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I. Introduction

The Government of Somalia began in the early 1980's to reconsider
its strategy for development, and to 1ook for new sources of
growth. The new approach attempts to liberalize the economic
system and to mobilize private sector energies.

The Government moved in 1983 towards an endorsement of refugee
settlement which assumes that the refugees will be equipped with
a certain degree of self-reliance skills and resources to facili-
tate their settlement.

Two of the four broad goals stated in the Five Year Development
Plan, FYP 1982-1986, underline this strategy:

-- accelerate growth in production leading to increase in
per ccpita income

-~ increase self-reliance and popular participation in the
-development effort.

In response to this, USAID/Somalia has formulated a country devel-

opment strategy that directs.more support to the private sector and
to refugee programs for self-reliance in anticipation of and prep-

aration for settlement.

This report is a needs assessment of the enterprise development
requirements of both refugees and the larger economy, including
the refugees; within the context of national goals. Consistent
with the terms of reference, training has been emphasized.

The report has been prepared by Partnership for Productivity (PfP)
under the Small Business Capacity Development Contract. The team
comprised a Small Enterprise Design Specialist and a Small
Enterprise Program Management Specialist. Project duration was
three weeks, all im®the field. This report was submitted to the



mission at the conclusion of the field period. The terms of
reference are annexed to the report.

The PfP team focused on one region of Somalia and assessed the
enterprise development requirements within that region. The
selection criteria included the following:

a. The existence of a diversification of sub-economic sec-
tors to include towns, ports, agricultural areas, fishing
villages, a significant herder presence, and of course,
refugees. The existence of these different sub-economic
sectors would allow a degree of representation'of Somalia
gerzrally and reflect its diversity.

h. Easy accessibility to allow research, assessment, and
report preparation, in the limited time available.

The PfP team conducted the field rasearch in Lower Shebelle Region.
Three towns, Merka, Qorioley and Janale; three.villages, Golwayn,
Dalbyanga and Luckmuca; and three refugee camps were visited.
Representatives of national, regional and local Government, USAID
officers, international donor and relief organizations, private
voluntary agencies, refugees, entrepreneurs, vendors, farmers and
fishermen were interviewed during the study. The markets of the
towns, villages and camps were also studied. Vocational and tech-
nical.training schools in Afgoi and Mogadishu were visited. A
literature review of recent relevant documents was conducted.

To complete the scope of work, the assessment analyzed and assessed
the requirements for enterprise development within a region that
includes a significant refugee population, and then specifically
assessed. enterprise development needs for self-reliance at selected
refugee camps. Recommendations for both the promotion of small
gnterprises within a regior and promotion of small enterprises within
camps have been formulated.
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II. Analysis of the Components of Small Enterprise

An assessment of small enterprise requires an examination of the
different components and linkages within the economic productivity
process. Components such as raw materials, supply, training,
skills, management, transportation, maintenance, marketing, and
credit; together, form a development chain that allows entrepre-
neurial activities to exist and sustain itself. The extent and
appropriateness of these components determine the degree of sus-
tainability of the enterprises.

This assessment begins by describing existing small enterprises

in Lower Shebelle and then examines the relevant major economic
components related to small business. Particular attention will
be given to the appropriateness of each component and their inter-
re]ationshipf.

The vast majority of Somalis belong to traditions of high mobiiity,
risk-taking and trade. These traditions are well suited to the
rigors of the private sector. Such traditions are among the
reasons that makes the economy in Somalia remain largely a private
economy even after a decade of "scientific socialism". ‘

At present, in rural Somalia, this mobile, diverse, energetic
population manifests itself in the different economic subsectors,
and indicates the possibility for expanded entrepreneurial activity.

Rural small enterprises exist in towns and villages in three basic
forms:
1) productive enterprises such as: carpenters, blacksmiths,
bakers, potters, weavers, tailors, shoemakers;
2) processing enterprises such as: maize grinding mills,
sesame 0il processing, confection production;
3) service enterprises such as: tea shops, restaurants, fuel-
wood vendors, retail shops, barbers, transportation services
(donkey carts and trucks), repair and maintenance shops.



Characteristically, these enterprises are small in size and employ
the owner and a small number of workers. Most of them rent a small
workshop and pay annual taxes. Their markets are in their own vil-
lages and sometimes extend to the neighboring villages and towns.

Training

The vast majority of the small entrepreneurs interviewed during
field research learned their skills on the job. A good number of
‘them such as blacksmiths and carpenters were apprentices at their
father's workshops. Others, such as bakers were workers in some-
body else's enterprise. Many, such as tea house cwhers, trans-
ferred their skill from the household to the enterprise. Extensive
recent research has cataiogued the many vocational and technical
training institutions in Somalia. These institutions focus on
skills that are relevant to small business though they by no means
address the full array of needs. The findings of the field research
and literature search on the current capacity of existing training
institutions indicate that most of the vocational and technical
training takes place within the formal education system. The excep-
tions being the apprenticeship and in-house (on-the-job) schemes of
large businesses and state enterprise.

The "Somalia Education!and Human Resources Sector Assessment" of
January 1984 exanined thoroughly the vocational and technical
jnstitutions in Somalia. The following summarizes the findings:

1. Vocational education refers to two year school training,
primarily oriented toward craft skill development.

2. Technical education refers to three year and four year
school training involving both academic and occupational train-
ing aimed at higher level technical skills.

2. Existing vocational and technical institutions are designed
only for students who completed Grade Eight. These institutions



do not attract a clientele from outside the school system and,
indeed do not permit them.

4, Most of the vocaticnal and technical institutions in the
country are teaching basic rather than more advanced trade skills.

5. Teaching emphasizes theory rather than practice. This is not
by design. It results from a critical shortage of equipment and
materials.

6. Equipment, if available, is often inuperable.

7. There is no unified curriculum. Often the teachers at each
institution develop their own curriculum. Indeed the EHR states:
"The Curriculum Develooment Center of the Ministry of Education
does not develop curricula or instructional materials for voca-
tional and technical education".

8. Textbooks and teaching aids for both teachers and trainees
are lacking, absent or inappropriate (i.e. not in the language
of instruction).

9. While graduates are guaranteed government employment, many
emigrate for job opportunities to the Gulf States and Saudi
Arabia. Few enter the job market. Some go on to higher educa-
tion and a small percentaue remain unaccountably unemployed.

10. Instruction is in English only.
Our field research confirmed these findings and noted others:

1. The majority of these vocational and technical institutions
teach technical skills such as: auto mechanics, masonry, plumb-
jng withcut emphasis on management, administration, accounting
or bookkeeping. Hence, graduates are equipped to seek jobs
rather than create them. There is no training or post graduate



assistance specifically intended to encourage them to start
their own business.

2. Students who enroll in these institutions are given no
choice in the selection of the skill they will Tearn. They are
simply assigned without reference to aptitude or aspiration to
a program of study.

3. The programs of study (e.g. carpentry, welding) do not
appear to have been determined in response to market need or
employment opportunity.

4. There are no short-term, two weeks to six months, courses.
A1l those who need or wish to learn a skill have to enroll for
two, three or four years and this privilege is restricted to thcse
few who are proceeding ‘through the government schooling system.

5. Thrre are no training institutions, formal or informal, for
skills needed by artisans such as blacksmiths, tanners, leuther
workers, pottery makers, weavers and balers.

The formal vocational! and technical education subsector comp-ised 32
institutions in 1982-1983. The following tab]el/ displays these

institutions and the programs they offer.

Raw Materials, Supplies, Equipment

Lower Shebelle Region has diversified resources ¢f raw materials.
Water, wood, forage, fiber, fish and animal skins are among its
main resources.

Lower Shebelle has the benefits of one of the country's two per-
manent rivers. During flood seasons (April to May, and October to

1/ Ministry of National Planning of the Somali Democratic Republic
and USAID, Somalia Education and Human Resources Sector Assess-
ment, January 1984.



TABLE 1

PROGRAMS OF STUDY BY
VOCATIONAL AND TECHNICAL INSTITUTION, 1982-83

Institution

Auto Mechanics

Construction
Navigation
Fisheries

Electrical

Programs of Study

Farm Engineering
Clerical Training

Accounting
Banking Procedures

Ship Mechanics
Carpentry

Masonry

Plumbing

Agricul ture
Agronomy
Telecommunications

Primary Teacher Training

Sports

Range Management
Nursing/Health
Teacher Training
futrition
Livestock

Mogadishu Technical Inst.

Maritime Institute
Accounting Institute
Hargeisa Technical Inst.
CTC Hargeisa
Burao Technical Inst.
Lafole Technical Inst.
Luglow Technical Inst.
K/Waarey Institute
Sablaale Technical Inst.
Dujuma Technical Inst.
Afgoye Agric. Inst.
Telecommunication Inst.
Barawe Maritime and
Fisheries Inst.
Halane Technical Inst.
Amoud Agric. Inst.
Agric. Inst.
Jowhar Agric. Inst.
K/Waarey Agric. Inst.
S/Agricultural Inst.
Dujuma Sports Inst.
Burao Range School
Hargeisa Nursing School
Mogadishu Nursing S<hool
Midwi fe/Labor School
Mogadishu Livestock
Agoye Forestry and Range

Primary & Teachcr Training

Womens Nutrition School
K/Waarey Livestock
Sablaale Livestock
Banadir Sports Inst.

x | General Mechanics

>
b
>

X X X X
x XK X
xX X X

>x
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November) the Shebeile River may be full at a point near Jillib
and occasionally break through to the Juba River further south.
Favorable rainfall and soil condition$ make this entire riverine
region a fertile agricultural area. Lower Shebelle is rich in
savanna woodland. The principle economic value of the forests

is that they provide fuel, (e.g., firewood, charcoal) forage and
fiber. Excessive cutting and overgrazing have led to steady
deterioration of the forests. Continued use of the resources of
the savanna woodlands will require extensive reforestation efforts.

Lower Shebelle Region, Tike much of the Somali coast, has consid-
erable artisinal fishing. Fishing is the main source of liveli-
hood for many of the estimated 90,000 people living in the small
fishing towns and villages along the coast.

Livestock is the dominant sector of the Somali economy. Milk and

meat provide about half of the diet of the approximately 60 percent
of the population who are nomadic pastoralists. Many of the other
foodstuffs they consume are obtained through sale of animals and

animal by-products. However, even though livestock is the dominant
economic sector, it appears that animal by-products are underutil-
jzed and tanning and leather product industries are underdeveloped.

The existence of this diversity of raw material in Lower Shebelle
in particular and in Somalia in general, demonstrates the pofentia1
for small enterprise development. An additional dimension is the
agricultural production which supports the growth and diversifica-
tion potential of small businesses in the area.

The existence of basic raw materials should facilitate the operation
of enterprises based on these resources but restricted access often
Timits or prevents exploitation. Land tenure issues and transporta-
tion availability and cost often make access to these resources

difficult.
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The situation is compounded by the problem of access to supplies
and equipment. Many small entrepreneurs interviewed highlighted
the fact that their operations do not function on a continuous
basis due to lack of access to either supplies or equipment. The
two bakers interviewed were not working due to a shortage of wheat
flour. The blacksmiths interviewed did not have easy access to
metal or tools. A1l turn down some production demand due to a shor-
tage of supply. Women in the refugee camps with a certain degree
of sewing skili expressed an interest in starting their own tailor-
ing businesses if they had access to sewing machines. These few
examples noted during field research serve to highlight the diffi-
culties of access to supplies and equipment. Among the major
reasons are high transportation cost, high unit costs and severly
restricted foreign exchange access.

Transportation

The transportation and communication infrastructure within Somalia
is poor, resulting in exorbitant collection and distribution costs.
In Lower Shebelle, even though the roads are better than in other
regions of the country, access to inner villages is difficult and
expensive. Transportation and collection operations require levels
of planning and coordination which so far only big businesses have
been able to accomplish successfully. Small entrepreneurs could
enhance their efficiency by pooling their resources in order to

meet tiransportation costs. In "The Qorioley Forestry Project
Recoimendations" Report, it is menticned that refugees often pool
resources to hire transport to collect building materials. Char-
coal makers also pool their resources to meet transportation costs.
Research indicates that many small entrepreneurs need assistance

in organizing themselves to meet transportation costs as well as
make more efficient use of this scarce and critical resource. In
Lakmorda, a coastal fishing village, a basic problem is transporting
the catch to Merka's market 15 kms. away, as well as inland to
Janale and Gollwean. Lakmorda's fishermen do so by manual transport,
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carrying the fish in baskets on their backs. Each fisherman is
capable of catching up to 80 kilos daily. The fishermen believe
that they can sell all that they can catch. Demand in the market
is reported to always exceed supply. The weak 1ink between supply
and demand is transportation. In case of the villages that are
more remote the problem becomes more acute.

Markets, Marketing, Pricing System

The Berg Report on "Encouraging the Private Sector in Somalia"
highlights the changes in government policies towards the private
sector in rural areas. "After 1977, there began a gradual relax-
ation of state controls in rural areas." Among the most important
elements in the new policy environment was the reduction in the
role of the marketing monopoly(by the parastatal agency, the
Agricultural Development Corporation (ADC). Until 1981 farmers
could not legally sell foodgra%ns except to the ADC. The ADC did
not allow the farmers to store more than one third of their crop
as a way to force sales. Since May 1981, farmers are no longer
required to sell their marketed grain crops to ADC and they can
store the quantities they choose. This gradual relaxation does
not yet fully support free trade. According to the Berg Report:
"Any sales in bulk are still supposed to be made to ADC, but non-
bulk sales (one quintal or less) can be sold to consumers." In
reality, the literature and field research demonstrate that a free
grain market now exists and that trader purchases in bulk are
openly tolerated.

Multiple and unclear pricing systems resulting in considerable
confusion and differences continue to be the rule The Boston
Unjversity Social and Institutional Profile, points out that the
perceived "illegality" resulting from government mixed signals
results in needlessly inflated marketing costs and consumer prices.
Despite continuing ambiguities, rural grain markets are effectively
free and sales at much higher than official prices are tolerated.
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For products other tnan agricultural produce, prices vary in diff-
erent markets. Small roll breads were sold at a greater price in
Janale than in Shaliombood. A kilo of wheat fTour was 50 shillings
in Merka, and 60 snillings in Janale. Most of the items studied

in the markets of Merka, Janale, Qoriolley town, Qoriolley camps
and a few villages were sold at different prices. In every case
the pricing equation was predictably if dramatically effected by
distance from the center of supply, transportation and the number
of trarsactions that took place in between the point of origin and
the final marketing point.

Credit

In 1981, the Somali Development Bank (SDB) made credit available
for "rural development” to landowners. Research indicates that
small entrepreneurs find it difficult to access credit through the
Somali Development Bank hecause of collateral requirements. The
perception of those interviewed was that the only guarantee of
access to credit from the SDB would be through owning "big" houses.
Borrowing capacity was reported as being in practice one third of
the assessed value of the property pledged as ccllateral. An
interview with the General Manager of the SDB ccnfirmed this. The
General Manager stressed that the SDB has "very conservative, strict"
collateral requirements. This may be a moot point. The Bank has

a current minimum basic level of loan they will consider of
$S500,000 if machinery or equipment is to be purchased. Further
they loan only for agriculture and "productive" industry wkich
fails to consider the needs, much less the economic contribution,
of transport operations, agro-inducirial service operations and
many others in trade, maintenance and distribution.

On the other hand, even though entrepreneurs face some difficul-
ties in obtaining credit from the Bank, it seems that a very effi-
cient and highly developed extended-family credit system exists.
Most of those interviewed had access to credit through the extended
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family. Members of the family in Somalia, often with remittances
from the Gulf States and Saudi Arabia, are the standard and most
often the only providers of credit. Grinding machines, sewing
machines, carpentry equipment and tools, were usually bought with
resources that were made available through members of the extended
family. Repayment of tiis type of cvedit seems to be a debt of
honor, but not an onerous Jne. Schedule of repayments seems to

be flexible based on an agreement between the owners of the enter-
prises and their relatives with the prime element being the capac-
ity of the business (owner) to repay, not the time-frame of the
lending institution. Credit made available through members of

the extended family in the Gulf States and Saudi Arabia comes in
different forms of cash and equipment. It is not clear yet how
well developed and extended this family credit system is and if the
majority of the active and potential entrepreneurs have access to
it. Further examination of the extent to which the system services
all members of the extended famil,  is needed; as well as further
examination of the repayment mechanism. This further analysis
would help determine if and to what extent additional credit schemes
are needed.
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III. Assessment of the Refugee Enterprise Development Potential
Within the Context of Self-Reliance and Settlement

Beginning in 1978 a massive influx of refugees poured into Somalia.
As a result, Somalia now hosts the largest refugee population in
Africa. The UNHCR Mission Report of November 1983 cites a "plan-
ning figure of 700,000".

Currently the working estimate of most agencies is approximately
500,000. This is equal to a seventh of the total population of
Somalia.

The refugee population is largely of Somali ethnic background with
the Oromo {Galla) ethnic group well represented. The population
is of nomadic and semignomadic background with a degree of seden-
tary and semi-urban representation.

Most refugees have some agricultural experience and many are active-
ly engaged in agriculture or wish to be. There is an evident but
unmeasured degree of entrepreneurial skill. The refugee population
is estimated to be 50 percent children under 15 years of age, 27
percent female and 23 percent male. Female headed households are
estimated to be up to 60 percent. These imbalances somewhat dis-
rupt traditional work allocation patterns. Extended family and
kinship ties between the refugee population and indigenous Somalis
exist though the extent is unclear. Hence, formal social struc-
tures are less well developed within the refugees.

The refugee population live in 35 camps in four regions with an
unknown but small population living outside the camps. It is
reasonable to assume, though hard evidence is lacking, that those
1iving outside the camps have skills that allow them to do so.

This perhaps bears investigation as it may prove one of the several
needed settlement "models".
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The high populaf.ion concentration in the camp areas has caused
serious ecological depletion and has resulted in some degree of
difficulties with the indigenous population.

Assistance to the refugees has been very much focused on relief.
During 1982 and 1983 there was a policy and programming adjust-
ment in the direction of self-help and self-reliance. In Octeber
1983, a Presidential Communique authorized the settlement of
refugees within Somalia as an alternative to the previously
presumed voluntary repatriation.

Self-reliance has becume an accepted and encouraged part »f refu-
gee policy. Government, the relief agencies and the donor commun-
ity are striving tc define both individual policies and reach
mutual accord on settlement.

Scme basic principles are suggested by these disparate efforts
wiiich future policy should consider. These principles are:

1. Regionality. Settlement should not be considered or
approached as refugee specific. A1l refugee policy and
programs should be developed within the context of the
regions they will effect.

2. Inclusion. Refugee assistance and settlement programs
should simultaneously assist or be available to assist
the general population of the regions they service.
Refugee settlement programs must be a component of
regional development,

3. Variety. Settlement efforts should be multi-faceted:
agricultural, entrepreneurial and marine.

4. Dispersion. Settlement planning should disperse refugees
to diminish both impact and settlement resistance. This
is perhaps made imperative by the very limited potiential
for existing camp sites tc become self-supporting settle-
ments.



-17-

5. Progression. Self-reliance should be recognized as a step
towards ensuring successful settlement. Self-reliance
assistance programs snould be designed to achieve this.
Self-reliance project efforts should give first priority
to developing capacities for economic self-sufficiency
that can be utilized in place and transferred to the larger
economy. Hence, there should be a clear framework of pro-
gression from self-reliance to settlement and from settle-
rent to full productive integration in the economic system.

6. Viability. Self-reliance and settlement opportunities
should be economically viable and sustainable to ensure
refugee receptivity, project success and national develop-
ment. Resistance to and rejection of certain earlier
efforts can be attributed to a perception of the prospects
as economically non-viabie.

These principles have been taken into consideration when assessing
the potential for refugee enterprise development. The elements of
assistance presented in the following chapter and the recommenda-
tions formulated have taken these principles into account without
assuming that assistance programming would require them for pre-
conditions.

Experience suggests that amongst refugees, as is virtually univer-
sally the case, self initiated activities enjoy a greater record

of success. This study has noted an encouraging increase in refu-
gee initiative, policies (whether de facto or de jure) that encour-
age initiative and programs that support refugee initiated activi-
ties.

There is a clear sense amongst the refugees, manifested not least
in increased entrepreneurial activity, of the need to move in the
direction of self-reliance activities.



The national discussions of increased self-reliance, reduced pro-
vision of relief and eventual movement to settlement have clearly
reached the ears of the refugees.

Refugee initiative is responding in anticipation, much as these
policies will no doubt eventually intend. PV0O programming shows

some indication of responding to this demonstration of refugee
initiative. This study noted that Camp Commanders, Regional

Refugee Officials and PVO Project Managers all reported an increase

in unilateral self-initiated enterprise activity. Requests for
various types of support, permission and encouragement are increasing.

There is considerable evidence of an active economy within the refu-
gee camps. This is not surprising considering the kinship links
with the Somali population (and the access to extended family
resources this provides), the "raw wmaterials" introduced by relief
efforts and the entrepreneurial traditions of the refugees. This
economy is certainly more modest and more narrowly based than the
larger economy, but is just as certainly a component of the larger
economy.

While many issues undesirably restrict the evolution and integra-
tion of this sub-economy, most notably land tenure issues, the
absence of a firm settlement policy and the considerable numbers
of refugees, much can be done to promote and encourage economic
development.

There are scme circumstantial differences between refugee and indig-
eneous entrepreneurs that determine th= focus and progression of
assistance. While the overall needs are essentially the same the
difference in their present circumstance will require that the
priorities and progression of technical assistance consider and
accommodate these differences.



This factor must be considered in detail at the design stage.
It is beyond the scope of this study to elaborate these differ-
ences, but some illustrative examples may prove helpful.

Interviews with Scmali businesspeople invariably highlighted the
problem of supply. These people are already in business and
applying a skill, however modest, with some degree of success.
Their fundamental problem is not one of skill (which they have)
nor of capital in that they are to some degree capitalized.

A refugee who may have identified a similar market niche that he
wishes to become self-reliant by filling, might need assistance
with training and capital.

The fundamental difference in the circumstances of these otherwise
very similar individuals would dictate a quite differcnt type of
assistance to be proviaed.

The first would emphasize the problem of improving material supply,
essentially a short-term specific service. The second would emph-
asize a much longer-term provision of skill training followed by

the assistance with the basic capacity to utilize the skill provided.

Another Somali who is a potential businessperéon might need assis-
tance with the processes of license application and various bureau-
cratic permissions. He will need to be made aware of the continued
demands on his time and funds of these procedures. Perhaps repre-
sentations will need to be made on the businessperson's behalf or
on behalf of a group of people with similar aspirations. The
aspirant refugee businessperson is essentially free of these
bureaucratic burdens even while competing (if from the base of a
camp) in the same market place.

A program designed to assist Somali businesspeople must contend
with the demands of bureaucracy; while a camp-based self-reliance
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program need not be so burdened. A program designed to move refugee
entrepreneurs through self-reliance to settlement would want to
anticipate this issue as a future component.

Each element of assistance must be considered in its specific as
well as the larger context. The license issue might be cited as

a good example of a situation that can be viewed from many angles.
From the narrow perspective of self-reliance (camp-based) it is

seen as the benefit of relief from bureaucracy. In the larger

view it is a hidden subsidy that may be considered unfair compe-
tition or as unreasonable denial of municipal revenues. The narrow,
rather than the regional perspective, may allow otherwise avoidable
rasistance to refugee settlement to evolve.

The elements of assistance presented in the following chapter
jnclude the array of support services needed. They are not weighted
to indicate relative importance to refugee or indigenous entre-
preneur need. It is, however, imperative that designers using this
document as a resource, weigh .he issue of these differences care-
fully when structuring assistance programs.
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IV. Necessary Elements of Assistance to the Small
Enterprise Sectar

Somalia enjoys many aspects of tradition, geography and economics
that form the basis for an active and dynamic private sector. Vir-
tually every investigation into Somalia notes the entrepreneuriel
traditions of Somalis, their successful application of these tradi-
tions (most notably in the livestock trade), and the presence of

an active and diverse private sector in Somalia.

This study finds considerable reason for optimism when considering
enterprise sector development. Recent evaluations of resources
and opportunities such as the Boston University Study, Somalia a
Social and Institutional Profile, cite a strong human resource
base characterized by flexibility, durability, skill diversifica-
tion and management capacity.

The private sector in Somalia has been and remains strong. The
economy, as noted in the Berg report on Encouraging the Private
Sector in Somalia, has remained essentially a private one through-
out the recent period of scientific socialism.

The current Five Year Plan (FYP) 1982-1985 moves away from the
emphasis on scientific socialism to highlighting increased produc-
tion, and increased self-reliance and popular participation. There
js a deemphasis on central management of the economy. State con-
trols in many areas of trade and industry have been reduced and
state monopolies have been dramatically curtailed. These positive
moves, and the clear recognition of the private sector as a vehicle
of development by Somali Officialdom, bode well for the acceptance
of further efforts to encourage and utilize the private sector.

Thus, the foundation has been laid and the current political climate
is encouraging. Much more is needed to take advantage of this
opportunity. This chapter will detail areas of necessary interven-
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tion and this report will recommend how USAID, the Governmen* of
Somalia and the donor community might structure appropriate
interventions.

In the past there have been limited positive interventions and a
considerable cataiogue of disincentives. In spite of this the
private sector has survived and flourished. It has remained
rather narrowly focused, however. The challenge for the future
will be to initiate programs of positive intervention while reduc-
Jng the disincentives. This will allow the private sector to
expand and confront the current economic crises.

Much of recent research, while noting the durability of the Somali
entrepreneur, has noted the potential vulnerability of the private
sector. Meyers, particularly, stresses in his report, Toward a
Rural Development Strategy, that "particular care must be taken so
as not to inhibit the already flourishing private sector while at
the same time recognizing the appropriate and necessary role of
government". Efforts to design or influence policy in a wide
variety of areas (education and land tenure, etc.) should be done
in 1ight of the effects on the private sector, particularly the
small enterprise sub-sector.

Some development strategies and activities have certainly suffered
from a narrow, formal, sub-sector specific and Somalia internal
focus.

Small enterprise development must not be viewed in isolation. Small
enterprise is clearly a sub-sector of the private sentor. More
importantly, it is a vital component of the larger economy that is
complementary to the agricultural and livestock sectors.

Many negative aspects of Somalia's very fluid current economic cir-
cumstance can be relieved in part by small enterprise development.
Many of the thrusts of current development can be enhanced by small
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enterprise development. Small enterprise is widely recognized as
an important component of rural development. Small enterprise is
a source of earnings and employment, a provider of non-farm goods
and services and an important farm to market link in the economic
chain.

Small enterprise is characteristically labor intensive, low tech-
nology, has low labor costs, is an efficient user of capital and
is very market responsive.

The Targer context must be taken into account. The small enfer-
prise sector needs detailed here are seen in the context of a
Somalia that is an active participant in the thriving Gulf economy.
Development strategies and in particularly private sector develop-
ment strategies must acknowledge this and capitalize on its many
positive aspects. The significance of a Guif perspective will be
noted when discussing supply, markets, training and credit.

Small enterprise makes productive use of a significant percentage
of remittance goods and monies from the Gulf States.

The small enterprise sector can be expected to be a significant
employer. This is of increasing importance as government wage
shrinkage and budget constraints continue to make government empioy-
ment both less Tikely and less attractiye. The employment situation
would be further exacerbated by a labor saturation or economic
downturn in those Gulf States who host Somali expatriates. An exist-
ing employment problem is that of the refugee community. Small
enterprise generated employment will be a significant component of
immediate refugee self-reliance and anticipated refugee settlement.

Assessment, planning and design are made more challenging by the
much decried dearth of existing or reliable statistical data. It
js difficult to remain undaunted in the face of this, but the need



-24-

and the opportunity require that we do so while simultaneously
addressing the problem of a modest data base.

The following needs serve this large context.

A. Training

Training is highlighted due to its special emphasis in the scope of
work. Recent and very extensive research, most notably the Somalia
Education and Human Resources Sector Assessment, January 1984, has
detailed the extent and state of commercial, administrative,
vocational and technical education. Our report has drawn exten-
sively on the EHR document in that it is both current and compre-
hensive. The team leader of this assessment also served as a

team nember of the EHR assessment. The approach of the EHR was

to determine the extent and assess the capacity of existing insti-
tutions and to recommend how they might be improved. The EHR

list of training institutions and their recommendations are shown
in Table 1.

This investigation has expanded on that considerable body of work
to consider the vocational, technical, commercial, and adminis-
trative training needs of the private sector with particular
reference to small enterprise, the extent to which existing insti-
tutions address these needs, and to propose how these needs might
be addressed.

1. Commercial, Administrative Training

Th's investigation could identify no single institution,
whether formal or informal, doing commercial or administrative,
training specifically for the private sector. This hard fact
is somewhat softened by the presence of a few (albeit modest)
internal programs of government and parastatal industry, and

by some vocational training in secretarial and clerical skills.
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This last is essentially for government though graduates may
elect to enter the private sector.

The following bear mention:
a. Technical Teacher Training College (TTTC) - The TTTC
has six programs of study, one of which is Commercial
Studies. The number of graduates is limited, the program
is new and the purpose is to provide instructors for the
academic and theoretical portions of the technical train-
ing institutes. '
b. Somali Institute for Development Administration and
Management (SIDAM). - SIDAM provides training in management,
administration and clerical and secretarial skills for the
government. ’
c. Accounting Ingtitute - The Accounting Institute trains
government accourtants. :
d. Formal Apprenticeship programs and Company In-House
Training Programs - There is no indication of the former
providing training in commercial or administrative skills.
We have included apprenticeship programs on the possibility
that there might be isolated cases and to note the exis-
tance of the mechanism. The latter is much more encourag-
ing. Larger private companies and the foreign contractors
managing state enterprises often have in-house training
programs. The best example (from the small sample available)
is the Booker International managed Juba Sugar Project
Training Scheme, known as the "Juba Model". The Juba Model
enjoys skilled instructors and a well equipped training
workshop for its crafts training and has facilities for
conducting management workshops.
e. On-the-Jdob Training - While acknowledging that it
stretches the limits of our mandate to describe on-the-job
training as a business training facility it must be
included in that it is the prime source of such training
at present. This method has been successful in passing
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entrep *aneurial skills on from generation to generation
and in providing the skill base for the management of
far flung and often complex systems of family enter-
prises. It does not provide the skills necessary to
enter the "modern" sector and it does rot allow transfer
of modern skills to the existing enterprise sector.

Of this modest catalogue of existing facilities only the TTTC and

the Juba Model have relevance as models. Clearly, there is a need
for the provision of basic business skills training that, with the
exception of in-house training on a very limited scale for govern-
ment and selected industries, is wholely unprovided for at present.

More to the point, that which is available is virtually inaccessable
. by the private sector and completely inaccessable by the small
enterprise sector.

The strategy of the current FYP reflects government awareness of
the need and its intent to address, in part, this need. There are
targets for the development of additional training facilities
including:
- Technical Schools (3-4 years)
2 Commercial
- Vocational Schools (2 years)
3 Commercial
1 Tourism

These targets reflect an encouraging awareness on the part of govern-
ment. Unfortunately, they are based on the existing models. This
model is characterized by the long-term training, emphasizing

theory, of school age children enrolled in the formal schooling
system. Neither the subject areas nor the curriculum are developed
with reference to or in consultation with the market. There is no
student selection of subject area of study. There is no assistance
with job placement nor assistance with the establishment of an
enterprise upon graduation. There is no access whatsoever for
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for those outside the formal schooling system. Hence, the system
provides to the market (in part after government needs are met)
without reference to market needs and makes no provision for,
indeed does not allow, the market to feed into the system those
who need skill training or upgrading. The effect of this exclu-
sion would be less dramatic if there were alternate sources of
training.

In summary, there is a need for the creation of every level of skill
training of commercial and administrative skills.

Clearly, there is a need for this training to be both short and
long-term as well as formal and informal. Tt should be accessable
by the private sector, particularly the small enterprise sector,
designed to address the needs of the market place and with a
mechanism to remain responsive to the market.

Not surprisingly this study found that there was a very low level
of preceived need amongst business people interviewed for commercial
or administrative training. The conclusion was that tiiis stemmed
from three factors; the high priority of more immediate concerns
such as supply of tools and materials, the perception of training
as pertinent to more technical skills (i.e. welding) and a reduced
awareness due to a virtual complete absence of such training in the
environment.

2. Vocational, Technical Training

There are a considerable number of vocational and technical
training institutes, all are deoartments of various ministries.
These have been considered in detail by the EHR study. They
are supplemented by the legally imposed apprenticeship scheme
(for "big" business) and by various in-house schemes of big
business and parastatal industry.
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The models and the problems with these programs are the same
as those described for Commercial and Administrative Training.

The need, also, is the same: to provide appropriate skill
training to the private sector, both formal and informal in
response to market place demands.

The most critical need is for access to those wanting skill
training or up-grading who are at present totally excluded if
they are outside the formal schooling system. Much needs to
be done in the way of subject selection and curriculum
development. Extensive recommendations in this regard have
been made by the EHR study. These recommendations, which are
appended, are endorsed by this study with additional recommen-
dations pertinent to small enterprise needs added in our
recommendations.

This situation is less bleak than that of Commercial and Admin-
istrative training in that there are existing programs and
facilities. The essence of the need is to make, in the first
instance, these resources responsive to private sector needs.

B. Access to Supply

Virtually every business person interviewed cited supply of goods
or materials as the prime problem faced. There is a need to develop
internal sources of raw materials, the processing of raw materials
and the movement of these materials to point of sale or manufacture.
There is a need to make foreign exchange available to enterprise.

C. Facilitation of Transportation

Transportation resources are strained, sporadic and limited. The
private sector along with every sector would benefit from better
utilization of existing resources and by efforts to expand on those
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presently .available. The need for improved transport must be
preceded by a detailed examination of the sector.

D. Management and Technical Services

There is at present no available source of mana:-nent or technical
assistance for such needs as market developm¢ .., costing, produc~
tion scheduling, equipment design and select’on, processing technol-
ogy, feasability studies and loan analysis. The need for these
services is made more urgent by the complete absence of training
facilities that would allow acquisition of these skills. It must
be noted that the occasional nature of such services and the.r
complexity often make training a poor or unsuitable substitute even
when available.

E. Credit

Somalia enjoys a complex and effective traditional credit mechanism
that serves a large part of the population. This system is based
primarily on the dispersal of family assets. Thus, there is a need
for alternate credit mechanisms to serve those who do not have
access to this system, those who are far removed from family

credit resources, and perhaps most importantly to broaden the array
of activities that Somaii entrepreneurs participate in.

F. Incentives/Disincentives

There is a need to determine the extent to which disincentives
obstruct private sector development and to formulate policies and
plans to reduce them. There is a need to reconcile current prac-
tices in tax, licensing, etc. with current policy and economic
reality. There is a need to determine the appropriate incentives
which are at present virtually absent.



G. Coherent Articulated Policy

At present there is a lack of specific private sector policy and a
fluid political and economic situation that means de facto changes

in actual practice. Grain marketing is an example of market percep-
tion of policy being at variance with the policy reality. There is

a need to assist government to formulate a clear policy posture and
to see that the market is aware of the practices this policy directs.

H. Business Organizations

There is a need to ussist and promote the formation of representa-
tive organizations of business people. This is most pronounced
where it is most lacking - at the small and micro enterprise level.
These organizations will be not only a voice and a lobby for enter-
prise interests, they will serve as a valuable conduit of informa-
tion on enterprise requirements to such as educational planners.

I. Data, Research

There is a critical need for data pertinent to the private sector
to assist planners and program designers. Research should be oper-
ational research and should foucus on guiding the evolution of pro-
gram implementation. There is a need to include an operational
research component into assistance program design.

J. Manuals, Publications

There is a need to develop materials to support enterprise develop-
ment. These materials should be programatic, user-oriented and
Somalia specific. The development of these materials should be
anticipated in assistance program design and coordinated where
possible with operational research.
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V. Recommendations

The following attempts to establish a framework for the stimulation
and promotion of small enterprise within the rural development con-
text as well as in anticipation of refugee settlement.

The recommendations are divided into thrce categories: Policy
Recommendations, Implementation Recommendations and Operational
Research Recommendations. Together, they provide a framework for
future program development in the small enterprise sector.

A. Policy Recommendations

This set of recommendations provides an overall analytical frame-
work for stimulating and promoting both rural and refugee small
enterprise. It is an attempt to set forth an approach to small
business development.

1. To continue supporting the government's policies to liber-
alize the economic system and to mobilize the private sector
energies by recognizing small enterprise as a vital sub-sector.
This recognition will acknowledge small enterprise's role as
an essential component of the larger economy and a complemen-
tary economic base for the agricultural sector. The recogni-
tion of the vitality and potential of the small enterprise
sector, becomes the focal point of the strategy of promoting
small enterprise in particular and the private sector in
general,

2. Given the importance of the small enterprise sector and its
potential, it is imperative to suppoit the establishment of
organizations that would have as their objectives the stimula-
tion and promotion of small enterprises through the provision
of technical assistance that will allow the small enterprise
sector to grow and realize its potential. This, in turn, will



-32-

strengthen Soth the agricultural sector and the private sec-
tor in general.

3. Small enterprise development needs to take into account a
regional perspective and in the long run a national perspec-
tive. This translates into an integrated approach to rural
development that includes the refugee population. A refugee
settlement strategy also must be formulated within a regional
perspective. Settlement schemes will have a higher rate of
success if they exist within the context of regional resources
and needs. An increase iin the economic productivity of a
region will result in an increased potential for refugee
settlement in that region. Conversely, increasing the economic
potential of refugees will mean more self-reliance and produc-
tivity within the region. The extent to which the refugees
are productively integrated into the local population and the
economy of the region is an indicator of their capacity for
sustained productivity and settlement.

4. The promotion of small enterprise reed be approached within

a socio-economic context that examines carefully the suvbsistence
economy as well as the monetized economy and that understanas
the linkages with other sectors such as agriculture, livestock,
nutrition, and industry. An integrated approach thét is sen-
sitive to the linkages and interrelationship of the different

components within the economic productivity process is essential.

5. Design and implementation of small enterprise development
programs need to give attention to management, training,
marketing, transportation, maintenance, repair, credit and
other appropriate ~-omponents.

Appropriateness i5 a basic element of the small enterprise
development approach. Appropriate management, appropriate
technology, appropriate training mechanisms become the vital
issues for the growth of the sector. Technical assistance
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itself needs to be designed and delivered in appropriate doses
so the individual or grnup can absorb it, internalize it and

maximize its usage.

6. Establish priorities that acknowledge the constraints of
limited rescurces. This set of priorities should include:

a.
b. use of local labor

c.

d. enterprises contributing to agriculture, iivestock,

~>
.

use of local resources
use of local markets

and to farm to market linkage

enterprises that support and are served by other
enterprises in the area

build a sense of economic responsibility

. enterprises showing greatest degree c¢f individual or

group initiative and self-reliance

. coordinate with other development resources.

Policies and programs should by conscious design
integrate with and link the considerable elements
of the development environment.

B. Implementation Recommendations

This set of recommendations provides a practical framework to design
interventions that stimulate small business. These interventions
comprise a mechanism for si:all business development.

1. A program of small enterprise development needs to provide

training in three areas:

a.

technical and vocational skills training:
(1) training to up-grade existing skills
(2) introduce training for needed skills that are non-

existing, particularly at small and micro levels.

b. administrative skills training

(1) management: business start-up, business operations
(2) inventory control
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(3) production management

(4) other management skills as needed.
c. commercial skills training

(1) accounting '

(2) bookkeeping

(3) other skills as needed

Equally important to the substance of the training (i.e.
technical) is the format this training will adopt.

2. Training program design needs to allow and encourage small
entrepreneurs, including refugees, access to the training
offered. Necessary elements of this design will be:
a. Decentralized. Offered in many sites with considera-
tion given to mobil facilities where appropriate (i.e.
welding, metal fabrication for blacksmiths)
b. Informal. Accessable from outside the formal school
system. No, or minimal, literacy requirement. Short

and long term.

c. Pragmatic. Skill transfer focused, minimal focus on
theory.

d. Appropriate. Based on available technology, supply

and material.

e. Affordable. Minimum cost. Scheduled in increments

of time, and at cimes, to allow the trainees to continue
business or domestic operations, and to encourage move-
ment between work site and learning site during the educa-
tional process.

f. Market responsive. Curriculum developed by and adjusted
in response to market needs.

3. We recommend that implementation programs for small business
development consider the need to establish supply centers in
the areas where small enterprises are being promoted.
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The difficulty of access to materials, tools, equipment and
spare parts may require the provision of a supply facility.
These supply centers need to provide the basic supplies and
equipment that both entrepreneurs and farmers need such as:
farming tools, metal, wood, fiber, burlap sacks, water pumps,
blacksmithing tools, carpentry tools and spare parts for
machines used by entrepiceneurs and farmers. Such centers need
to be managed during the initial phase by the organization pro-
moting small business. Provision for training of Somalis to
manage the supply center needs to be made. The development
organization might find it appropriate to eventually turn

over the supply center to a local commercant(s) to ensure
continuity.

4. Even thouagh Somalia enjoys a traditional extended family
credit mechanism, alternate credit schemes need to be developed
to broaden horizontal and vertical credit outreach. The addi-
tional credit systems will serve those individuals or groups
who do not have access to the traditional system. Field re-
search indicates that many among the refugees and the indigenous
populations, cannot access the extended-family credit mechanism
either because the resources of the family do not suffice to
provide credit, because the selling season of cattle was not
successful, due to the absence of relatives in the Gulf region
or some other economic or social reasons. This fluid and in-
complete situation requires alternate credit schemes to comp-
lement the traditional one.

An important impact of the alternate credit scheme would be
the broadening of the array of activities that rural Somali
entrepreneurs engage in at present.

Accompanying the credit scheme would be orientation in credit
management and repayment.
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5. License fees, taxes, handling fees, roéd use levies need to
be reduced. The organization supporiing the small enterprise
sector will have to coordinate with local and central govern-
ment authorities to reconcile current practices in tax, licen-
sing and handling fees with the economic realities of small
entrepreneurs. The present tax and licensing system is con-
sidered a disincentive. The organization promoting small
business needs to work to reduce the disincentives and replace
them with appropriate incentives.

6. Programs for small enterprisé development should facili-
tate the flow and growth of small business by gathering infor-
mation on policies, rules, and regulations relevant to the
sector and by disseminating this information to individuals
and groups involved. In certain instances there is a lack of
specific policy or a lack of clarity around specific issues.
In such cases the organization implementing small enterprise
development, needs first to assist the authorities to coor-
dinate, formulate, and clarify their policies and then dissem-
inate the information.

7. The issues of refugee skill training, broadened access to
and expanded scope of existing vocational and technical educa-
tion, refurbishment of equipment and facilities of training
institutes and relevant curriculum development can all be
addressed simultaneously. We recommend the adopticn of a
methodology to do so.

This methodology would involve the use of refugee funds to
supply equipment (such as lathes and welding equipment) and
materials (such as textbooks and tools) to existing training
institutes. This contribution would entitle refugee access

to these facilities while affecting a much needed rehabilita-
tion of their facilities. The refugee training would be
informal. This will serve as the pilot of the expanded access
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model recommended by this study and an opportunity to refine
the model in practice. The methodology proposed would include
the development and adoption of a suitable curriculum and of
its translation into Somali to facilitate the replication and
transfer of the pilot to both formal institutions and to in-
formal training mechanisms.

The successful implementation of this methodology would result
in:
a. Trained refugees
b. A refugee training facility
c. Expanded vocational/technical training access
d. The demonstration of the viability of the expanded
access model
e. Refurbished technical and vocational training resources
f. More efficient use of existing training resources
g. A cost effective rapidly implemented expansion of
existing training capacity
h. Expansion of much needed technical curriculum both
formal and informal

C. Operational Research Recommendations

The value of operational research is to gather and analyze practical
information around areas and issues where only a dearth of data is
available. Results of operational research should be used to guide
the evolution of implementation. Implementation need not await
research. It is imperative that program activities and operatiunal
research take place at the same time.

The following is a list of topics where the results of operational
research would help guide the evolution and direction of implementa-
tion:

1. Investigate commercial potential for processing and market-
ing of agricultural products; such as
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a. tomato processing
b. banana by-products
c. vegetable oils

2. Investigate commercial potential for local industries
relevant to small enterprises such as:

a. fiber based industries

b. tanning and !eather products

3. Investigate commercial marine industries relevant to small
enterprises for example:

a. salt reclamation

b. drying, smoking and salting fish

c. utilization of fish by-products.

Feasibility studies need to be conducted whenever economic viability
is indicated.

4. An analysis of transportation from a users perspective. The
reach of the transportation network, who can afford access to
the network, and the disincentives to the use of transport.

5. Land tenure issues pertinent to settlement need to be studied
in detail as background to the formulation of settlement poli-
cies and implementation.

6. Survey the economic resources of the refugee camp sub-
economy and the skills of refugees to determine entrepreneurial,
agricultural and marine activities.

7. Survey skills and economic activities of non-camp based
refugees.

8. Survey occupational skills of small and micro-entrepreneurs
with a view to restructuring the curriculum of vocational and
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technical training institutes and the design of the informal
training program.

9. Examine commercial credit available to small enterprise
with special emphasis on the traditional extended family
credit system to determine access, repayment modes, collateral
and obligations.



VI. Annexes

ANNEX 1

Profiles of Small Entrepreneurs

Several days were spent interviewing businesspeople in towns, vil-
Tages and refugee camps in the Lower Shebelle Region. In-depth
interviews were conducted followed by myriad brief interviews to-
confirm the trends suggested by the original findings.

The bulk of the interviews vere with small and micro entrepreneurs.
A wide variety of entrepreneurial activities were selected and
their interrelationships explored.

The interviewees provec open, willing and cooperative. ‘hey re-
mained enthusiastic throughout the often ponderous process of
seeking to confirm certain points through repeated inquiry. And
this while displaying unfailingly elegant nomadic hospitality to
unannouncad strangers. This is perhaps best characterized by a
small buy of perhaps ten years who eased his way through a crowd
of interested children to approach the shop owner we were inter-
viewing. He then produced a coin, purchased one small candy,
peeled back its paper cov2r and with that special dignity of
desert peoples offered it to the Tady of our team.

We hope the following profiles of entrepreneurs are as representa-
tive as is this young man.

A. Mohammed. Mohammed is a blacksmith in the rural port town of
Merka, the supply and transport nucleus of Lower Shebelle region.
He is 27 years old and single. He learned his trade from his

father and has practiced it for ten years. He is also a maker of



keys. He duplicates keys from originals or makes keys from scratch
if the originals are lost. He describes himself as the manager
rather than the owner, out of respect for his father perhaps,
though he has full control of the business. -His workshop is per-
haps 18 m2 in total area including a small internal storergoom. It
is of mud and wattle construction with a dirt floor. The business
is located in an area of seven blacksmiths, all housed in similar
structures. All work is done on the ground. He has a rudimentary
forge using charcoal as fuel and an anvil made from a block of
scrap iron. There are a few tools, none of commercial manufacture.
He has one assistant/helper.

He has no technical training. He has attended Koranic school for
religious instruction as well as primary and middle school. He

is literate and numerate in Somali. He keeps no records and felt
no need to keep them. He had a very good conceptual grasp of cost-
ing and pricing and cculd describe in detail the costs, both direct
and indirect, of each ‘item he made.

His "bread and butter" liné involves the manufacture and repair of
tools and agriculiural implements. This is normally on a special
order basis. He is supplied primarily by scrap he purchases from
local garages. He buys axe and hoe handles as a finished product
from a local carpenter. :

His main customers buy in modest bulk for resale in Merka and local
markets. When not producing in bulk he fills his time either
making implements such as hoes, hatchets and chain in anticipation
of future sales, doing special orders such as hasps and latches

or making keys.

He requires his customers to pay either cash on delivery or, in the
case of "big" orders, a 0% down payment and the balance upon
delivery. He gives no credit and receives none. He pays rent on
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his shop and an annual tax. The tax is an estimate by the local
municipality based on expected earnings. 0Once estimated it becomes
a fixed expense. He has a license which the annual tax payment
validates.

He is very modestly capitalized and has virtually no depreciating
assets. He has practically no inventory on hand. He pays his
helper daily, his rent monthly and his taxes annually. He pays
ali other expenses in cash as they occur.

His total capitalization is approximately SoSh 5000. Raw materials
inventory, finished goods and tools are perhaps SoSh 2500. He
reported a daily net profit, and explained in detail its computa-
tion, of SoSh 200.

He reported that his two main problems were equipment (he needed
a bellows) and supply of raw materials (increasingly more scarce
and costly).

Mohammed has a very good grasp of basic business concepts. He knew
the present position of his business. He had a clear vision of
future expansion and was aware of the issues involved in accom-
plishing his goal.

B. Fatiah. Fatiah is a teahouse manageresc in Qorioley Refugee
Camp 2 A, Lower Shebelle Region. She is 22 years old, married and
has two children. She is a refugee. Her husband is not with her.
Her children are cared for during the day by her mother, also a
refugee.

She has been the manageress of the teashop (a major social institu-
tion in Somalia) for one month. She has a tenancy agreement for
two months. It is renewable if she wishes and may be renewed
indefinitely. The shop and equipment are owned by the (refugee)
Women's League. The shop was built by an informal group of refugee
contractors.
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Fatiah has no formal schooling. She is neither literate nor numer-
ate. She has been a market vendor. She prefers market vending
because her profits are higher though she acknowledges that teashop
management is both cleaner and easier than market vending.

The teashop is approximately 24 mz. There are three small tables
and about 20 chairs and stools. There is a portable stove, a water
container, several thermos flasks and various glasses, spoons, and
cutlery.

The shop serves no food. It is located adjacent to another teashop
which does serve food. Fatiah sells only tea. Her daily sales are
estimated to be SoSh 60. Of this, half is paid to the Women's
League for supplies and rent. She has no paid employees. She pays
no license fees or taxes because she is inside the refugee camp.
Her profit is 50% of sales. She must keep records so that rent can
be calculated. Because she is illiterate this is done by her
younger brother, a student, on a weekly or bi-weekly basis.

Fatiah would 1ike to open a small restaurant. She would prefer this
to be outside the camp in a neighboring village or town. She worked
in Qorioley when she was a market vendor and feels she would be
successful there. She cites lack of capital as the only impediment.
She reported that her present position in the teashop did not pro-
duce enough revenue to allow her to accumulate the capital to pursue
her restaurant goal. She did not know if she would renew her tenan-
cy agreement.

C. Abdullahi. Abdullahi is the owner of a sesame crushing mill in
the rural market town of Jenalle. He is 30 years old, married with
three children. He has no formal training other than Koranic school
and primary school. He has basic functional literacy in Somali.

He has skills as a machine operator and basic machine mechanic
learned on the job from his father. The crushing machinery is
diesel powered of Japanese manufacture.



-44-

He is a working owner/manager and employs four assistants.

The shop is approximately 30 mz. It is of wood construction with

a dirt floor and tin roof. It is located in the center of a bustl-
ing rural market. The market has perhaps 100 widely diverse
businesses. Perhaps 50 are in wooden structures 1like Abdullahi's.
Many are stationary vendors of charcoal, firewood and agricultural
produce. Many are mobil vendors. There is a municipality owned
row of five block construction butcheries.

The machinery of Abdullahi's shop includes a water cooled diesel
engine and a crushing mill. There is a storage area for uncrushed
seeds, another for tins of extracted oil and third for the pulp
that remains after crushing. A1l are in an unshaded shed having
two windows and an cpen door. The worksite is very loud, very

hot and very crowded.

Abdullahi crushes sesame seed for his family at no charge. They
sell the 0il ir rural villages 20-50 kilometars from Jenalle. He
buys sesame seed that he crushes for 0il which he then sells. He
crushes seed as a service business. This latter is the bulk of
his business. The pulp that remains after crushing is sold as
cattle feed. A1l of the pulp belongs to Abdullahi. Hi. pricing
system assumes that the pulp will remain his.

He keeps no records. All sales and purchases are on a cash basis.
He has a license and pays annual taxes. He pays each of his assis-
tants SoSh 30 per day. He has fuel, oil and spare parts expenses
and transportation expenses associated with seed purchase, pulp
sales and 0il1 sales. He has equipment worth SoSh 250,000 that
cannot currently be replaced unless it is sent as a remittance from
the Gulf. He has two family members working as expatriates, one

in Kenya and one in Saudi Arabia.
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Abdullahi estimates his daily profit as SoSh 800 - 2,000 daily.

He has no clear picture of his costs and co concept of deprecia-
tion. His reported "profits" vary widely due to his tendency to
consider all expenses as direct expenses allocated as incurred.
The level of business activity varies with the agricultural cycle.

Abdullahi was very worried about the increasing cost and difficulty
of obtaining spare parts. This situation worsened as his equipment
aged. He had no alternate activity when his equipment was inop-
erable. He does not have a clear picture of the position of his
business and does not know how to correct this situation. He
thinks he is doing satisfactorily.

NOTE: The Somali Shilling (SoSh) trades official at an official
rate of 17.3 per U.S. Dollar. The parallel rate is approximately
60:1. The latter is generally deemed to present a more accurate
picture of true market value.
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ANNEX 2

A List of Private Voluntary Agencies
Working in the Different Refugee Camps

Social Income- Small
Geographic Refugee Water Supply Services Agriculture Generating Enterprise
Area Health Relief Sanitation Education Forestry Activities Development
RHU : NRA/RAU
Lower Shebelle | MWL CARE (ELU) ERDGS IITT SCF (US) FHI
IGP
. RHU RAU
S MWL CARE (ELU) ERDGS 17T 1GP
IGP ERDGS
CARE
Hiran RHU ILO
Jalalaasi MWL CARE (ELU) ERDGS ILITT AFRICARE SCR
9 IGP UNHCR
RAU
Gedo RHU ICR
Luug ICR CARE (ELU) ERDGS 17T CEAR ACTION AID
WCI RAU
Gedo IITT ACTION AID ACTION AID
Bur Dhubo RHU CARE (ELU) ERDGS ACTION AID | MCC MCC
McC CEAR CEAR
GED T
Northwest NHL CARE (ELU) OXFAM AFSC UNHCR ACTION AID
RHU RAU AFSC
ACTION AID
HTA
RHU Refugee Health Unit MCC Mennonite Central Committee
MWL Mos1lim World League SCR Swedish Church Relief
IGP Italian Government Programme HTA Help the Aged
WCI World Concern International AFSC American Friends Service Committee
GED German Emergency Doctors ILO International Labour Organization
FHI Food for the Hungry International CEAR Comite European D'Aide Aux Refugees (France)
ICR Inter-Church Response ERDGS Ecumenical Relief and Development Group for
IITT Institute of In-Service Teachers Training Somalia (Denmark)
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ANNEX 3

Education and Human Resources Assessment
Vocationz1 and Training Recommendations (Extract)

Recommendation 1: Link Training to the Demand for Skills in
Somalia and the Gulf Region.

Possible action steps: Because little information is available on
the demand for skilled laber, a comprehensive study of labor demand
in Somalia and the larger Gulf Region could be undertaken to iden-
tify both the occupational areas and the skill levels within those
areas at which demand is expected. This analysis would provide

a basis for expansion and modification of the present trade-training
system.

Recommendation 2: Increase Involvement of Employers.

Possible action steps: (a) Trade advisory committees, composed of
skilled tradesmen and leaders in business and industry, could

assist (in an advisory role) in curriculum development and review.
This serves both to further reflect employer needs in curiiculum
development and to inform private sector leaders of the current
status of occupational and trade education. (b) Opportunities for
students to gain work experience associated with their trade as a
part of their formal schooling could be developed. These opportuni-
ties may develop as work-study programs, modified apprentice pro-
grams, or, at a less complicated level, the sharing of facilities
and equipment by industrv for certain portions of a training program.

Second Priority - Improve Internal Efficiency:

Recommendations 3-5.

The following three recommendations follow from the second conclu-
sion that both internal and external efficiency of vocational/



technical training will be enhanced by an emphasis on increasing
educational quality relative to increasing quantity.

Recommendation 3: Reailocate Resources to Emphasize Educational

Quality.

Possible action steps: A renewed emphasis on quality might take
several forms. One strategy would be to identify those schools
that hdave the greatest potential for quality improvement and target
inem for a special program of quality enhancement. Programs in
schools which are found to have inadequate academic or financial
resources may need to be modernized.

Within the target schools, quality enhancement may be accomplished
through activities addressing teacher preparation, curriculum
development, and facilities improvement. For example, a prcgram
of in-service teacher education would help ensure that instructors
are familiar with new equipment, procedures, and trade standards.
Target schools might also become curriculum and instructional
materiais development centers. Once developed, materials could

be pilot tested at the school and, if successful, distributed
across other schools with the same program. The integration of
the in-service teacher training and materials development activi-
ties would provide a foundation for implementing competency-based
on-skill training. Competency-based instruction also provides a -
clear basis for subsequent skill testing. To keep materials-
development costs down, it would be important to adapt materials
from existing sources whenever possible.

A persistent problem in vocational and technical education is the
lack of equipment and limited opportunity for students to practice
their trade skills. Target schools would need special funding to
update and modernize their workshops with enough equipment to
provide students with meaningful practice opportunities.
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An effective strategy for quality enhancement is likely to be one
that integrates improvemert in all three areas--teacher prepara-
tion, instructional materiais development, and facilities improve-
ment. An important associated strategy would be to find donor
support for individual institutions. This, in turn, ties closely
to a later recommendation regarding administration and supervision
of vocational and technical education.

The preceding suggestions can be summarized as a series of possible
action steps:

a) Develop in-service teacher-improvement programs in target schools.

These programs could provide instruction in such areas as the use
of competency based education, operation and repair of new machines,
and pedagogical skills (e.g., how to demonstrate equipment, safety
procedures in the workshop, etc.).

b) Adjust policies regulating government employment to make it
easier for teachers to leave and return to teaching in order to gain
work experience in their trade. Many teachers did not have much
opportunity to practice their trade skills during their own training
program. Few teachers have earned a living at their trade. One way
to upgrade teachers' practical trade experience is for them to work
in business or industry at various times during their teaching car-
eer. Policies to allow this would have to be developed in conjunc-
tion with incentives to encourage people to return to teaching.

c) Give target schools adequate resources to undertake systematic
instructional materials development.

d) Base instructional materials on systematic occupational and task
analysis,

e) Develop instructional materials which are competency based.
Competency-based instruction is particularly appropriate when the
focus of instruction is on skill training. The competency-based
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approach allows for the organization and sequencing of instruction.
It also provides a clear basis for subsequent skill testing.

f) Adapt instructional materials from existing sources whenever
possible. Good competency-based instructional materials for voca-
tional and technical'training are widely available. Their advantages
are that other groups have already borne the development costs and
the materials are immediately available.

g) Begin or expand programs only when there is adequate equipment
and appropriately trained staff to teach at the level necessary.

Recommendation 4: Begin Offering Selected Technical Education
Programs as Two-Year, Post-Secondary Training Programs.

Possible action steps: One strategy for enhancing quality would be
to provide technical students with a stronger academic base in math,
science, and language. This might be accomplished by having tech-
nical students complete a full general secondary curriculum before
specializing in a technical area. In particular, students who
anticipate pursuing post-secondary technical training could be

given 2 special intensive English language training program to
better prepare them for the technical curriculum. '

Recommendation 5: Begin Offering Yocational Training as Two-Year
Programs Following Grade Ten.

Possible action steps: One strategy for enhancing the quality of
vocational education would be to provide students with a set of
basic "core" courses in mathematics, science, and language before
they begin their vocational training. Students may be able to
acquire this academic background through the existing general
secondary school curriculum. Particular attention mignt be given
to intensive English language training to better prepare vocational
students for the language of vocational instruction.




Third Priority - Administration and Supervision:

Recommendations 6-7.

Recommendation 6: Prepare a Unified Plan for the Continued Develop-
ment of Vocational/Technical Education.

Possible action steps: Funding for the prepciation of such a plan
is available under the IDA Fourth Education Project. One immediate
action step is to initiate the IDA study. A unified plan might
identify a mechanism that would: (1) link responsibility for budget,
cur ~culum, and administration within and across vocational and
technical schools; (2) coordinate educational resources with pro-
jected labor demand; (3) oversee the target school concept sugge§ted
earlier; and (4) advise and help coordinate donor assistance. Pre-
vious efforts to develop an inter-ministerial coordinating groupf
have met with limited success. An alternative strategy might be:to
consolidate responsibility for vocational technical education within
a single ministry. This office or agency might be the coordinating
mechanism for donor assistance.

Recommendation 7: If Improved Edu:ational Quality Does Not Result
in Increased Demand for Vocational or Technical Education Graduates,
Government Should Consider Reducing the Size of the Vocational and
Technical Education Program.

Possible action steps: One means of determining whether declining
enrollments are more strongly linked to demand or quality would be
to enter into a quality enhancement program (as described in Recom-
mendation 3), and carefully monitor the effects of enhanced quality
on graduates' employment. If labor demand is responsive to quality
improvement, the quality enhancement strategy should be continued.
If demand is not responsive to quality, government should consider
cutting back on the availability of vocational and technical educa-
tion until demand can be generated throuah an invigorated economy
or major development projects. ]




ANNEX 4

Terms of Reference

PfP/Somalia (SBCD) Enterprise Development

Scope of Work

Objective:

Tasks:

I

1) Needs assessment of enterprise development require-
ments with recommendations for structuring an enter-
prise development pilot project (regionally focused).

2) Assessment of current capacity of existing training
institutions (business training) with recommendations
of other technical assistance needed.

3) Assess enterprise deVe]opment needs for refugee self-
reliance at selected refugee camps and projects.

Meet with USAID/Somalia and review documents for Rural
Development and Refugee Settlement programs.

. Meet with USAID/Somalia regarding previous experience in

Somalia with private sector initiatives and enterprise
promotion.

Meet with Settlement Program officials, NGO representa-
tives, UNHCR, UNDP, Government of Somalia and other par-
ticipant officials in enterprise development.

. Visit towns, villages, markets and refugee camps to deter-

mine the types and levels of existing enterprise.

. Sample existing entrepreneurs to assess management capacity

and training needed.
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F. Assess demand for goods and services that can be met
by local enterprises.

G. Assess current capacity of enterprise training institu-
tions through staff interviews and literature review.

H. Recommend the structuring of both a regional enterprise
development project and enterprise development project
as a part of Refugee Self-Reliance.
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ANNEX 5

List of Contact:

In Mogadishu

Ministry of Planning
Hussein Allabeh

National Refugee Commission

Director General

Mohamed Abdi Tarah
Mohamed Dubed
Robert Hitchcock
Frank Catania
Willie Young

USAID Mission

Lou Cohen

Gary Nelson

Fred Witthans

Frank Pavich

Girard LaBombard

Raga Elim

Isabelle Blanco

Farah Abokar Khagre
Abdulkadir Hawes Osman

Extraordinary Commissioner
Deputy Commissioner

Director

Deputy Director

Program Economist

Chief RD/RA

Chief CIP

Human Resource Development RD/RA
RD/RA

RD/RA

RD/RA

International Agencies and Private Voluntary Agencies

Robert Borthwick
Jean-Marie Fakhoury
Robert Hollister

John Huffaker
Collin Williams

Somali Development Bank

Osman Yusuf Farah

Others

Peter Gay
Ted Lewis
Abdow Hamid
I.D. Waring

Virgil Zimmermann

Residant Representative, UNDP

Assistant Representative, UNHCR

Director, Experiment for Inter-
national Living

Director, Food for the Hungry

Director, Action Aid

General Manager

First Secretary, British Embassy
Consultant, USAID

Manager, Dairy Farm, Research Station

Auditor, Panneli Kerr Forster
Chartered Accounts
Consultant, Suny, USAID
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In Lower Shebells Region

Somali QOfficials

Cotonnel Said Bile Governor

Ismail Deputy Regional Refugee Commissioner
Ali Somal Camp Commander of Camp I

A1i OQure Camp Commander of Camp II A

Garo Abdi Camp Commander of Camp II B

Mohamed Jama Camp Commander of Camp III

Lafole Technical Institute

Ahmed EImi Ismail Headmaster
Rahim Ibrahim Osman Mechanical Instructor

International and Private Voluntary Organizations

Trisha Caffrey Field Coordinator, SCF

Mike Crooke Agricultural Officer, SCF

Robyn Crooke SCF

Abdullahi Hirreh SCF

John Nittler Forestry Officer, SCF

'Alberto Perra Team Leader Italian Sov. Program
Domenico Pelizzi Agronomist Italian Gov. Program

Ruguiya Warsame Women's Qfficer, SCF
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