IMF 78 it is reported that for many of the items the sub-
sidy has been reduced in recent years, Accerdinz <5 this
report subsidized petroleum prices were eliminated earliy in
1977 and as of the first quarter of 1978 subsidies are largely
confined to certain imported foodstuffs, presumably the more
essential ones. The National Trading Agency and <he Agri-
cultural Development Corporation handle mos: commercial im-
ports for the Govermment <o maintain uniform prices on 2g-

ricultural commodities throughout Somalia. About tre only
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retail prices determined by relatively frese mzrket f:rces,

IMF 78 reports, are poultry, fruit, vegetables and milx. In
January 1977 retail prices for scrghum, maize and sesame were
permitted by the government to rise. INF 78 observes that

the resulting increase in supply of maize, sorghum ard sesame
helped to reduce the rate of increase in the overall food
price index. Thus, though the pricing record is nmixed, i*
does not appear to be determined and implemented capriciously.
Rather, it seems to reflect awareness of the incentives need-
ed for boosting private output while at the same time en=-

deavoring to protect consumers,

The discussion of interest rate policy in Annex VIII in-
dicates appropriate recent modifications designed to enccur-
age savings and to create loanable funds on the one rand

and a reduction in lending rates designed %to encourage becr-
rowing for investment expenditures on the other hand, Cn

the whole, the interest rate policy seems to be appropriately
enlightened. As noted in Annex V, the Somali shilling is
pegzaed to the U,S, dollar and fluctuated within juite narrow

limits throughout the period 1973 through October 1977.

It would appear that the policies pursued by the GOS and,
presumably, those likely to be pursued, with respect %o prices
interest rates and exchange rates will not hinder AID and

hos+t country efforts to alleviate the povertiy of the rural
poor and, indeed, shculd assist those efforts. In Annex II

it is noted that the long-%term azricultural objective of
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the 1974-78 development plan is "maximization of production
with distributive justice". The drought relief &fforts of
1973-75 and the nomad resettlement crogran beginning in May
1975 was discussed in some detail in Part "B"™ and seems to
manifest both a concern for equity amd fcor increased oulput

or econonic growth., On the other hand, the major expend-

itures for the settiement lands clearly demonstrates GSIR em—

phasis on equity at the expense of increases in GCP in the
short term. This is true since new skills must be developed,
needed agricultural infrastructure established,and other in-
puts provided without any immediate return. Yet, if success-
ful, the long-run impact should contribute significantly <o
an increase in the GDP for Somalia, as well as provide tan-
gible benefits for the rural poor established in these set-
tlements. The mass literacy program which extenced <o zhe
rural poor including the nomads also clearly refiects the
govermment's concern with equifty and distributive justice,
Another indication of the concern of the GCS with equit

and with employment consider2tions as well, is provided by
the Agricultural Crash Program (ACP) launched early in l??O.h
The major objective was to provide 5,000 jobs oﬁ farmsita
be organized and conducted by the Ministry of Agriculture,
Although the scheme has not come up to expectations, mary

employment oprortunities were created and azriculiural sro-

4L

*See "Somalia: Recent Zconomic Develorments and Current
Prospects”. IBRD Vol.Il August 20, 1975 for a brief account
of the ACP.
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duction increased and at the same time demonstrated govern-
ment's concern with equity and with the problam of rural

unemployment.

As indicated in Table 3 of this Part (C) of the CISS, -=he
revised 1974-79 development plan increased the planned ex-
penditures for both health and education. Long-term irpact
of such expenditures should have spin-offs which will benefi<
the rural poor in the form of improved education and healzth |
services. U.S, assistance is proposed for bo*h sectors o
assist GSDR create an effective rural primary health czre
delivery system and establish vocational technical training
vrograms designed to provide the merchantible s%ills neces-
sary for viable employment., The shortage of adequately trained
manpower has been identified as a main constraint %o a su-
stained developed program and has a bearing on the courtry's
absorbative capacity.5'6 The USAID program will include a

major effort to address this problem.

See Annex II and Annex VI in particular.

See Annex IX which is concerned with external assistancze and
absorbative capacity,



SCMALIA CDS3

PART D - A1D ASSISTANCE STRITEGY

Considerations presented in Parts "A"™ throuzh "C* of this submission
recommend that USAID assistance strategy, over the zext [ive rears, include
a mix of technical and commodity assistanee directed toward addressing
the principal constraint to economic development in Samalia - an inade-
quately trained manvower base which ixpinges on development offarts in
virtually every sector of the economy. _

Lack of txained manpower iz a major contributing facter for low
agricultural productivity, depressed rural incomes, marginal returns Ircm
the country's principal exporting sectors, govermment's weak Tevenus hase
and fragile monetary operations, inadequate essential social services,
insufficient water supoplies for village use and widespread pcverty, par—
ticwlarly in the rural areas , which all combine to register for Scmalia
one of the lowest Physical Zuality of Life Indices (2QLI) amorng <he
least developed cocuniies (LICa).

U.5. assistance will emphasize the strsngthening of institutionsa
particularly those attempting to provide services for the ==ral poor.

The principal objectives of USAID programs in agriculture will be %o
raise the incomes of rural subsistance farmers and herdsmen and o in-
crease cereal and edible oil producticn to emable the co.vun‘.'ry to be self-
sufficient in these commodities. This will require a major trai=ing
effort to establish a viable country-wide agricunliural extension service
whick can pass on to small subsistance fatmers the appropriate tecznology,
cultural practices and research findings needed oy this disaivantaged

group to jimprove their = --° = incomes and economic well teirg, -



In the area of livestock production AID assistance will be geared o
assisting this vital exporting sector to e&pand foreign exchange earm-
ings, modernize marketing and srocessing and *o imprave aninag: health
and livestock quality. USAID will collab?rate with other donor countries
and externmal institutions in developing and implementing primarily tech-
nical assistance programs to directly tenefit the small herdsmen and to
strengthen the GSDR institutions concernedf’?tg;aviding egsential services
for this group. B

Related to tkhe assistance proposed for the livestock saclor, in
particular animal health, AID plans to assist the Ministry of Livestock's
Tgetse Fly Sradication Program. Zradication of the Tsetse {1y wiil zot
only improve animal health and quality, but will extend rarnge lands
currently not grazed because of Trypanosomiasis, This program will %e
undertaken in collaboration with QDA and the Arab Fund,

In the health sector TUSAID will be concermed in assistirg the
Ministry of Health establish a country-wide primary nZealth sare delivery
system. Project emphasis will focus on the rural areas where lisctle or
no health gservices reach the poor rural povulation. The Project will
designed to train rural, village and ncmadic workers to provile primary
health services, The Project will address the need for strenzthening
the Ministry of dealth's training institutions for healih professicrals
and supervisors. A further objective of the Project is to imorove the

affectiveress of the Ministry's healih management and zedical supplies

distribution system.



‘We propose also to assist the GSDR develop and implemert a mini-
mun shelter program for rural setiled popﬁlaticn teginning w.th a princi-
pal sgricultural Settlement #rea, Zurtunwaare:. The crogram will %e
designed to make maximum use of self-help labor acd local mazerialis to
provide a structurally sound minimum shel;er unit that can dbecome the
model for futﬁre minimum shelter housing programs in both =mral and
urbanized rural areas., The program is expected to coniriduia to th
develovment of rural minizum sheliter construction indﬁst:y that would
provide employment for artisens, crafismen and semi-skilled/unskilled
rural people.

The scarcity of dependable water supplies for the rural agricule-
ture population and their stock is a serious constraint to bzinging into
production the potentially productive agrieultural lands of Somalia.

A main cause why only 3 of the lamd. suitable for agricultuzal produc-
tion is cultivated atems from the lack of waier for domestic use, e
propose, wWwith the assistance of other donors, to esxpand —ural water
sucplies to make maximum use of agriculturzl lsnds for preduction Pur-
posei,to raise rural incomes and to help foster, over tize, the estab-
lishment of a mors viable economy less devendent on exZarmal resources
for support.

AID assistance proposals in the sectors identified:zzj Agricul ture,
defined in terms of overall rural development™ and health se:tori)will be
structured to provide manpower training in 1¥s broadest senss, We have

identified the lack of trained manpower as a principal cause for the low



level of economic development in Somalia. The linch pin of sur asmistance
therefore is to provide technical assista;ce directly to individuals =
small farmers, herdsmen, health workers and to pfovide technizal assis-
tance required to strengthen GSIR institu?ions tasked to serva the needs
of the mostly rural population of “omalia. A vital area of concera in
this assistance is an effort to adequately address the problexn of inade-
quate skills traziniag at the primary and secondary school levels. ADD
proposes to asaist Ministry of Sducation's instituticns to develop she
curriculum and indigenous expertise needed to aquip school leavers and
adults with the saleable skills necessary to beccme productive citizens
and contribute to overall econocmic development. We propose to yrovide
assistance to appropriate educational institutions to previde tectnical
and wocaticnal training, it the higher level we plan similar assistance
for the Yational University with the aim of strengthenirg the izstiitu-
tion training capabilities to improve the gquality of imstrucsionm.

Ae believe educational and skills {raining essentiai if the CSHR
is to bte successful in addressing the problem involving schcol leavers
unatle to obtain employment and, to scme extent also, dropcuts who like-
wise find themselves unemployed. It was noted in Part "A" of this sub-
mission that there are those who feel the urban poor zust alsc e ccn-
sidered among the most seriously disadvantaged persons in Somaiia.
Though it has been pointed out that the urban povulation comstitutes neo
more than 15% to 20% of the total population and temds to bYe subject to
seasonal changes of considerable magnitude, the fact remaing *hat a zaxd

core of urban unemployed with scme formal education does exist. To ithe



extent these umemployed zZroups grow in zumbers and their expectations
eroded due to a deterioration in econamic status, they nossess the pcten-
tial for nolitical instability. Though it is bYelieved that 1ID's proposed
program for the next five years will ultigately provide increased emstloy-
ment opportunities not only in the agriculture secior direcily but in the
industrial processing of agricultural and livestock products in urban
areas as well, the fact remains that the proposed program will provid
only limited employment opportunities in the short term for thcse cu;-
rently unemployed. The GSDR's recent activities in the recruitment of
"young pioneers", to assist in the mass literacy prcgram and asvects of
the crash program in agriculture, provides a clue as to what 2ight Se
done additionaly to iake the edge off the problem. Clearly the long term
solution to unemployment and underemployment will come as a resuls of a
more vigorous and self=-sufficient ecorcmy.

Part "C" provides a discussion on the heavy dependence of <k
Somalia ecoromy on extermal factors and resocurces %0 zeet otk budgetary
and halance of payments needs., It was augued that contimuing Zerverdance
of the present magnitude would %end to postpore f=r scme tine the day
when SSTR could successfully create a viable and largely sellesupoeriing
economy able to finance the couniry's development programs aré proviie
essential services, In the short term therefore the GSIR will have to
receive substantial amounts of extsrnal monetary assistance. The
majority of the recuired capital flows have come from *he Azad Zountiries

and to 2 lesser extent the West and Tasterm blces. 3ecause of deb:



servicirg considerations these transfers will need to corntinue <o Te
mostly granis, 7To assist GSTR secure the needed rzscurces and =eet
fonding zaps in the near future, we have proposed rescurse irc=sfiers Iz
the form of PL L8O zrants and sales combired possidly wiza a cex=odisy
import program.

We propose to contirnue scme Title IT assistance, al<kovgh gTad-
wally decreasirg, through 1983 to nelp aeet short 7alls in s=oduction
and suprort displaced persons programs woich nay well coatinuge until a
satisfactory solution to the Ogeden juestion evolves, Je are reccomend-
ing a Title I and III programs for the same period, with a2n estecial
éffart to shift to Title III as soon ag possible. Title I and IIT
aggistance will provide essential commodiiizs to meet intermal =market
demands for cereals and edible oils., It will alse extend 5522 fzreim
exchange availabilitiss for other essential commodities in addisicn %o

providing added local currency for develotment budget surpcses. Title I

e
L

local currency will also help reduce the pressure crn G5IR o ise -
Central 3ank firnancing to deet contimuing deficits in its develcoment
expenditures.

As has been noted, Somalia is exvected <o kave a largely extermal
ecorncmy for some time although hopefully less and Iess sﬁ ints ihe future,
However, over the short term it will continmue to be necessary for 2802 o
receive capital transfers %o balance off trade deficits and provide the

addéitional foreign exchange required to finance essential imporis, 3S°R



has infermally registered an interest in receiving J.S5. assistarce iz
meeting these requirements.

Somalia is dependent on a wide range of commodities, zachinery,
equipment, transport, and spare parts to keep the econcmy functioning.

A great deal of plant and machinery needs replacing particularly those
supvlied by the U.S.5.3. In addition to loans to fizance imports for
develovment purposes of the Zast bloc origin, Somalia imports {rom the
U.S.5.R., alone amounted to a sizeable So.Sh. ThL.3 million in 975, approx=-
imately U.S5. $12.0 million. Bloc scurces of imports are now 10 longer
avaiiable., It is not likely either that increased ex-ort sarnings from
livestock and bananas will materialize over the near term which would
provide the foreign exchange needed to replace 3loc imports {rom other
sources, We are considering, subject to policy and other comsideraticns,
the possibility of assisting Somalia's zain trading partrers and sup=-
pliers of capital flows to assist GSDR meet its balance of payzment
deficits through a Commodity Import Progzam (C.I.P.).

In Part "A" of the (1S3, it was noted that Somalia's Fhysical
juality of Life Index (PGLI) was among the lowest in the world., Inade-
quate nourishment, poor health, insufficient and frequently toor gumality
water, voor housing, inadequate educaticnal gpportunitiés ant. low rural
incomes, all of these are contributing factors to a very low PoLI. It
can be expected that a rural health program, increased food production,
agricultural extension services and accompanying training, isproved hous-

ing and other rural develorment programs should centrilmte <o an increase



in the PGLI. Since the POLI for the rural poor is undoubtedl:r ilower than
for the population at large, AID's prog:aﬁ directed at the rural pocr
should have a wholescme impact on the guality ofllife of the zarget Iroup,.
One group, the nomads, are likelyrfo benefit iess i—rediately than
the rar2l poor who are settled or semi-settled agriculturalis:s. The
main reason being that we know less about this group and how e can zost
effectively mach them, gpvaver, the ncmads can be 2xpected ta bYenefit
directly, over time, from improved social services, educztion and nsil:h,
and from increased income from improved livestock rearing and management
practices. Many will benefit alsoc as settled agriculture worcers with
inersased incomes and improved shelter conditions. Increased availabile
ities of water supplies will provide additicnal benefis for =omads and
semi-nomads, Iz the implementation of US assistance aciivitias, paztic-
ular emphasis will be placed on enmring that the majority af the aomadic
porulation are served and not neglescted over too long a pericd of tize,
The problems contributing to pcverty in Somaiia are jiscussed in
earlier parts of this C2SS. The TUSADD strategy is to atztack zhe grinci-
pal problems directly through project assistance initially scrfized o
apecific geographic areas and impleamented in the form of pilct activities,
We anticipate however, that benefits and experience gained will He trans-
ferable and expanded as a nationwide effort, particularly in ainizcm
shelter, agricultural extension, health delivery systems ané g—ournd water
develorment progroms. we do not at this time propose to helr addéress

problems which would require major infrastructure develoomen® suckh as



irrigation and transportaticn projects unless it cap be fully Jemensira-
ted that TJ.S. financial participatiocn would be c¢ritical %o ths suceess
of a donor consortium effort.

Though at varicus points in this CDSS submission the Sovermment
of Somalia's percentage allocaticn of def;lopmant expenditure to partic-
ular sectors has Yeen criticized, neverthelesss, the Sovermment's coniinued
dedication to ecoromic development with "distributive lustics® is exemw
plary. 4s noted elsewhere in this sutmission, govermment saliries have
been reduced and salary divergences narrowed, taxes have been increased,
and surpluses in the ordinary budget, when they have existed, have been
allocated in their entirety to planned development axpenditures. Addis
tionaliy it has been noted that both producer and congumer »ricing pol-

icies have tended to be comsistent both with encouraging cu:zput a=d
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develorment as well as with promotion of equity. Thus, it is falt that
the policies and instituticns of the 3SDR are ccnsistent and should
cantribute rather than retard AID's propcsed program for Sosa.ia. The
GSDR also has demonstrated its interest %oth in proooting econcmic devel-
orment and ensuring distridative justice and equity ir its curTent devel-
orment efforts.

Though it is not believed that ATD's assistance strategy wiil
unduly increase recurrent costs and intensify budsetary problems, thevre
will, of course, be some increase in recurrent cogts associated with such

jects as the nationwide rural health program and the improvemen:t ard
expansion of the agricultiural extension services, Icwever, some savings

may accrue %0 the Ministry of Tealth budget through Setter tatient care
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and improved health services with a corresponding reductiom in cssts,.
Similarly incr=ased agricultural productié: can %e expec:ted *o offset
expenditures aimed at establishing an effective éxtension service,
Jowever, in view of the difficult budgetafy picture highlighted in sar-
lier parts and in Ammex IV, the somewhat precarious positicn with respect
to foreign asset noldings (7X) apparent in the data also presentad in
Amnex 7V, it is evident that any additioral firnanecing requirements i=pased
upon the GSIR will need to be examined closely %o ensure benefits which
accrue outweigh the additicnal investment expenditures. Tnless this

is done systematically the effectiveness of ATD's proposed oprogram and
those of others will be impaired adversely affe2cting Somalia’s ecormomice
develorment program generally. It is bSecause of the 5SSIR's dcrestic
financial resource limitations and iis uncertain FX posi<icn that iID's
proposed strategy includes a C.I.P. program option, aidditi 3802
policies and institutions that USAID believes could te ar izpediment %o
sound economic development is the reliance on public sector enterprises
both in the agrieultural and sanufacturing sectors. These entitizs =zeed
to beccme more effecient than they are and *hus mcre productive sr a
disapproporkicnate amount of scarce rescurce allocated for develcrment
will be disbursed without achieving returns anticipated.. T3SAID assistance
particularly in the agricultural sector, could demornstrate a possibly
more efficient production system. OQur encouragement of the slowly devel-
oping cooperative movement which is being encouraged Yy the 53PR could

also be an instrmment of the gradual shifting from State operaticms to



grezter involvement of private initiatives in <he develorment effors,
Already private farmers account for 8L of the area under culitivasior of
bananas. Further, the rain staples of Somalia, corm and sorzmum, are
produced almost entirely by small subsistance farmers.

Amnex IX considers in some detail the activity of othexr donors in
Somalia. 3omalia, it is observed in that ammex, is in a posi:ion to
obtain assistance from a wide variety of Intermatiormal and dilateral
sources., Moreover it is in Zict receiving substantial amoumris {rom many
of these sources. More specifically <he Interzmatiocnal Develorment issoc-
iatien (IDA) and the Arab Pund have projects in the Turtunwaare area
amounting in total to 330 milliom to finance the infrastructure reguire-
ments of this settlement area. “hese projects involve the develorment
of rainmmfed and irrigated farming, In the area of hezlth ser-iges, TU P
WEQ and UNICEF nave conducted a wide variety of pilot health activities
and programs in Somalia which :ID's proposed rTurai healith progranm can
help stremgthen. Coordination of AID's health project as in other fields
with the World 3ank, WEHQO, WP and certain iArad and Zurorear bilateral
danors; is taking place and will be given contirmed altentior.

The AID's proposed Tsaetse {ly control project as noted wiil pro-
vide the bioclogical control system in support of chemical er=adication
afforts of the project to be financed by the irab 3amk and the 3ritisk
Overseas Development Ministry. T™e World Bank, in particular, is inter-
ested in a collaborative approach with respect to an icproved and expard-
ed agricuitural externsion service, farmer iraining, aré rangeland devel-
opment, AJD feels that a mutually acceptable collaborative effort may

well oe possible.
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AID's personnel resources in Scmalia are cureently (May 1979}
woefully inadequate to permit proper administration, suvervision,
moritoring, vlanning and implementing the assistance strategy nrovposed
for the next five years. .idequate and appropriate staff augmentaticn is
imperative if an effective assistance strategy is to be pursuad success-
fully. In additicn to additions to the permanent staff, specialized
expertise provided by qualified comsultanis will be needed fzim <ize %o

time, Specific recuirements on staffing will bYe covered in <ze 43S,



YZAR PROSJECTICH OF o

, EDITM AND FIGE STNDINC LIVELS

USAID SCHMALIA (5000}

Levels Y78’ Y79 FY80 7783 v82
Low
Food/Nutrition 4,000 3,000 L,000 5,0C0 5,000
Health 4,000 4,000 5,000 5,000 §,0C0
Bducation -— 3,000 * 6,0C0 5,0C0 8,000
SDA 1,000 680 2,000 1,000 1,000
Project Total (9,000) (10,680} (17,000) (16,000) (2c,000)
Title I 7,000 8, 5,300 5,000 7,5C0
Title IT 6'300 — -— — —
Title IIX - -— — -
Total DA & PL L8O 22,300 16,680 22,000 21,000 27,000
CI? SA -~ -_— — —
Medium
Food/Nutrition 4,0c0 L,260 5,075 6,500 £,5C0
Health L,C00 5,300 7,600 8,000 8,000
Sducation — 5,650 9,080 §,7C0 10,8C0
SDA 1,000 680 L,C00 1,5C0 1,5C0
Project Total  (9,000)  (15,890) (25,755)  (22,700]  (26,3CQ)
Title I 7,000 »2C0 6,800 ,300 9,400
Title IT 6,300 2,600 2,600 2,600 2,600
Title ITI 2,900 5,500 4,900 2,u00
Total DA & PL480 22 300 29,590 4C,655 37,0C0 41,200
CIP SA — 10,00 15,C00 10,000 14,000
High
FPood/Futrition 1,000 5,000 6,000 7,000 7,000
Health 14,000 6,000 8,000 9,200 3,%c0
Bducation -— 6,600 10,000 7,000 12,000
SDA 1,000 1,000 5,000 2,000 2,200
Project Total (9,000) (18 C-’00) (29,000) (2s, GOO} (29,cc0)
Title I 10,000 10,000 0,0C0 10,0C0 12,000
Title IT 6 300 4,000 k4,000 4,000 3,500
Ttle III L,000 6,000 6,000 3,000
Total DA & PLLEO 25, 300 36,000 L9,000 45,000 47,000
CIP Sa 15,800 20,000 15,000 15,000

H‘TG project funding requirements are same for all three levels reflect

missiord intent to obligate funds in three sectors in FY78 and figures
for FLLBO are actual for low and medium levels and high Tigure reflects
possible increase in edibhle oils for Title I.
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The Table above provides USAID's best estimate of *the funding
levels required to implement the proposed USAID crogrzm cver
the next five years. USAID has been re-es+tablisned in Scmaliz
now for a little over fcour months, and our estimavted funding
requirements even for the budget year can only be considered
illustrative at this stage and subject tc considerable re-
finement we exrvect later on., This refinement will ztake place
as permanent USAID staff arrive at post and as we are able o
more fully engage our GSDR colleagues in evolving a ccm;re:
hensive development strategy based not only on a fuller un-

derstanding of needs and constraints, but also on an ana-

lytical analysis of greater depth.

Time and staff constraints in attempting %o meet the due date
for the CDSS has forced USAID in the main %o zero in cn tar-
gets of oppor*unity for AID's assistance particularly thcse
likely to address the mocre cbvious problem areas. ZIor the

most part our sec<ors of concentration will be in the Rural
Development (Agriculture/Livestcck), Health and Zducation, with
some assistance for *he Women In Development area due to
goverrment's long standing interest in advancing the cause of

women and invclving them in the develorment proccess.

We anticipate that U,S5. assistance will be generally concen-

trated in the interriverine areas of the ccuntry wizth possitle
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exceptions of the centrzl ransze land zone 2rd couniry-wide
orojects in health and rural water develocment., Xajcr
IBRD/Arab financed zrojects are being clanned anéd in the
implemenzation phase in the northern regions of the counsry.
This is equally true for the area soﬁth ef the vuba where
Arab/IBRD funding has been sarmarked for the major trans-
Juba livestock nroject. There have, however, Tteen some in-
formal GSDR inquiries of possible USAID interest in parti--
cipating in a financial consortium for water conirsl crograms

in the upper and lower Juba.

The funding options reflect a mirnimum to a large scale fi-
nancial effort needed to address immediate problsms or ex-
panding to providg:: assistance to the widest possitia berne-
ficiaries and %o *ackling country-wide problems, For exanmple,
the minimum level funding provides for the establishment of

a limited health delivery system for two or three discreet
areas of the country and nct a nationwide prosram thasz is
reflecféd in the hizh funding options. This is <rus fcor
other programs as well, such as the creation of a wviable
country-wide ex*tension service instead of concenirazing in
the interriverine area or exvanding a nomadic minimum shelzer
program from a pilot project in Kurtunwaare %o encomrass
other settlements and rural villages, Again funding inputs

for the education sector could be res<iricted =5 =odess



assistance for primary level wvecational/iechmical training rather than
nigher level furding needed for similar piog:ams in the secozdary and
post secondary areas. Punding levels for livestock develormant could
be an element of ocur assistance to the agriculitural extension >rograms,
or it could be a major activity on its a;n with a higher level financial
requirement. A higher funding-level is also directly associatad with
the option of providing “udgetary and balance of cayment assistance
through both PL 480 and C.I.P. -

However, the low funding option would probabdly not satiafy
larger GSDR expectation of rerewed 7.S. assistance to Scmalia or fully
serve overall T.S5. interests. The higher option would >robably %e
beyond ocur anticipated funding allocations for Somalia arnd exceed
USAID's current projected manpower rescurces to plan, irplezeni, ard
manage. A {urther consideration is the absorbtive capacity of Somalia
to adequately utilize the higher level fizarncial option iz view of
excected large extarmal capital flows Ifrom other sources without an
accoampanying expansion of GSDR currently inadequatae trained zarpower
base.

As in the case of funding estizates for the budget and sub=
sequent years it is still toc early to predict the number
of potential heneficiaries with any degree of accuracy. We

have indicated that the target group roughly represents 85%
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of the toztal Somalia population or aporoximately 2.f niliion,
The less easily reached nomadic population :ouldiﬁﬁrfcﬁ or
more of the 2.6 million. Therefore, as a rough guess‘l.j
million Somali could possibly receive some direct or .ndirect
-
benefits over the five year program.' Cur success in effecientl
reaching the nomads could swell the number of beneficiaries
over the same period. On the other hard, the 1.3 million
beneficiaries may be too large a benchmark given the zrobadle
delays in delivering program benefits. However, it can be
safely assumed that up to 75% of all berneficiaries will be

women and children.



ANNEX I
SQMALIA: The Economy
I. General Description of the Ecsnaxy

A, Population

Population estizates for Somalia are, in geperul,
based upon msnpover surveys vhich were conducted in 1963, 1968, and
moat recently, im 1971. The results of the 1977 survey vere pub-
lished in 1972. Though & nationwide census of both peopls and live-
stock wvas undertaken in 1975, the data generated by the cersus are
considered highly suspect and most unreliable. 1/ (n the taails
the manpower surveys & population estizate of 3.17 miilion peopi
as of nid-1975 emerges. Since the eatizate for 1963 was 2,3
miliion, the average anmual population growth rate from 19¢3 through
1975 amounts to 2.64. Assuming that the estizated ammual growth
rate of 2.6% is accurste, this implies a doublirg of populaticm
less than 28 years, or approximataly dcubling of populatior each
generation.

* A/

Popalation denaity is quits low, only 13 per square
aile. In terms of available arable land, hovever, the demsity

rises to 105 perscns per square mila.

BEthnic homogenaity is a major feature of the population
in Samalia. Some 95% of the population is telisved to comsist of
ethnic Scmali.,

The manpower survey in 1977 arrived st ths fcilowing
age structure of the population:

45% under 15 years of age
53% aged 1564 years inclusively
2% agedd 65 years and over

In strictly nomadic housebolds, the'tinder 15 years of
® group is estizated to be as high as 50%. PFor nosadic peoples
male to fexale ratio is 106 to 100. PFor the population at
ths ratio is belisved to be alightly higher.

564

In the mid-1960's, about sixty populated places wers
igoated municipal centers; bowewver, less than twmnty-five bkad a
ticn of 5,000 or more and only nine bhad a population in excess
10,0C0. As of 1975 Mogadiscio's population was estizated at 400,0C0,

KE§
3:

1/ In an intergiev with a VWorld Bank official it vas leermed that
GSDR officials themselves admit that population estimatss are
quite overstitad. Ihe reascn, it vas learned, had tc do vith
GSDR gensral budgetary allocations based upen population estizates.
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A rural urban drift exists in Somalia as in wost other
developing economies. The drift In Jomalia in recent years was
accentuated by severe drought conditions. The U.S. census bureau

in 1970 estimated the birth race at between 47 and 49 per 000 and
the death rate at between 21 and 24 per 1000. These estimates imply
a net annual increase of becrween 2.3%and 2.87.

B. Natural Resource Availability
v
Of Somalia's 637,000 square kilometers of 245,946

square miles of azea most of it is unsuitable for cultivat:oan. Land
distribution is estimared as follows:

Cultivable 12.5% or 30,743 square miles
Suitable for grazing 54.9% or 135,024 square miles
Forest and scrub 13.8% or 33,941 square miles
Other 18.8% or 46,238 square miles
TOTALS 100.0Z2 or 245,946 square miles.

Some estimates of woodland areas are as high as 25% of
the total land area. Most of this however is really bush or serub
with only a small percentage of the land area, perhaps 34 or 4% ia
dccasia and other thorn crees, primarily. It is reported that there
are also a few swmall areas of cedars of Lebanon in the northemn
mountains. As of mid-1975 che country had one sm2ll sawmi.l in the
Al-Madow area (far north) exploiting to some extent the cedar stands.

Mineral resources once thought to be varied, plentiful,
and capable of contributing significantly to economic deveiopment
have proved disappointing. Though commercially exploitable concentra-
tions of uranium exist, problems of extraction and transportation
minimize their economic signilicance.

Some iron ore deposits exist byt the quality is such
that it does not appear to be marketable. Tin deposits have also
been located and these\bcxng exploited on a pilot basis in 1976.

Large deposits of high grade gypsum are found aear
Berbera and were also being exploited on a pilot basis in 1976,
0il exploracion, both onsliore and cffshore, was being conducted by
at least four companies in 1976, There were no repor:ts of oil
production, however, as of year end 1977.

Somalia's extensive sea coast, apprnxzsa:ely 2000 ailes,
affords ample opportunity for the developmgnc of fisheries. Culctural
factors involving a preference for meat over fish have been a retar-
dant to the development of fisheries. To the extent the fishing
industry operates, nearly all of the prcduct is exported,
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The brief review of nlatural resources presented above
indicates that agricultural res:urces constitute the foundation uporn
vhich economic development must be based. In view of the distribu-
tion of land categories it is equally evident that grazing laads
<onstituce the major agricultural resource and thus livestack produc-
tion must be a major subsector of agricultural activity.

Much of the potentially cultivable area of some 30,000
square miles experiences a low annual average rainfall and periodic
severe drought. In the Northernm part of Somalia, except for the
highlands, rainfall does not esxceed 400 mm (approximacely 16 inches)
per year. The central region and the north sea cost averages no more
than 50 to 150 mm (2 to 5 inches) of rainfall annually.

Rainfall in the south, especially in the area becween
the Juba and Shebelli rivers, is the highest within the country.
Even here the annual average is less than 600 mm (24 inctes) per
annum. Agricultural experts sar chat if the average yearly rainfall
is much below 400 mm conditions are both toso uncertain acd unsatis-
factory to support dryland farming on a regular basis. 1t is in the
south particularly therefore that dryland farming is most successful.

Since the only perennial rivers (the Juba snd che
Shebelli) are in the south, this means that the area of tighest
rainfall is also best adapted to irrigated farming. Not surprisingly,
therefore, most of the 10,000 hectares (approximately 247,000 acres)
of irrigated cropland is in the south along the valleys cf the Juba
and Shebelli rivers. There i{s however some irrigated faraing aorth
and west of Hargeisa in the northern part of Somalia.

€. Manufacturing

Though the availazble data indicates that manufacturing
activity has grown during the last decade, the limited size of the
national market and low per capita incomes impose severe constraincs
upon economic growth in this sectioa. In addition the scarcity of
skilled manpower is also a major constraint. The manuifacturiag
enterprises that do exist coasist of a few rather large publicly
owned firms and ma.y small-scale private encterprises. Most zanufac~
turing activity involves the procassing of agricultural products
of one kindé or ancother. .

D. Aggregate Economic Performance .

Ho system of naticnal income accounting has been adapted
by the GOS thus no national income accounts are available. An attexpt
is made below to construct a gross domestic product accauat for Somali.
The GDP and resource origin and use estimates are based upon data and
information from various sources. The sources are iandicated in the
bibliography.



No claim for precisien can be made for any of the
estimates and thus great reliance should not be placed upon any
of the magnitudes. It should be noted however, that in the case
of the farming and livestock sectors, informed observers have
made estimates of crop areas and yields, livestock population
and yearly offtake, and relaced matters. Since export data oa
crops and livestock are available, estimates of intermal (domescic)
consumption can be made. This is not to say that the sectoral
estimates of rescurce origin are precise but rather that the
calculacions stem from estimates and inferences of those who are
reasonably well informed. Considerably less validity caa be
claimed for the items listed in the "Commerce and Servicass”
category of resource origin. The estimates are simply based upon
inferences drawn from the reported budgetary data for the govern-
ment of Somalia.

With respect to estimates of resource use the praba-
bility of reasonable accuracy is believed to be considerably
greater for the estimate of private consumptioa than far public
sector consumptioa and capital formation. The residual, i.e., the
resocurce gap estimats, is approximately equal to the annual extermal
financing requiremenc as found in the 1974-1978 Economic Development
Plan for Somalia. It should be observed also that it is nct unreaso-
nable to assume that the resource gap can be measured by the defici:c
on current account in “he international balance of paymercs for
Somalfa. The Somalia National Bank preliminary estimate for 1974
indicates an adverse trade balance of So. 5hs.643 millior, very
close to the resource gap estimated below, plus a negative services
balance of So. Shs. 73 million for am ¢verall defici:t om current
account of So. Shs. 716 milliom.

It is of some interest to compare the GDP estimate
calenlated below with GDP estimates which have been made 5y ochers.
Among the GDP estimates for the mid-70's the lowest estimare found
was U.S. $155,000,000 and the highest estimace U.S, $263,500,000.2/
Assuming a populatiom in 1974 of 3.1 millioa, the low GDP estimate
means a per capita GDP of U.5. $50 and the high estimate 2 per
capita GDP of U.5. $85. Assuming the exchange rate to be Somali
Shs.6.295 = U,S5. $., the So, Shs. 1,617,500,000 GDP caiculated
below amounts to U.S. $256,950,000 or a per capita GDP of 583. Ia
its August 20, 1975 economic report on Somalia, the Worid Bank lists
the per capita GDP as follows: "U.S. $80.00 (Approx.)". All that
can really be said for the GDP and resource origin and use estimates
calculated below is that they seem to be within what others have
estimated the "ballpark" ro be.

2/ Variations in GDP estimates arise from variatioms in population
estimates and/or variations in estimates of areas cultivated and
numbers of livestock. In some cases it seems that an estimate
of per capita increase is made ancé the aggregate GDP Zfigure then
derived based upon population estimates.



Crop_
Maize
Sorghum
Oilseeds
Cotton
Rice

Sugar{refined)

Bananas

TABLE I

Agricultural Sector

VA

Estimates of Concribution to GDP
1974
A. Farming Subsector
Area (ha.) Production Price So.Shs. (mill.)
70,000 700 Kg/Ha $0.5hs.500/Tca 2.5
900,000 . 700 Kg/Ha 450/Tca 283.5
- 20,000 Tons 1,500/Tca _Xx.0
1,000 300 Kg/Ha 1,000/Tzn 0.3
800 4 tons{Milled)/ha 2,500/Tc¢n 8.0
- 27,593 tons 1,000/Tcn 27.59
§,000 20.2 Tons/Ha 600/Tca 101.72
Citrus, vegetables, dates, groundnuts, etc 10.00
Total Dryland and Irrigated Farming 485.61
B. Livestock Subsector
. Estimated Poo. Qffrake/vr, Price 3So0.Shs.{Mill.

Kind

Cattle
Sheep & goats
Camels

3 mill.
14 mill.
2.5 mill.

Total livestock subsector

So.5hs.

255,000 £30/9ead 124.95

4,000,000  103/head

412.00

125,000 §36/head 104.50

641,45




TABLE 1II
1974

Domestic Consumption of Livestock
{Somalia Shillings)

Kind Total Prod. Export Domestic consumption

Cactle 124,950,000 35,057,000 89,893,000

Sheep

&

Goats 412,000,000 138,282,000 273,718,000

Camels 104,500,000 © 23,335,000 31,165,000
TOTAL 641,450,000 196,674,000 444 776,000

Milk (Cattle, sheep and goats, camels) estinate 10,000,000

Estimated Domestic Consumption Livescock 454,776,000




TABLE III

1974

Private Domestic Consumption (Estimates)

(S0.5hs.) (So.Shs.)

Farm output (Dry and Irrigated) - 485,610,000

Less: Export af Bananas 74,000,000
Priv. Dom. Cons. Farm output 411,610,000
Private Domestic Consumption Livestock and milk 454,776,000

Importation of:

Food 212,100,000
Consumer goods 118,100,000
Private Cons. Imports 320,200,000

Total Private Domestic Consumption 1,196,586,000

v



TABLE 1V
1974
GDP Origin and Us. of Resources
Estimates - (So.Shs.)
Origin of Resources

Agriculture:
Faxming (Dry land & Irrigated) 485,
641

610,000
Livestock ASQL

Total Agriculcure

Fisheries (5C00 tons @ So.Shs.6924/Ton)
Forestry 2/

Industry (Manufacturing & Food processing)
Mining 2/

Commerce & Services: éll

Distribution and Finance 16,500,000
Transport & communication 1,500,000
Administration, Police & Dé¢fince 211,500,000

Education and Health 56,800,000

Total Coumerce and Services
Gross Domestic Product {current price estimate)

Resource gap (Net Imports of goods and services)
Aggregate Resources

Use of Resources:

Private consumption
Government consumption
Capital formation (Development Plans)

Aggregate Resources

.-d
™

1,127,060,000

34,620,000
Negligible
149,520,000
Negligible

306, 300,000
1,617,500,0C0

665,495,000

2,282,995,000

1,196,586,000
535,160,000
551,249,000

2,282,995,000

1/ Probably understated since groundnuts and wheat,for example, have

not been included.

2/ TUnderstated since, though negligible, some conﬁribu:ion to GDP from

these sectors does in fact occur.

3/ Based on Central Government Budget Accounts only. Private sector

considered negligible,

4/ Figure coincides closely with the estimated annual external
financing requirements of the 1974-78 Development Prcgramme

amounting to So.Shs. 634,500,000,



ANEX 1T

Principal Sconomic Sectors:

c s . - 1
Description, Constraints and Develortmeat rlans

A. _Agriculture

1. PFarming Sub-Sector

Approximatsly 80% of the population of Somalia is engaged in
agricultural pursuits of one kind or another. ZHowever, ro mcre than
20% of these at the most (about 18% of the total population) are engaged
in sedentary cultivation.

As indicated in Part I above, there are two major agricultural
subsectors: cropoing or farming and grazing or livestock raising.
Within the farming subsector, as noted previously, both dryland ard irri-
gated crops are cultivated. The major crops grown under dryland cordi=-
tions are maize, sorghum and the oil seed sesame. §Small amourts of
maize and sesame are also grown with irrigation. In non=drought years
Somalia is self-sufficient with respect to maize and sorghm. Major
problems with respect to dryland farming include:

(1) 1Inferior soils and unfavorable climate;

(2) Declining soil fertility because of natural ccnditions and

poor cultural practices;

(3) Uneven rainfall and periodic droughts;

(L) Applied agricultural and iivestock tecknology is quite

orimitive, thus crop yields and livestock off-take are very

low;

1This gection is based upon the World 3Bank's report "Somaiia Recent
Economic Developments and Current Prospecta" Vola. I and II, sugust
20, 1975, and the Area Handbook for Somalia, 1977.



{(5) 4is a consequence of the above factors the rural ecorcmy
which amounts to about 80% of.the total population fluct-
uates between subsistence and periodic famine in some areas
from time to time and from subsistence to subsistence dlus
;n other areas at other times.

It has been estimated that even in the area of highest rainfall,
i.e., the valleys, the Juba and Shebelli rivers and the interriver area,
over an average five-year periocd dryland cultivation would produce ;ut
twe years of good crops, one your of poor crops and two yezrs of no crops.
About 550,000 hectares are utilized in some form of dryland farming.

The major crops grown under irrigated conditions on approximately
100,000 hectares are bananas, sugar, c¢itrus and other fruits, and some
vegetables. About one=third of the irrigated area is subjiectad to con-
trolled irrigation while the remainder is subjected to flood. 1In the
Juba valley, bananas are grown on most of the cortrolled irrigzation area.
As noted earlier, some maize and sesame are grown under irrig:ted condi-
tions, In addition some rice, cotton and groundrmuts are also grown with
the aid of irrigation.

Land tenure in the SDR is now governmed by statutory orovisions
enacted in 1975. This legislation limits both the aize<and the transfer
of arable land heldings. Arable land may be held under ten-year conses-
sionas granted by the Ministry of Agriculture, Concessions for plantaticns
must not exceed 100 hectares (247 acres). Family land holdings are limi-
ted to 60 hectares (148 acres) in the case of rain-fed iand and to 30 hec-

tares {74 acres) for irrigated land. A family may be given one concessicn



renewable for a second ten-year pericd. Mortgage, sale, lease or transe
fer of land is prohibited except in the e;ent the initial concession
holder becomes disabled. Zven then the physically disabled farmer can
sublet to another only if official permission to do so is granted.

Maize and sorghum are grown by widely scattered small lard holders.
Rice is grown primarily by cooperatives and private plantations. Though
plans exist to expand rice production to 6000 hectares, apparently not
more than 1000 hectares are now devoted to rice production. Sugarc;ﬁe has
been grown in the Shebelli valley near Jowhar since 1926, 3ince 1970 the
operation has been donducted by a parastatal organization known as Societa
Nazionale igricola Industriale (SYAI). No more than 5000 hectares seem
to be devoted to sugarcane production though it is planned to expand this
to 7000 hectares. For a variety of reasons hoth sugarcane yields per hec-
tare and refinery extraction rates declined from 1969 to at least 2id-1376,
With respect to sugarcane yields per hectare, part of the oprotlem involves
a gradual salinization of the areas beizg irrigated.

As noted previocusly, with the exception of bananas, Somalia is
self-gufficient in food crops only with respect to maize and s>rghum and
even then only under appropriate rainfall conditions. Sugar, rice, wheat
products and tobacceo lcom importantly among the food and consumer goods
imports of Somalia.

The major constraints to agricultural development invelwe naturzl
factors such as undependable rainfall, and limited natural resoources

generally, These constraints are compounded by poor communication,



inadequate technical information, a shcrtage of skililed manpower which
in turn means deficiencies in agriculiural planning and project crepar=
ation.

The 197L-78 Development Plan stztses that the long-term agric:l-
tural objective is the "maximization of producti-n wiih distributive
justice™, Thus the emphasis on agriculture is upon producticn with ic-
creases in rural income and regional equity. Xext, Zomestic self-
sufficiency in food production is stressed as is increased ouiput to pro-
vide exportable surpluses wherever possible,

The total agricultural expenditure in the 197L-78 Tevelopment Flan
comes to So0.Shs. 1,12L,506,000, Two-thirds of the total regquires foreign

financing.

2 Livestock Sub-Sector

Aprroximately half of those engaged in agriculture, or about L{®
of the entire population, are strietly nomads, i.e. a wandering, trans-
ient pastoral people. Some 20% of the population raise livestock and,
upon occasion, engage in seasonal cultivation. Since approximaiely two-
thirds of the population is engaged in pastoral pursuits it is not sur-
prising that livestock production constitutes the largest single coniri-

bution to the GDP and provides the bulk of Somalia's exports.z

‘A[ Livestock ngg}ation

‘Though a census of livestock was undertaken in 1975, as noted

earlier, the results are suspect. It seems, therefore, that the mest

2Of estimated total exports in 197L amounting to So.Shs. LO2 aillion,
over half, So.Shs. 249 mid}dion, was represented by livestock.
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reliable livestock population estimates may be thcse for the year 197L.

According to the 1974 estimates, the following numbers are indicateds

TABLE ¥
197
Number and Distribution of Livestock (Zst.)
(Millions)
Type North South motal
Cattle 0.5 2.5 3.0
Sheep and Goats 11.0 3.0 15.0
Camels 1.3 1.2 2.5

‘B! Cattle

The main varieties of cattle are derived from the Zedu tyre. To
some extent cattle of the Boran variety are alsc grown, 3Some breeds
are utilized primarily for milk production while others serve a dual pur-
pose, that is, milk and/or meat. It is reported that Somali cattle are
quite hardy and well adapted to the harsh envirommental ccniitions of the
range lands on which they graze.

Since those who grow livestock are interested inannmbers, utili-
zation of cattle for meat consumption is confined to young male calves,
older males and aged cédws, The combined off=take of cattie for both ex=-

port and domestic consumption is estimated at 7 to 0% per year.
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(¢) Sheep and Goats

0f the estimated 1L million sheep and goats, approximately .5
million are sheep and the remainder goats. The sheep are not wool pro=-
ducers but are quite useful for milk and meat. The goats are valuable
primarily for meat and skins and are a part of the livestock 2xport
total., The estimated off-take is about 30% per year or about L =million
animals. World Bank estimates are that about 15 kg. of sheer ard goat

meat are consumed annuaily per person in Somalia,

!D[ Camels

Camels consititute an accepted measure of individual wealth
among the pastoral Somali. Because of this, camels are affcrded first
priority, with respect to water, grazing and generazl livestock manage-
ment. Camels are used as beasts of burden, the major source of subsis-
tence milk requirements and some are slaughtered or exported live for
meat. The anmial off-take is estimated at about 5% for all purposes at

which rate increases in herd population should occur.

(8) Nomadic Families and Herd Utilizaticn

Specifics concerning herd ownership patterms amorg aomadic fami-
lies and herd uwtilization are either little known or essentizlly unicmown.
It is, of course, known that cattle, sheer and goats require water every
few days while camels can go without water for an extended period of
days.3 As a result, cattle, sheep and goats are herded separately Irom

camels,

3

Camels may do without water for at least two weeks,



A 1973 survey of nomadic families in the Burao regicn (z20rth) of
Somalia revealed an average family size of 5.75 persons. The average
family owned 110 sheep and goats, 20 cacels and 8 head of catile. Some
9L% of all families owned sheep and goats, *wo-thirds owned caxzeis, but
only 64 of the households had cattle.

Cver 50% of the nomads fall in the "under 15 years of age" cate=-
gory. The birth rate is estimated at 3.9, the death rate at 2.7%, thus

the natural rate of increase among nomadic {amiiies seems %o be about

1.8% per year.
Little meat and much milk constitute the principal itens in the
L

nomad's diet.” Trade, when possible, may permit the diet to e supple=-
mented with rice, other grains, tea and sugar. Rainfall conditions per-
mitting and when in season, the nomad may also be able to gatner edible
wild berries and fruit. At best, the life is difficuit and necessarily

Spartan.

(F) Marketing: Transport and Processing

A well-established traditional livestock marketing system existis
in Som#lia. For example, almost every town and village has a daily
cattle market auction. Similar arrangements for marketing ozher live-
stock exist. There does not exist, however, a systenm fér na~ket aralysis
or market forecasting.

Sheep and goats tend to be transported to market and/sr to export

points, while cattle tend to be trekked. Sheep and grcais are iranscoried

hThe results of a diet survey in mid-1960, reported in Part "i" of {DSS.



both by land (trucks) and by sea (coastal shipping)., The Somaiia Live-
stock Development igency (L2a) with assis;ance from the Intermatioral
Development igency (IDA) have added to and exparded the existing market-
ing infrastructure. These additions and expansions have taksn the forz
of new or enlarged holding areas for livestock being marketed.

The vrocessing of livestock products is a major industry in

Somalia and is one of the few industries which dces not rely on izpor-
ted raw materials., 1eat, hides and skins are all a part of the liv;-
stock processing industry. It is generally believed that there is
conaiderable scope for expansion and improvement of the processirg of

hides and sking, that is to say, the development of a viable leather

industry.

(G) Constraints to Increased Livestock Production

The major constraints to improved and increased iivestock rro=-
duction are environmental in nature. For example, range lards provide
inadequate mutrition since drought conditions obtain two yezrs out of
every five. Moreover, the poor distribution of watering facilities
for both humans and livestock means that many areas are over-grazed.
Overgrazing, in turn means poor range management and paor Or non=-
existent soil and water conservation przctices. Though an improving
and expanding extension service involving the introducticn znd utili-
zation of livestock vaccines and drugs is causing disease ard parasite

infestations to become a dirinishing constraint, diseese anc parasite



infestations still figure prominently as a check to improved livestock
production.

Primitive to poor transport and comrmunication facilities also
constrain livestock production. The fact that a statistical gathering
and reporting system concerning livestock development is non-existent
makes planning very difficult and unsatisfactory.

In the livestock sub-sector as in virtually all sectors of the
economy, the lack of trained manpower constitutes a major coastrain;
upon improved and expanded ocutput. In 1975 there were orly thirty
trained veterinarians in all of Somalia and only ten graduatass in animal

husbandry. A College of Veterinary Science was established ir 1973 »ut

the firat graduates will not be available until this year (1978).5

(8} The Dévelooment Plan and Livestock

The Five-Year Development Plan (1974~78) enumerates itaie following
general objectives so far as livestock production is concermad:

(1) 1Incresse production to meet local demand for meat
and meat products and to expand the exportation of
livestock products especially frozen, chilled and
canned meats,

(2) strengthen disease control and researca facillties

(3) Improve livestock marketing facilities.

5See Annex VI for enrollment and outputs of the National University.



In the livestock area, the Levelopment Plan itself focuses
upons

(1) Improving the off-take rate.

(2) Developing facilities to fatten cattle.

(3) Experimenting with cross-breeding to improve meat, milk
and wool production.

(L) Continuing animal health programs and creating disease-free
areas especially around major points. of livestock expo;t.

(5) Improving existing and creating additional training facil-
ities for personnel dealing with livestock,

(6) Improving the marketing system to promote increased exvort

returns from livestoeck and livestock products.

Some twenty livestock projects are included in the 197L4=78 Devel-
opment Plan. The projects involve some S¢Shs. 190 milliony So.Shs. L8
million to be financed within the SDR budget and the remainecer from ex~-

ternal sources.

B, Indust

Since national income accounting has not yet been instituted in
Somalia, an accurate measure of the contribution of industry (manufactur-
ing) to GDP does not exist, Estimates of value added to GIP by mamfac-
turing vary from 6% for 1968 to about 10% for 1972. In the (TP account
constructed and presented above as Table IV, the assumption was that

value added by manufacturing in 1975 amounted to about 93% of GP.
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Three—-quarters, or perhaps more, of the total value added by
manufacturing is derived from food proceséing using localliy »roduced
raw materials such as farm crops, livestock and fhe output o fisheries.
The remaining one-quarter or so of value added is represented by such
activities as private produetion, clay products, some metal >roducts
and production and distribution of utilities such as electzi: light
and power, water, etc.

As noted earlier, the industrial sector is moninated sy 2 few
large scale publicly-owned enterprises. In fact some 90< of the value
added by tnis sector originates in the public sector destite %the exis-
tence of many small scale private enterprises.

The major constraints to economically viable industrial growih
are the small size of the sonsumer market and the low per carita income.
These checks to industrial growth are made more severe because of tn
limited natural resource availabilities, a serious lack of skilled man-
power including enterpreneurial skills and a generally inadequate infra=-
structure such as transport and communication fagilities, erergy and the
like.

The 197L.-~78 Develorment Plan lists nine zajor projects in the
industrial sector totalling So.Shs. 513,870,000. The Plan calls fsr
financing So.Shs. 155,700,000 or about 30% of the total irtermally and

the remainder from external sources,
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Aith the longest coastline of any ifrican country, almest 2,0C0
niles, bordering both the Zulf of iden and the Indian {Jcean, 3omalia
is guite favorably situated to exploit fishing resources, Tzie fishing
sector has remained largely undevelored, however, because of cultural
factors. Since the bulk of the population is comprised of pastoralists
a strong preference for meat rather than fish exists, Moreover, hig—
torically, the pursuit of fishing nas been looked down upon as being an
endeavor inferior to herding. Additional factors militating against
the development of the fishing irndustry involve the seasonal nature of
fishing opportunities attributable to the weather, the sudstantial
fluctuations in catch availabilities which seem to exist off the ccast
of Somalia, the sparse population along most of the sea coast and its
adjoining hinterland and the dearth of good harbours and fresh water
at most of the landing sites,

Bstimates of the potential anmual catch off the Somalia coast
vary from a low of 20C,000 tons to 2 million tons. In 197L, the ammal
catch ﬁas about 5,000 tons. It is hoped that this can be bcosted %o
125,000 tons per year perhaps by the completion of the 197L~78 Develop-
ment Plan period. At least 80% of the landed catch is éxported, mostly
in the form of canned fish.6

Apart from the cultural constraints and envirormental constraints

to expansion of the {ishing industry noted above, the lack of iraired

siLO 1977 takes a rather dim view of fishing prospects.
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manpower to organize, administer and conduct the industry is a major
constraint, Indeed this constraint frequ;ntly results in an inade-
quate supply of fish to permit utilization of tﬁe fish rrocessing
plants at an optimum level. .

The 197L-78 Development Plan allocates So.Shs. 106 million to
the fishing sector. About a third of the allocated amount is earmarked
for organizing and training fishermen and the development of fishing
specialists. Approximately half the plan allocation to the sector Es
for the improvement of the fishing boats, harbours, and fishing gear.
The remainder is to be devoted to improvement of the fish processing
plants. The two major projects in this sector involve a plarned out-
lay of S0.Shs. 53 million over B6¥ of which is to be financed extern~-

ally.

D, _Forestry and Mining

In Section I above (General Description of the Ecoromy) it was
noted that though some foreat and mineral rescurces do exist both the
quantity and/or quality of these resocurces renders the coniribution to
GDP from these sectora negligible.

The typical drift of population from rural to urﬁan areas and
the inereasing destruction of sc¢rub forest for charcoal, the principal
fuel, threatens to destroy the scrub {orest areas. Clearly some appro-
priate conservation measures are needed.

To the extent uranimm is found in commercialiy exploitable cor-

centrations, problems of extraction and transportation act zs major

constraints to output.
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With the exception of a project involvirg a mining (gszo0logical)
survey, all of which is to be financed by the Government of 3omalia,
it appears that the 1974-78 Development Flan makes no allocatiocns %o

the forestry and mining sectors.



ANNEX_III. HEALTH AND RELATED MATTERS.

As is noted in other Annexes to the CDSS, Sbmalia's harsh
climate and dearth of natural resources makes for a very
rugged and difficult life, When these conditions are
coupled with a woefully inadequate system of medical ser-
vices and the prevalence of such diseases as pulmonary
tuberculosis and malaria one can readily underszand such
statistics for Somalia as (1) an estimated life expec=ancy
at birth of 41 years and (2) an estimated infant mortality
rate of 177 per 1000 births,

In addition to tuberculosis and malaria, the incidence of
poliomyelitis is high, some 75% of the population is affected
with some type of intestinal parasite and in the marshy

areas of the south and in the valleys of the Juba and Shebelli
rivers the incidence of schistosmiasis is very high. Among
the nomads and the urban population, venereal diseases are
quite common. Skin and eye diseases are quite prevalent

also, Malnutrition and poor diets generally, both attri-
butable, in the main, to environmental conditions, increase
the susceptibility to disease, and tend to accentuate the

severity of diseases once contracted.

Because of scant resources and adverse climatic conditions



food production in Somalia is inadequate.l Periodic droughts
crop disease and locust infestations all tend to intensify
food shortages, During the dry season food intake, especially
among the nomads, is drastically reduced. It has been esti-
mated that during the dry season cal?ric intake of nomads

is barely 50% of accepted standards.

Northern pastoralists herding camels may consume little
else than milk., At times the basic milk diet may be supple-
mented with some sorghum and, perhaps occasionally, with

some meat if a sickly or old camel has to be slaughtered.

The sedentary rural population has a diet which is guite
deficient with respect to protein., Maize, sorghum, beans
and a few vegetables and fruits constitute almost the only

items of food intake.

Even in the urban areas diets tend to be deficient in pro-
tein though the Food and Agriculture Crganization feels the
caloric intake, on the average, is adequate, Almos= without
exception, however, diets throughout Somalia are delicient
in vitamins, In the urban areas diets tend to be deficient
in calcium as well as vitamins and to contain too much fat
and sugar, If the efforts of the GOS to popularize fish

as a dietary item meets with success, protein deficiencies
can be alleviated to a large extent,

1

See result of a mid-1960s survey of diets presented in
Part "A" of the CDSS,
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Somalia's Ministry of Health is charged with the organization
and administration of health seminars. As of 1973 trere

were 63 hospitals with a total of about 5400 beds, 1lé4 phy-
sicians, 22 dentists, 164 midwives, 868 medical assistants,
56 technical assistants and 22 phzrmacists in Somalia.? To
the extent the majority of the population receive ary medical
care at all, it is obtained at small dispensaries s*affed

by medical assistants trained in first aid and able to rec-

ognize and perhaps treat a few diseases,

International organizations such as WHO, UNICEF and the
World Food Program have all assisted in providing medical
care and in conducting training programs. +he USSR ard the
Peoples Republic of China (FRC) have also provided redical
care, In 1976 the PRC had started constructicn of z modern

maternity and pediatric hospital in Mogadishu.,

2

Technical Paper No. 9 in Egon Transformation ipn a Socialist
Framework, I.L.0, Geneva, Switzerland 1977, presents infor-
mation for 1976 which shows no change for comparabls items,
"Syncrisis: The Dynamics of Health-Somalia®™ division of pro-
gram Analysis Cffice of International Health, U.,S, Dezt, of
Health, Education and Welfare contains a detailed Analysis of
Health facilities and needs in Somalia.



ANMYVEX IV

After the revolution of 1969 and the formation of the new gZovern-
ment, attention was directed to a higher degree of self-~reiiznce., Thus,
after two years, annual budget deficits which had persisted sirnce indep-
endence were eliminated and surpluses began to appear. This budget trzrs-
formation is the result of a number of zeasures undertaken by the 3303,
These measures nave involved a combination of austerity meves angd in=
creases in direct taxation. Salaries of Goverrment employees have been
reduced, a graduated tax called a "Develorment nevy" was imposed on non-
governnent sector employment income, a turnover tax on public entities
was instituted as was a modification in profit shares accruing to the
Government from these enterprises. Additionally import duties on selec-
ted items were inereased, the xcise tax on sugar was doubled and a stamp
tax was inaugurated during the period 1969-1977. The impact of these
measures upon the budget is reflected in Table VI below.

It will be noted that expenditures in 197L relative to 1573 in-
creased by almost L9%. A variety of factors combined to produce the
increase, Amcng those factors were costs for the mass literacy program
considerably in excess of the initial estimates, a cost of l_.virg adjust-
ment for Government employees and gre-ter than expected‘expenditures for
education, agriculture and drought relief.

The larest single item in the GOS budget for 1977 is SoShs. 200
million for defense. Defense expenditures plus police expendiitures
throughout the pericd 1973 through 1977 amount to between 35% and LO® of
total budgetary expenditures. The major budgetary categories are: (1)

general public services, (2) Defence, (3) Economic Services and (L) Social



TABLE VI

Financial QOverations of Central Government

(So.Shs., Millions)

Prelim. 3Sudget Revised

actual =st. Est.

Item 1973 1974 1975 1976 1977 1977
Total Rev. and Grants 602,5 889.2 1:255.2 939.L 1,317.0 1,277.5
Total Reverue LL0.0 557.7 623.9 689.4L 917.0 877.5
Tax 378.2  L61.9 L491.3 515.3 £90.0 666.3
Non-Tax 61.8 ~ 93.8 132,6 1741 227.0  211,2
Grants (External) 162.5  303.5 631.,6  250,0  LCO.0 00.0
Total Expenditures 786.1 1,169.t 1,332.7 1,738.5 — 1,899,5
Ordinary 382,0 508.L 566,6 656,1 793.2 782.8

pevelopment 327.0  353.3  362.1  63L.1 1,288.3 —
Sxtra Budgetary’ 7700 307 LOLO L83 e=  1,116,7°

Ordinary Surplus or
Deficit (=) 58.0 L7.3 57.3 33.3

Overall Deficit ("') -183-6 "'309-9 "77.5 "799-1

Pinancing 183.6 309.9 77.5 799.1
Foreign (Net) 169.9 255.1 269.2 L2Lk.9
Domestic (Net) 13.7 SL.8  =191.7 JTu.2

122,8 Sk.7

€00.0 600.0

1Tbtal development expenditures as published by State Flanning Commission.
Only development expenditures financed from domestic sources recorded in
budget. For example, in 1976 domestic budget development exterditures
were So.Shs. 255.2 million and foreign So.Shs. 379.9 {see Table 7, IMP

1978, p. 17).
%potinates (D).

3Residual item, In 1975 and 1976 included drought rehabilitation expend-

itures financed by proceeds of commodity aid.

Source: IMF 1978 (Ministry of Pinance, State Planning Commission ard

Central Bank).



Services. In 1977, approximately 3L.&%% of budgeted outlays were for
general services, 25.,5% for defense, 1L.5% for economic services and
25.4% for social services.,

Zstimated reverues for 1977 were derived from direct tax sources,
indirect taxes and from non-tax sources. ‘Direct tax revenue in the main
was derived from income taxes, the development levy and the turn-over
tax, Indirect taxes included import and export duties, excise taxes,
the stamp tax and what amounts to a profits tax on certain grvermsent
monopoly enterprises. Non-tax revenues are derived primarily from the
profits of government enterprises and from govermment service charges
and fees. For 1977 taxes are estimated to constitute 75.9% of total
revenues and non-tax reverue 25.1%,

Assuming a population for 1977 of 3.L milliom, the total estimated
tax revemues for 1977 amounting to So.Shs. 666.3 million, means a per
capita tax amounting to about $30 (given an exchange rate df So.Shs
6.29 to the dollar), According to the World Bank, the tax burden in
Somalia is quite high by interrmational comparisons,

Some 70% of Somalia's develorment expenditures have in the past
been financed with foreign assistance and the current 197L-78 develop-
ment plan calls for two-thirds of the expenditures to be financed with
exterpal asaistance. Though much of the foreign aid has been, and pre-
sumably will be, in the form of grants and loans, on very so’t terms,
the magnitude of externmal debt has risen and will contimue to rise.

Barring unforeseen increases in exports, the debt service ratio1 is

1'I'he ratio of debt service (principal plus interest payments) to total
exports,



expected to rise substantially during the 197L=73 Plan pericd. In 1970
the debt service ratio was cnly 2¥¢; by 197L this had risen %o 5.3% ané
for 1977 the ratio was 9,6%. For the remainder of the Plan period it
is expected to be 104 cr so.2 Somalia's external debt for the period

197hL through 1977 is found in Table 2 below:

TABLE VII

Somalia: Ixtermal Debt
(So.Shs. Million)

Year Amount
1974 1,150,0
1975 1,28L.5
1976 1,7Li:.8
1977 2,255.0 (est.)

Source: INMF 1978

Of the 1976 debt total, 83.,5% was owed to other Govermments, 1L.9% %o
international organizations, mostly IDA, and 1.5% was owed %> the pri-
vate lenders. The bulk of the debt as of 1976 was owed to tie J.S5.S5.%2.,
IRC, Arabia, Federal Hepublic of Germany and the U.S.A..in taat order.
Projected debt service costs for the period 1976 throagh 1981 are

presented in Table 3 which follows:

ZA general rule of thumb is that the debt service ratio shculd not

exceed 104,



TABLE VIII

Projected Debt Service Costs
(So.Shs. Millions)

1976 1977 1978 1979 +980 1981

Amortization . 13.6 55,0 5L4.5 73.3 92.9 18L.6

Interest Se5 12,8 17.2 17.2 21.1 39.4

Total Paygpent 19,1 67.8 T1.7 90.5 1'L.0 224.0

Ratios Service Cost 2.7% 9.6 = — — —
: Exports ¢ ‘

Source: IMF 1978,

It will behoove the GSDR to press for grants or very soft term loans if
its rather ambitious developmert plans are not to impair the GSIR's
creditworthiness. The alternative would seem to be a scaling down of
development plans. This conclusion seems justified in terms of the
currently guite high tax burdens and thus forced savings levels being

experienced by the Somali.



FORZIGN TRADI AND BALANCE OF 2AYMENTS

Table IX irndicates that for the period 1972 through 1¢75 alzmost

T2%4 of Somalia's total exports consisted of livestock and livestock pro-

ducts. About 19% of the export total was, accounted for by benanas., The

remainder includes, among other things, wood products and charcoal, fish

and fish oproducts, frankincense, myrrh, aromatic gums, sum arabie,

tortoisesne}l, ambergris and leopard skins.

TABLE IX

Somalia Sxports by Commodity

(So.Shs, Million)

0
Livestock and

Year Livestock Products Bananas {tners m™gtal

1973 210.8 67.6 32.0 ILc.L

1971 272,32 79.8 8.5  390.8

1975 Ls2.hL fhols =c.3 557,6
TOTAL 141372 29C.0 15t,3 1,388.5

Percentage of Grand Total T1.6 18.3 1C.? 108

i

2

Live animals, meat and meat products, hides and skins.

Source: IMF 1978 as provided by Semali iuthorities.

Differs from estimates in Table II and reflects inccnsistenciss in data
noted earlier. Custcoms Data and Somalia Arimal 3Bank data differ.

AS a consesuence of favorable exterral cavital acccurt arnéd uni-

lateral flows, Somalia's net foreign asset and foreign exchznge holdings

which had been declining from 1972 through 1974 have shown 2 steady in-

crease since then through 1977. This is reflectad in Table IX{ below:



Somalia: Xet Foreign issets

. 1977
Where Held 1972 1973 1974 1975 1976 Jurie Qct,

Cen?ral)Bank 218.7 217.2 90.9 273.4L 380.3 L31.5 515.7
Net

Foreign (167.1) (15L.9) (201.2) (367.0) (LS3.h) (u96.1) (638.2)
Bxchange -

Commercial 82.0 3.9 93.3 227.7 13h.6 1€h.L —
Banks (Net)

Total Net For. .
Assets 300.7 2L9.1 18L.2 501,1 51L.9 595.9

Source: Based upon data presented in IMF 1978.

At year's end 1977 gross fcreign assets were estimated at 82 million STRs
{Special Drawing Rights). it 7.Lk28 So.Shs. per 1 SDR the gross foreign
assets at the end of 1977 amounted to So.Shs. 609.1 million. At CIF

rates a reserve of So.Shs. 609.1 miliion amounts to {ive morth's estima‘ed
imports. Assuming the same level of imports the actual FX reserves at the
end of 1976 amounted to slightly more than four zonth's imports.

The Somali shilling is pecged to the U.S. dollar with the official
sellirg rate being So0.Sh. 6.3573 to U.S. $1 and the buying —ate deing
So.She 6.2327 to U.S. $1. The representative rate is considered to de
S0.Sh. 6.295 to T.S. 31 and is the rate used in the CDSS when expressing

So.Sh amounts in U.S. dollars. During the period 1972 through Qctober



1977 the value of the Somali Shilling in terms of Special Trewing Rizhts
(SDRs) varied from a low of So.Sh. 7.7073.per 1 SIR to a nigh of So.3h.
T7.3137 per 1 SDR.

As Table X below reveals, food items and consumer goods tend to
account for about cone=third of Somalia's total imports. Peircleum pro-
ducts and metals and machinery constitute the bulk of the remzining im-

ports. Other imports consist chiefly of paper manufactures, chemicals

-

and timber.
TABLE X
Somalia Imports: Major Catesories
(So.Shs, ¥illions)

Category 1977 1972 1973 197% 1975
Food 173.7 13L.6 151.2 212,17 215.5

Consumer goods 90.2 87.2 142.9 118.,1  105.8

Petroleum products 20.3 2L.8 35.3  120,3 60.0

Metals and machinery 16,6 179.7 238.4 L15.6 L25.8

Others 69.9 98,5 72,2 130.1 319,32

TOTAL L470.7 S2L.8 6LO.O 10CO.2 1126.L

1Adapted from estimates oy IMF on basis of customs data.

2No explanation for the large 1975 figure.

Source: GOS Customs Data (as presented in IBRD Main Report "3CMALIA:
Recent Economic Development and Current Frospects®, iug. 25,

1975,




Between 1973 and 1977, Somzlia's estimated trade deficit has
increased markedly as revealed in Table XI. Mable XI also irdicates
however, that Central Bank fcreign exchange reserves which declined
each year during 1973 ané 1974 are estimated to have increased in 1§75,
1976 and 1977. The increase, it will be.;oted, is attributable to sub-
stantial increases in capital movements favorable to Somalia as well as
the fact that unilateral transfers remained essentially stabla, It will

be noted, however, that the magnitude of the yearly increzse 1as de=

clined significantly since 1975.



TABLE XI

Somalia: Balance of Payments (1973=1977)

(So0.5hs. Millions)

Ttems 1973 1974, 1975 1976 1977
A. Goods and Services (Net) =423,1 «651.0 «6L3.5 692.6 ~970.5
Exports FOB Net 358.7 402.7 558.0 51042 509.5
Imports FOB Net® -612.6 =8L1.7 -888.1 <=963.7 -1,218.0
Trade Balance -253.9 <439.0 -330.1 =453.5 -7C8.5
Semces Net -169.2 -21200 -31 3-1} "2390’ -262.0
Be Unilateral Transfers (Net) 179.7 325.5 6L3.5 257.3 407.3
Private 17.2 22.0 12.2 7.2 T.3
Official 162.5 303.5 631.3 20,0 LOC.O
C. Capital 2h8.5 202.3 193.9 £39.4 510,08
Private 28.1}, 8.5 5807 21.8 0.0
Official 169.9 255,1 269,2 Lzli.9 £00.0
D, Errors and Omissions =7.0 -2,.6 -12.0 3.0 —t—
E. Overall 3alance -1.9 «125,8 182.1 (7.4 ub.8
. Chaﬁges in Central Bank
Poreign Assets Increase (=) 1.9 125.8 -182.1 =1{7.4 -4é.8

1P:':ovisional

2Data from exchange transactions records adjusted for Tranco Valuta

imports using customs data. Franco Valuta imports are recittances
in kind which do not require any foreign exchange arproval by tk
Somali Authorities and are thus not subject to contrel.

Source: DT 1978 (Data supplied vy Somali Authorities).



ANNEX VI

EDUCATION AND MANPOWZR

The usefulness of Western education did not become apparent to
the Somali until after World War II. During the decade prior to inde-
pendence in 1960, Western education tended to become acceptable and was
introduced. Prior to the decade of the 1950's, education tenied %o he
confined to the Juranic schools where the language of instruction was
Arabic and the level of instructiocn proceeded little beyond what was
needed for the study of the “oran.

For years a troublesome problem imvolved the orthograrhy aporo-
priate to the Somali language. Arabic was by no means satisfactory
yet the Muslim influence tended to reject use of the "Christian" latin
script even though it was much more appropriate in terms of the tech=
nical aspects of the Somali language. The problem of how best to write
Somali was not resolved until the revolutionary government which assumed
power in October 1969 announced that effective Jamuary 1, 7973, the
official Somali script would employ the Latin orthography. Jespite
some opposition, the Revolutionary Govermment was sufficiently sirong
to overcome and lay to rest the objections.

Under the post-October 1969 Government, educational policy was
given specific direction and certain positive goals were set reflect-
ing the educational philosophy of the revolutionary government. Goals
egstablished included a marked increase in the proportion of giris en-
rolled in the schools, an overall increase in number of stucents gener-

ally, and the use of programs of instruction geared %to Scmalia's



particular social and economic needs. Techniczl education (vocatioral,
etc.) was to be emphasized so that even a-primary school zraduate would
have acquired a useful (presumably saleable) skill, Higher education
was also to be redirected so as to take full cognizance of emsironmental
factors peculiar to Somalia.

Private institutions, which in 1969 accounted for 234 of the
total student emrollment in schools, were nationalized apd drought urder
the direction and control of the “inistry of Education. tensibly-
nationalization was to insure uniformity of objectives and curriculunm
and the promotion of the principles and purp-ses of Somalian seientific
socialism among all students.

As the educational system is currently organized, beginning edu-
cation consisted of four years of primary school, four years of inter-
mediate school, and four years of secondary education. Primery school
enrollments increased from 25,000 in 19€8-69 to over 72,000 in the 1973~
74 school year. If palrned anmual increases of 10% in enrol_ment in
first grade occur, it is believed that about 50% of the age zroup will
be in the four-year primary program in the early 1980's.,

During the 1968-69 school year, intermediate school enrollments
were around 10,000 and by the 1973=74 school year, had increased to
around 27,500, The proportion of females in intermediate scaocel enrol-
lments increased from 20% in 1968-69 to 25% in 1973-74. In the mid-
1970's it was estimated that 90% of those entering primary schools com=
pleted the four-year program and the completion percentage for inter-

mediate school enrollments was also estimated to be 907 as wwll.



Though the precise curriculum in intermediate school is not kxrown, it

is believed to emphasize the development of better farmers, horders or
workers at other occupations, Increases in enrollrent and th2 high com-
pletion rates in both primary and intermediate schcols were atiributable
in large part to the elimination of all tuition charges by th2 revolu-
tionary government.

Secondary education unlike primary and intermedizte instructicn
tends to concentrate on purely academic subjects rzther than techni;al
and vocational topics. Secondary school enrollments increasei from
around 3,000 in 1968-69 to about 10,500 for the 1973-7hL school year.

It was believed in 1976 that no employment problems would confront the
secondary school graduates throughout the 1970's,

The major institution providing education beyond the secordary
level is the Somali “aticnal University established in December 1970
and located in Mogadishu. The 197L,-78 develoument plan anticipated an
enrollment of 3,500 by 1978. Botk Italian and =2rglish are exployed as
the language of instruction.

Data provided the ILO by the Ministry of Culture and Eigher
Bducation in 1976 provides input (enrollment) and output data for the
years 1972-73 through 1975-76 for the Somali Natiomal Uﬁiversity as

indicated in Table XII.



TABLE XJI

Somali National University

Snrollments and Outputs

1972=-1973 1973=-1974 197L=1975 1975-1976
Paculty Enroll OQut mroll Out “nroll Cut =roll  Out
Law 309 17 326 2L 392 27 280 15
Econamics 229 11 337 19 394 il 396 . 26
ucation 392 L2 612 53 6L3 55 535 393
Medicine -— — 62 — L2 -— 232 —
Veterinary — -— 30 -_— 30 — 152 —
Agriculture 30 -— 60 -— 120 -— 163 21
Engineering -_ -— 37 -— 97 —_— 143 -—
Geology — -— 3 -_— 60 _— 86 —
Chemistry 30 — L8 -— 78 -— 106 12
A1l Faculties 990 70 1542 96 2016 96 2093 L67
Source: ILO 1977 as provided by Ministry of Culture and Higher Zducation

1976,

Purely technical training was provided in three institutes in 1976.
These institutes were located at Mogadishu, Buraoc and Hargeysa. There
was also a specialized facility in fisheries and marine matters located
near Mogadishu and an agricultural institute at Afgoi. A post-secondary
technical college for 800-900 students was under construction in 1975

financed by the Democratic Republic of Korea.



The ILO1 feels that technical and voeational training in Scmalia
has been largely directad toward industriél employment which the IL
considers a mistzke. Since, acceording to the ILO, there is litile scope
for industrial development, it follows t@?t employment prospe:zts are not
good for those trained for industrial employment. Technical and voca-
tional training, the ILO insists, sho:1d be directed to agricuiture,
farming and livestock raising.

Teacher training is provided by the National Teachers Eﬂucatfbn
Center located at Afgoi. Though the emphasis is upon training secondary
aachocl teachers, a two=year program for a limited number of studenik is
provided for training primary school teachers., An IDA financed project
invelving construction of a training college for primary schcol teachers
is expected to meet requirements for primary scheool teachers ithrough the
nid~1980*s. Part of the training is supposed to involve practical as-
pects of simple agriculture, local handicrafits and home economics.

Though the ncmadic population seems favorably disposec to western
type education and training the nature of their activities mzkes atten~
dance of primary and secondary schools by the children of ccmads almest
an impossibility. It is not surprising therefore that many nomadic
children receive no instruction other than that provided by Zuranic
teachers who still travel with nomadic groups. The crash mass literacy
program undertaken by the revelutionary govermment during the period
1973-1974 involved a major effort among the nomads. It has “een esti-

mated that as many as 30,000 teachers, trained in the latin ascrirt,

1See 110 1977, Technical Paper #7 dealing with Technical =ducation and
Vacational Training.



participated in the program designed %o e;tend iiteracy in tre Scmali
languzge to the rural and nomadic populaticns. t is said trat by mid-
1976 at least 60% of the entire population of “omalia possessed scme degree
of literacy. .

The ILO's estimates of the supply of educated manpower for Somalia

through 1980 are presented in the following table:

TABLE XIII -

BEatimated Supply of Zducated Manpower

Level of =Zducation 1976 1977 1978 1979 1980
Primary School 8450 t14C0o 2200 310 €81C
Secondary School 8Lo 11€0 L10 1600 1400
Pogt=Primary and Technical
and Vocational SLS 630 650 8:0 770
Post-Seceondary Technical — - -— 1CO 100
University 285 386 u97 60 6C0
Returns from Abroad After
Studies 86 103 61 1C0 100
TOTAL 10206 3679 3813 62¢0 9980

Source: ILO 1977.

It is the ILO's contention that rangelands are currently utilized
to the maximum and that the natural increase in population of nomads ard
semji-nomads must be resettled at agricultural sites primarily, ard, to a
lesgser extent, in fishing wvillages. The IL0's suggested distributiorn by
sector of the natural increase in population during the period 19746-1981

is presented in Table XIV on the followirng page.



TASLS XIV

Sector Distribution of Pooulation, Natural Increase in

Population and Suggested Allocation of the
Natural Increase in Poovulation

1
Percentage1 1976 Annual1 1977-1981 1977-1981

of 1976 Pop. Growth Pop. Increase Fop. After

Sector Population (000's) Rate No Reallocatior Reallocaticn
Nomads and Semi- -
Nomads 65 2,120 1.7 187 —_—
Agriculture 15 L89 2.2 56 216
Fisheries 1 33 2.2 L 30

Urban Industrial and

Services 19 620 L.9 168 168
TOTAL 100 3,262 2.41 L1k L1y

1Assumed estimated percentages, amounts and rates.

Source:

ILO 1977

Assuming that the JLO assumptions are roughly correct and that the

natural increase in nomads and semi-nomads must be resettled along the

suggested lines, it will be noted that the problem of the rural poor be=

ccmes increasingly difficult and accentuates the need to provide housing,

health

services, education, training, and agricultural =xtension services

for the rural poor.



ANNEX VII, TR:NSPCRT AND COLiUNICSTIGN

Though the transport system has been'greatly imrroved since
independence, it is still inadequate and, to an exten:, sone-
what primitive, There is no railway in Somalia and major
reliance is placed upon roads for internal transportazion.

As of 1975 about 9,990 miles of roads and tracks cons-=ituted
the primary internal transport network., Of the total mileage,
630 miles were all-weather (asphalt-surfaced) first-c_ass
highways and roads. The remaining mileage, some 8700 miles,
consisted of dirt roads and tracks. The 1974-78 devel.opment
rlan calls for a total expenditure of S,.,Shs, 635.9 mi_licn
for road develorment. Less than 5% of the total will be
defrayed through internal (domestic) firancirg. One sec%ion
of all-weather road included in the plan and financed en-
gineered and built by the Feoples Republic of China (FRC)
almost doubles the first-class highway mileage. The ¥RC
constructed a 649-mile highway between Belet Weyn in =he
South to Burao in the North. Construction of the hizhway
was completed in 1977 though recent rains damaged sec=ions

of the road and some dridges. The PRC is now (May 1978)
repairing the highway. Completion of the Belet-Weyn-Burao
highway and paving of the road from Burao to Berbera, also
part of the 1674-78 development plan, will greatly facilitate

the marketing and export of livestock and will minimize the
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need to trek livesitock., Needless to say, trekking involves
not only substantial weight loss in animzls that survive the

trek, but occasions actual losses of animals as well,

It is estimated that there are 10,400 motor vehicles in all
of Somalia, 75% of which are privateiy owvned, It is not clear
from the available import cata whether or not the physical
volume of imported petroleum and petroleum products i1s dis-
tinct from the monetary value of thcse imports has risen, -

It seems likely however, that the utilizaticn of metor ve-

hicles in Somalia is increasing in any case,

Though it is reported that Somalia's coastline has twenty-
seven harbors, nearly all foreign trade, at least 95% of it,
is accounted for at four ports. The ports are Zerbera,
Kismayo, Mogadishu and Marka; all except Berbera are located

in the South.

The export of live animals is mainly (90%) through =he port
at Berbera, Some animals are trekked in tc the port at
Besbera from as far away as 600 miles. With the completion
of deep-water berths and other extensions and improvements
to the port at Mogadishu, reportedly completed in October
of 1977.l it is hoped that exports from Mogadishu can e

1

Reported in Quarterly Economic Review: Uganda, Ethriopia,
Somalia., 4th Qrtr. 1977, Econorist Intelligence Unit Ltd.
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increased from 5% of total exrorts to one-third of all exports.
Additionally, it is believed that live animal exports from the
Mogadishu port can be encouraged with a consequent imprcve-
ment in both the quality and quantity of live animal exports
since trekkinz would be reduced to a considerable extent, less
than 9% of the So, Shs. 134,25 million of expenditure for
seaport improvements and extensions found in the 197L-7% de-
velopment plan is scheduled for domestic financing. In 1974

a national shipping line was created on a joint venture ba-
sis, with Libya. The national shipping line operates two
banana carriers, one livestock carrier and one general cargo
vessel for coastal trade., As of mid-1975 there were plans

for the acquisition of another banana carrier and ansther

general csargo vessel for the coastal trade,

Airports of international standards are located in Mogadishu
and Hargeysa., Presumably a third airport of international
standards was completed and became operational in 1676.
Somali Airlines is a joint venture between the Government of
Somalia and Alitalia, the Italian Airline. In mid-1¢76 So-
malia Airlines had eleven aircraft, four of whiéh were used
primarily for international flights. Domestic flights con-
nect with some fourteen airports, fields and landing strips
other than the international airports. The 1974-78 develop-

ment plan calls for expenditures of So. Shs, 29 mil_ ion for
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improvement of c¢ivil aviation, As is true with the develop-
ment plan as a whecle, at least two thirds of the planned

expenditures call for foreign financineg.

With the exception of Mogadishu and a few other urban centers,
domestic telephone communication ir Somalia is inadequate

and somewhat primifive. In general, the major means of com-
munication is the radio. Plans existed in the micd-1970's

to establish direct international microwave connections with
Nairobi and Rome and to install similar facilities providing

interconnecting domestic services among certain urban centers.



ANNEX VIII

MONEY, 3ANKING AND PRICES

Table XV presents a record of the major components of th2 money sucply

of Somalia for the period December 1972 through September 1977,

Table XV: Somalia: Money Supply Data. (So.Sh. millions)

Components 1972 1973 1974 1975 1376 1977°
Foreign assets (Net)'  301.1  248.8  184L.2  500.L  515.2  595.0
Domestic Credit 328.5  627.5 918,1  803.5 1,110.8 1,0L8.1

Claims on Govt. (Net) =-2L.8 -45.7  =LB.5 =238.2 1244 36.k
Claims on Public

Interprises 353.3 673,2 966,6 526.6 640.5 £62.3
Claims on Private
Sector —_— — —_— 515.1 345.9 339.3
Money LL0.5 507.1 628.6 825.8 99k.9 1,019.9
Currency Outside
Banks 221,2 218.0 306.5 389.5 L13.9 LiiS.9

Demand Deposits> 219.3  259.1  322.1  L36.3  531.0  57L.0
Quasi Money 773 101.1 15Lk.b 179.3 205.1 220,8

1Figures differ slightly but not significantly from those presented in
Annex V, Table IX. Reflects lack of consistency in reported Scmali Data
generally.

2Data as of June,

3Includes private sector deposita with Central Bank.

Source: IMP International Statistiecs and dzta supplied IMF by Central Bank
of Somalia as reported in IMF 1978.

The monetary data reveals that between December 1972 and June 977 the money
supply ircreased from So.Sh. LL0,5 million to So.Sh. 1,019.9 million which

amounts to an anrual rate of increase of approximately 18%,



From 1973 through May 1977 58% of credit extended by the banking sys-
tem was related to trade; 21.9% was grantéd to industry; 16.1% to agricul=-
ture and the remainder for miscellaneous purposes., Table XYI contains the

credit extemsion record of the banking system for the period in questiom.

Table XVI: Somalia: Banking System Credit Extension by EZconocmic
Activity (So.Sh. Million).

Industry and
Year Agricul ture Craft Trade Qther Total
1973 . 6L4.9 75.9 470.6 Sk.8 666.2
1974 18L.1 159.2 616.5 39.9 999.7
1975 125.8 27h.7 609.7 26,2 1,036.4
1976 171.7 27341 512,0 25,1 9681.9
1977 214.2 2L9.7 52L1.8 L1.5 1,030.2
Average
Yearly % 16.1 21.9 58.0 L.O 100,0
May

Source: Based upon IMF 1978 - Central Bank of Somalia Bulletiz LO
September 1976 and data supplied IMF by Somali Authorities.

—
—

—— —— — — am—m—
—

The large amount of credit granted for trade activity is attri>utable, in
the main, to essential import requirements of nationalized and/or para-
statal import agencies and to the impact of inflation upén world prices
generally.

It iz not surprising that the available consumer price index reflecta
a steady rise through the period 1973 through 1977 given the not irconsid-

erable increases in the money supply. The fact that prices did nct rise



pari p:ssu with money supply increases is a tribute to the Govermnment's
efforts to keep consumer prices at reasonable levels. Table XVII contains

the only available price level index for Somalia.

Table XVII: Mogadishu Consumer Price Index (1970=100)
3 Rent and Fuel and

Year General ?ood Clot Water Lightin ¥isc
Index 1 13 a 16

1972 97.2 100,2 107.3 75.6 66.4 103.6
1973 114.5 1:2,8 114.6 82.8 80.2 “113.5
1974 136,7 150.8 136.7 80.2 83.8 134.8
1975 1L7.5 159.5 157.6 85.8 791 156.8
1976 172.0 190.7 193.8 86.4 79.1 173.4
1977 186.2 212.3 194.6 87.1 98.¢ 174.0

Year-end data except 1977 which is as of October.
ZWeights assigned to each category.

Source: IMF 1978 - Data provided by State Planning Commission.

The banking system of Somalia is comprised of a central tank, an
investment (development) bank for medium and long-term develorment lending,
and two commercial banks with some twenty branches. The Somali National
Bank (SNB) is the Central bank and, as is typical of central tanks, acis
as fiscal agent for the Government of Somalia, establishes the rediscount
rate, sets reserve requirements for commercial banks and also sets bank
rates, i.e., lendimg rates or rates of interest on loans.

In 1970 the Goverrment nationalized the commercial banks and created

the Somali Commercial Bank (SCB) which took over the assets ard liabillties



of the nationalized banks. The same year the Somali lredit anc Savings
Bank (SCSB) was established to take over the commercial banking activities
which the SNB had conducted since independence.

Medium and long-term development credit is provided through the Somali
Development Bank (SDB) which was establish.ed in 1968, At the time it was
established the SDB took over the loan section of the Credito Somalo, a

private bank later nationalized in 1970.

-

In an effort to attract private sector savings, commercia’ bank rates
on private sector savings deposits were increased substantially effective
the begimning of 1975. The interest rate range varies from 2% on ordinary
savings deposits to 6.5% on deposits for a period in excess of 24 months,
Interest rates charged on short-term loans by commercial banks ranged from
59% ;o 12% as of October 1977. On medium-term loans the SDB rates ranged
ffon 5.5% to 6.5% and on long-term loans the rate charged ranzed from 6% to

7+5%.



ANNSX IX. EXTZRNAL ASSISTANCE AND ABSCRETIVZ CArACITY

Somalia is the recipient of foreign assistance frocm many
sources., As a socialist nation it is in a good cosition to
obtain aid from other socialist countries. Somalia becare
a member of the Arab League in 1974 so has r2ady access to
assistance from the Arab World. JSomalia is on the United
Nation's 1list of the twentvy-nine leas*t develozed countries i
and is also on the UN's MSA {most seriously affected by
adverse terms of trade) list. Since both bilateral and
multilateral donors are pledzed to afford the countries on

these lists, high priority Somalia qualifies for assistance

from many donors,

Major multilateral donors providing aid to Somalia inclugde

the World Bank group, the Intsernational Develoopment Associa-
tion (IDA), the Africar Develorment Bank and the European
Economic Cummunity (EED) which extends foreign assisiance
through its European Development Fund (EDF). In the case

of the EEC, Somalia is one of the forty-six African, Caribbean,
and Pacific (ACP) countries given preferential treatment

in accordance with provisions of the Lome Convention sf Feb-
ruary 1975. In addition, Somalia was one of seventeen ACP
couniries provided compensation through EEC's Stabex “und

i i i ini arni from the export
for countries experiencing declining e ngs from th sort
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of tropical products.

Seventy percent of Somalia's 1971-73 development plan was
financed from external sources. The current (1974~78) gde-
velopment plan calls for an average annual expenditure of

So0.Shs. 958.4 million, Sixty-eight per cent of the develor-
1

ment outlay, calls for financing from foreign sources. it
is reported that since November 1977 when the Soviet Union
was expelled from Somalia that Saudi Ara»ia alone has cromi-
sed an additional $400 million in aid.? It is not known over

what time period the assistance is to be giver,

Some idea of the magnitude of foreign aid flowing into So-
malia is provided by the reported disbursements of aid Zonors
for 1974, Reported disbursements for 1974 amounted to 377.5%
million (So.Shs, 490.95 million).- Assuming a population

in 1974 of 3,17 million, external assistance amounted to0 al-
most $25 per capita or an amount equal to 30% of the est-
imated per capita GDP, It seems quite lixely that amorg
LDC*s per capita external assis:ance provided Somalia is

among the highest,

1

All but 3% of the planned external aid had been confirmed by
mid-1976. .

2

Reported in "Quarterly Zconcmic Report: Uganda, Zthioria,
Somalia 4th Quarter 1977, Econonist Intellizence Unit iLtd,
Presumably other conservative Aras couniriss wili aliso provide
additional assistance,

See: Area Handbook for Somglia. Am., University, Washirgton EC
1977,
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In view of the relatively massive inflow of forzizn aid %o
Somalia concern over absorbtive capacity seems warranted.
Since national income accounts are not avaiiable and cther
relevant data is either suspect or nop-existent. it is not
possible to calculate an aggregate incremental capizal out-
put ratio (ICOR) for Somaliz or ICORs for individual economic
sectors. Judgements concerning absorbtive capacity are
usually based upon ICORs and their trend. Despite the fact
that meaningful ICORs cannot now be calculated for Somalia
there are relevant factors upon which judgements abou< aba~

sorbtive capacity can be based,

It is generally agreed that the major obstables to econonmic
growth include such things as lack of enterpreneurshiz, in-
adequate skills for both private and public adminiszration,
shortagzes of technicians and skilled workers, cultural prac-
tices which make social and economic change both difficult
and slow, etc.& In the preceding sections dealing with eco-
nomic sectors and constraints to development a persistent
theme was the shortagze of skilled manpower and the need for
an adequate pool of trained manpower. Indeed, de@elopment
planning itself and project preparation require a rather

high degree of training and the acquisition of rather so-

4

See Benjamin Higgins, Economic Development, Kev, ed, W,W,
Norton Ine, N,Y.1968 chap, 28, pp 579-582 in particular,
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phisticated skills. I< seems quite likely that the 35%
shortfall in actual expenditures compared to planned expend=-
itures for the 1971-73 plan periocd was attributable in large
part to inadequate absorptive capacity in the form, primarily,
of needed technical and skilled manpower. i0 the extent the
current (1974-78) development plan is lagcinz, inadeqiate

absorptive capacity is no doubt the major culprit.

-

Table XVIII contains the planned and actual sxpendizsures
for the first three years of the revised 1974-78 develorment

-

progr.am° 955 R Rl

For the period 1974 through 1976 planned expenditurss total-
led So.Sh, 2594,6 million, however, actual expenditures were
but 52% of this total, amounting to So.Sh. 1349.3 million.

If the estimates for 1976 prove to be correst this will re-
flect considerable improvement and would presumably ndicate
an improvement in absorbtive capacity. Zven if the 1976
estimates are correct it should be noted that the ratio of
actual domestic exrenditures to planned domestic expanditures

is 64,6%,

It seems evident that technical assistance, education and
training are urgently needed if absor:tive capacity is to

be increased. AIL's program has been rlanned with this in mind.



TABLE XVIII

Planned and Actual Zxpenditures

1974=~78 Development Program

(So.Shs. Millions)

Category 197k 1975 1976 1977 197L-78
Total Planned Zxpenditures 854.8  918.5  821.3 1,l92.5  4,913.8
Financing: Foreign — — L26.5 850.6 —
Fimancing: Domestic -— -— 394.8 601.9 —

Total Actual Expenditure 353.1 362.1 63h.12 — —
Financing: Foreign -_— - 378.9 - ——
Financing: Domestic - - 255.2 — —

Actual as Percentage of
Total L1,3 39.4 77.2 -_— —

1Revised figure, initial plan called for So.Shs. 3863.L million.

2}33 timated.

Source: State Planning Commission documenta,

E

Reported in IMP 78.

R



ANNEX X, INSTITUTICONAL FaCTCRS CF CONCEsN IC THE U.S5.G.

A, Status of Women

Under customzry Somali Law reinforced by Islamic praczices,
a woman's status was considered infe;ior to that of a man.
A woman was always under the protection of her father, her
husband or, upon the death of the husband, the husbani’'s
father or brother., A woman's injury or death was valued

at half that of a man, Daughters irherited cne-half or,

in some cases, only one-third as much as sons., In parts of

Somalia women could not inherit either camels cr lard.

After World War II women's committees were establisned tre
purpose of which was tc enhance the status of women. In the
Italian south women were pernitted to vote for the first

time in 1958. The svecific occzsion involved a municipal
election. In the north, formerly British, women first voted
in 1961 in connection with a national referendum on <he
constitution. In both areas, however, women's role n public

life was minimal,

After the October 1969 revolution, the revolutionary govern-
ment urged women to take an active part in government, srcorts,
and public life generally. The government created scecial

committees to deal strictly with women's affairs.,

President Barre announced on January 12, 1975 a decision

of the Supreme Revolutionary Council (SRC) and the Council



of Secretaries of State (CSS) to give women equal rigrts

in certain areas including rights of inheritance, t was
later announced that the government would introduce lzws
governing polygamy and divorce. Under the new law poly-
gamy was prohibited unless in accordance with Islamic tenets
the man could show that he could support several wives.
Provisions of the new law would no longer permit men —o di-

-

vorce their wives at will.

B, Human rights
Whereas in the case of women the revolutionary government
instituted changes designed to improve the status of women
the same was not the case with respect to civil rights gen-
erally, The constitution in force from independence {June
26, 1960) until the October 1969 revolution prcvided strong
protection for the civil rights specified in the United
Nations Declaration of Human Rights. These rights ircluded:

1, A presumption of innccence befcre the Cour-s;

2. Haheas Corpus;

3. Freedom of political association;

4, Freedom of public expression;

S. Freedom of personal liberty:

6. Freedom of personal movement, and

7. The right to form labor unions and to strike.

°  F%here 1§ private ownership of land_as well as _State farms .and socperatives.

-~

~In ¢ase of privately owned land, .. vl T ¢ TSIe T




equitable compensation is required in the event of exprc-
priation by the State. Provisions of the constituticn em-
powered the Supreme Court sitting with four additional members
to act as a constitutional court., The constitutional court,
in turn, reviewed legislation and if, in the opinion of the
court, the legislation was incompatible with the constit-

ution the legislation was declared null and void,

The Government established after the October 1969 revalu-
tion manifested much less concern for human rights than the
Govermment it superceded., Habeas Corpus was acolished, the
right to form even nonpolitical associations is closely con-
trolled, and any attempt to change the order established by
the revolution is a crime. The Supreme Revolutionary Council
(SRC) has unlimited powers to detain anyone. Similar powers
are also vested in the District Regional Councils ané the
National Security Service (NS5). Since 1$€9 the provisions
for a constitutional court have been abolished and tre
former High Court of Justice set up to hear impeachment
cases was also abolished and replaced with the National
Security Court controlled by the SRC, However, much of the
repressive nature of the actions identified above are assoc-
iated with GSDR's close ties with the Soviet Union a= that

+time., Since the Russians were expelled las: year 19677,
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observers have noted considerable relaxation of the more strizgent messures

_and growing evidence of the develorment of a more open society.

C., Irredentism and the Constitution of the SIDK.

The concept of Greater Somalia and its ultimate establish-
ment has figured prominently as a national concern sirce
independence was achieved in 1960. Greater Somalia wculd
embrace not only former British Somaliland and Italiar So-
malia as the Republic of Somalia is now constituted but )
would also include the Somali populated areas of Zthicpia,
Kenya and Djibouti, In the introduction to the Somalia
constitution of 1961, it is stated that "the Scmali Republic
promotes by legal and peaceful means, the union of the Somali
territories™, Moreover, the fundamental laws of >omalia
consider all ethnic Somali, irrespeciive of where they reside,
to be citizens of the Republic of Somalia. Even Somalia's
national flag reflects the Greater Somalia concept. The

five pointed star featured prominently in the flag represents
the union of British Somaliland, Italian Somalia, and the

areas of Kenya, Ethiapia and former French Somaliland (Dji-

bouti) where large numbers of ethnic Somali reside.

In general the three governments of the Republic of Somalia
since independence have emphasized a peaceful pursuit of
pan-Somalism, Moreover the government of Somalia has not

insisted that the Somali must be united under cne government.
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What has been insisted upon is the right of Somali, ir the
three areas under dispute to determine for themselves via a
plebiscite which of three alternatives they prefer, The
alternatives to be voted upon are 1) .,outright indeperéerce,
2) continued ties with the counfries to which they are now
attached, or 3) unification with the Somali Democratic Re-
publie (SDR}, The various governments have upon occasion,
said they would abide by the results of such elections though

they have also expressed confidence that the decision would

be for unification with the SDR,
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