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STRATEGY STATEMENT SUMMARY

The importance of Somalia for U,S, policy in East Africa and the Indian
Ocean. has become increasingly evident over the past year and particu=-
larly as we entar 1980, At the same time the GSDR has continued to
reiterate its desire to cooperate more closely with the U.,S, A funda-
mental element of our response to the opportunity which has opened for us
in Somalia since the expulsion of the Soviets in 1977 has been the
establishment of our A,I,D. program as tangible evidence of our commit~
ment to Somalia's development, to the overcoming of its formidable
economic problems, and thus to its security. Somalia needs concrete
support in meeting its economic challenges and the continuation of the
A.I.D. program is thus crucial to the U,S., long-term policy objectives

in the regiom,

»

Somalia is included iﬁ the UN register of 28 least developed countries
and has an estimated per capita income of less thanm U,5. $100. OQver

80 percent of its approximate 4,0 million people gain their livelihood
through subsistance agriculture or pastoral pursuits, There 1s wide-
spread under~nourishment and malnutrition, particularly savere among the
rural population, and many are illiterate and receivg little or no health
care, As a consequence the Physical Quality of Life Indgs (PQLI) for

Somalia is among the lowest of the lea3t developed countries,

Somalia has inadequate natural and financial resources at this time to -
sustain a viable development program and must seek external resources to
finance nearly all of the government's development efforts and to meet

increasingly severe foreign exchange deficits, Despite GSDR dependence,



it has demonstrated a determined affort to promote economic growth and
equity and distributive justice which is supported by'the country's own

resources to the maximum extent possible,

Notwithstanding inadequate material resources, the country's stremgth
lies in its people which unlike many other countries are composed of a
single ethnic group with a common language. The basic development strat-
egy of the GSDR is to effectively mobilize these human resources in its
overall economic development effort., Their inablilty to ﬁount,a sus-
tained comprehensive development program is largely dua to an inadequatas
number of trained manpower in all economic sectors. The trained manpower
constraint is a critically important impediment to providing minimal
essential services, creating the necessary institutional/ infrastructure
base and developing the public/private financial resource structure
needed.for development, The U,S, assistance strategy will thersfore be
directed toward expanding Somalia's trained manpower base in several
critical sectors. The U,S./GSDR program will give primary emphasis to
technical assistance for manpower development in its broadest sense,

The main beneficiaries of this joining effort will be the rural poor of
Somalia which make up 80 percent of the country's tetal population,

These benefits will include increased rural income from increased pro-
duction in crops and livestock, improved social services, greater number
of dependable water supply points for people and livestock, a replicable
minjmm shelter program, and developmental returns in the form of trained
manpower, youth and adults, as a result of their association with A,1,D.-

assisted projects., This sectorial program strategy will be augmented by

(1]



a PL 480 Title I and III commodities to szssist GDSR finance its develop=
ment; program, help introduce pclicies needed to strengthen and energize
a stagnent economy and to help ease foreign exchange pressures, PL 480
Title II and 495F assistance will also be provided in comcert with other
international agencies and donors to assist Somalia support its ever-
increasing, approximately 1.0 million, refugee population. Imn addition,
a mlti-sector commodity suppert program will be examined to determine
its suitability to address'multi-sector marcro constraints which impede

the A.I.D, assistance efforts and Somalia's capacity for sustained devel-

opument:,
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PART A

-

PROFILE OF THE POOR MAJORITY

Somalia is a vast country with a rigorous and semi-arid to arid environ~
ment and an ecology which dictates a life support system which involved
a mix of traditionmal agricultural and transhumanism. More than 80 per-
cent of the country's population is rural, Half of this group are nomads
moving in concert with yearly rainfall patternms, rearing livestock and
producing some croﬁs at semi<permanent dry séason locations. thf.of
.the‘:emninder are semi-nomadic and raise livestock as their main occupa-
tion but alsc fdrm part of the year at permanent settlaments, The re=-
mainder of the rural population are traditional small farmers engaged

in mixed farming, amd cattle livestock rearing. This rural population
represents the poor majority of Somalia which lacks the minimum essen-
tial services of health, education, shelter, water, energy and tech-
nology and is the target group of the AJI.D. assistance program. I:;
addition, there is a second target group of poor rural people which

have been identified. They are the ever growing refugee population of

a million persons seeking shelter and sustenance in camps in the country

side and urban centers of Somalia,

In identifying the poorest of the poor, income distribution is helpful,

but aggregate-economic performance data is éxtremely scarce or is es-
1/

timated on a limited scienfific basis, However, some estimate can be

made based on household expenditures, It is reasomable to assume that

L/ See Annex I for GDP estimates,



2

annual expenditures of households are functions of household income,

Accepting this assumption, the International Labor Organizétion (IL0)

reports the results of a small pilot sample survey conducted in the
2/

middle Shebelli region during October and November of 1975, The

results are indicated in the following table. When the household ex-

penditure data is plotred as a lorenze diagram the results are as follows:

LORENZ CURVE OF HOUSEHOLD EXPENDITURES-
1875
SOMALIA
(Source: IIO Technical Paper #5
Pilot Household Sample Survey)
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TABLE 1

DISTRIBUTION OF HOUSEHOLDS BY SIZE

OF ANNUAL EXFENDITURE (1975)

* _Nomadic Sector Rural Sector* Urban Sector

Size/Class Number of Number of Number of
Shs /Yr Households % Househclds % Households %
0 - 3519 44 17.7 36 34.6 1 1.9
520 = 1039 20 8.1 11 10.6 2 3.8
1040 - 1559 32 12.9 9 8.6 2 3.8
1560 - 2079 25 10.1 5 4.8 | 7 13.8
2080 - 2599 19 1.7 7 6.7 4 7.7
2600 - 3119 16 6.5 2 1.9 3 5.8
3120 - 3639 | 17 6.8 3 2,9 3 5.8
3640 = 4159 8 3.2 1 0.9. 3 5.8
4160 - 4679 S 3.6 6 | 5.8 5 9.6
4680 - 5199 ‘6 2.4 3 2.9 1 L9
5200 & Qver 52 21.0 21 20,3 21 40,4
Total 248 100,0 104 100.0 32 100.0

.Househalds in rural villages in Middle Shabelle are mainly agricultural.

Source: Findings Pilot Household Sample Survey, Reported in IO 1977,



Since the area between the line representing complete equality of house-
hold expenditure and the line of actual household expenditure reflects
the degree of inequality in expenditures, it can be said that the dis-
tribution of expenditure is more unequal among rural households than
among other households. This however may be due to a skewness induced by
using expenditﬁres rather than income in a more purely subsistance eco-
nomy as compared to nomadic and urban economies which are more integrated
into the cash economy. The lorenz diagram suggests that some 80% of rural
households have less than cna-ﬁhird the total rural expenditures., The
inference that this group, the lower 80% of the rural households, consti-
tutes the poorest of the poor is not completely unwarranted., Further the
Gini co-efficientéj calculated for the Somalia lorenz distribution is
0.60 (rural) and 0.42_(nomads). This is comparable to equivalent cal-
culations for Kenya (,6Q), Tanzania (.53), and Djbouti (.64). One would
expect approximately the same coefficient for most poorer LDC's and these
can be viewed as representative for the typical African country. Somalia

therefore i3 one of the poorest in per capita terms and typical in terms

of income distribution.

If it is accepted that expenditures are a direct function of income, then
the degree of paverty is greatest among the rural households, However,

the ILO report indicates that it is quite likely that rural households

3/ A Gini of 1.00 would imply perfect inequality of income distribution
with the last fraction of the population receiving 100 percent of the
income, A Gini of 0.00 implies perfect equality with each fractien
of the population receiving the same fraction of income, It thus
provides a useful means of comparing income distributions over time
Or among countries,

e



underreported expenditures because of an underéstimation of the sub-
sistence (income in kind) component of their income (expenditures). In
addition Table 1 shows 54.3% of households in the same survey registered
expenditures of $87 per year or less. The rural households, settled
agriculturalists, were the largest group. It is important to note that
Table 1 households are located in the most favorable rainfed area in the
country in terms of income expectations from agricultural pursuits, This
suggests that rural househclds in nearly all other parts of the country
would havellawer incomes due to less advantageous envirommental conditions
for agricultural production and livestock raising. The same Table iden-
tifies relatively more affluent groups, particularly in the case of urban
households, It is noted that 40% of.them have annual expenditures of
$800 or higher. They typically consist of private sector entrepreneurs,
workers in distributive trades, transport services, small manufacturing,
construction/engineering firms and public sector employees, Of course
the cost of sqbsistence living in urban areas is much higher tham-rural

areas since all housing, food, ete must be purchased,

In addition, the nomadic and rural sectors contain groups with higher
expenditures, They would be made up of large private farmers, absentee
livestock owners, and people working part or full time on public sector
epterprises, In any case, the Table and the lLorenz diagram tend to support
the contention that there i3 an extremely poor majority in Scﬁalia and that
it is composed primarily of non-urban people engaged in subsistence agri-
culture, 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, though 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 house-
hold expenditures does not support that contention.. Moreover, the urban
poor seem to be a group the composition.which is in constant flux. Many

go to urban areas for limited periods of time only during severe drought

or in times of comparable adversity, When conditions improve they return
to rural pursuits - nomadism in some cases, OQthers seem to migrate to
urban areas during the dry season each year and then return to their cus-
tomary rural areas, Because of this seasonal migration, some urban areas
experience a 25 percent to 30 percent populétion change over the year. In
any event the Government finds it less difficult to provide some assistance
to the urban poor, limited though it may be, than it does for the countyy's

rural population.

As noted above, it is estimated that at least 80 percent of the population
of Somalia live at the subsistence level, Tor all of the population,

4f
however, diets tend to be inadequate, unmbalanced or both, In Technical

Paper No. 9 of I10 77, the results of a mid-1960 food consumption survey

of FAQO are reported. The following table is presented from that report:

4/ See Ammex III dealing with health and related matters.
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TABLE 2
ACTUAL AND REQUIRED NUTRITIONAL LEVELS

(1964)

Calories Protein (Grams)

Re~- Actual . Def, as Actual Def, as

Location guired Consum, Def, 7 of Req, Req. Consum. Def, % of Req,

URBAN:
Hargelsa 2169 1736 413 20,0 62,8 51.0 11,8 18.8
Burao 2225 2010 215 9.7 64,0 61.0 3.0 4.7
Berbera 2212 1746 466 21.1 65.0 45,0 20.0 30.8
Eriqare 2200 1969 231 10,5 65.0 54,0 11.0 16,9
Laskoray 2200 2206 (=) — 65,0 52.0 13.0 20,0
RURAL: .
Balad 2209 2267 (=) — 64,7 55.0 9.7 15.0
Warseck 2347 2104 244 10.4 67.0 50,0 17.0 25.4
NOMADIC
AREAS : 2160 1065* 1095 50.7 64.8 32.5% 32.3 49.8

* Survey was conducted during dry season. Nomads affected more adversely
than others,

Source: FAO: Food cOnsﬁmpticn Survey. Reported in "II0 77" Technical
Paper #9.




Though the survey suggests that undernocurishment and malnutrition is wide-
spread in Somalia, it reveals that these conditions are particularly se#ere
among the nomads and the rural population.- Additionally, diets of the
Somali generally tend to be quite deficient with respect to important
vitamins, The first Somali National Nutrition Conference was held in July
1979 with assistance of AID. The conference, in recognition of the country's
nutritional deficiencies, recommended a national nutrition sample survey,
introduction of a joint health/nutrition education program, a food com-
position study and the establishment of a Food and Nutrition Board which
wou14 coordinate the nationgl program to combat malnutrition. In additionm,
the USAID projects in Health and Agriculture will give particular em-

phasis in raising level of awareness of the importance of nutrition,

No life expectancy figure unique to the rural population is available,
however, the estimated life expectancy at birth for the population at

large is about 40 to 41 years, It seems reascnable to suppose that the
envirommental rigors to which the nomads and cultivators are subject

would translate to a life expectancy on the low side of the estimate for the
entire population.i/

As in the case of life expectancy estimates, no infant mortality estimates
for the rural population as distinct from the population at large are
available. For the population generally the infant mortality rate is

estimated at 177 per 1000 births,
In regard to the literacy rate in Semalia, in 1972 it was estimated to be

3/ See Annex III dealing with health and related matters,



no higher than 5 percent, but by mid-1976, it was believed that neagly
60 percent of the overall population had a fair degree of literacy.-/
The mass literacy program commenced in 1973 and conducted through 1975
was not confined to urban areas and special preparations were included
to extend the effort among rural groups including nomads. Though the
mass litaracy program involved the new Somali script (Latin orthography
adopted in 1572), a considerable amount of education is still conducted

in Arabic in Roranic schools., Koranic teachers still travel with nomadic

groups and many nomadic children receive no other education.

A pilot survey of nomadic households conducted in northerm Somalia in

the area around Burac im 1573 indicated an average size household of

5.75 persoms, The average household owned 110 sheep and goats, 20 camels
and 8 head of cattle, It is estimated that the average household re-
quires at least 70 shueep and goats to provide a minimm subsistence level
of living since no more than half the animals are providing milk at any
one time, Some 50 percent of the population was less than 15 years of age,
The ratio of males to females among the nomadic population surveyed was

106 to 100, For the population at large the ratio is believed to be

slightly higher.

According to the estimates made in connection with the survey, a birth
rate of 3,9 percent and a death rate of 2,1 percent were indicated; thus,
a 1.8 percent annual rate of patural increase is implied, As noted in

Annex I, the annual population growth rate for the entire country is

6/ See Annex VI dealing with education in Somalia,



10

estimated at between 2.4 percent and 3.0 percent, and 2 recent govermment

publication states that the estimated population is 5 million and is
7/
increasing at an annual rate of 2,83,

8/
Finally, the Physical Quality of Life Index (PQLI) for Somalia has

been computed at 19 which is among the lowest on the United Nations'
9/
list of the 28 least developed countries. It is reasonably certain

that for the rural portion of the Somali population the PQLI is even

less than 19.

7/ See Special Statistical Issue: (Central Statistical Department,
State Planning Commission, Mogadishu (October 1979).

8/ See The Physical Quality of Life Index based on life expectancy
at age one, infant mortality rate and the literacy rate. As such
it provides a useful supplement to per capita GNP as a measure of
economic welfare, It ranges from a high of 97.3 in Sweden to 14,3
in Niger. At 19, Somalia is well within the lower end of the PQLI
spectrum,

9/ See the United States and World Develcpment: Agenda 1977, New York:
Overseas Development Council, Annex "AM.
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PART B

KEY FACTORS CONTRIBUTING TO POVERTY

Some of the more serious problems and constraints that make it difficult
to improve the lot of the target group are both environmental and techno-
lagical, neither easily addressed., The land tends to provide inadequate_
nutrition for livestock. This is largely due to lack of water and range
management practices and only partly to browse and forage limitation.
Many of the forage and bfowse species found in the range arsas of Somalia
are highly nutritious., However, over grazing is a serious problem con=-
tributing to low nutrition. Careful and systematic management of the
nations' ranges could help overcome this constraint by establishing range
reserves, encouraging the growth of more nutritious species, and by
strategic placement of controlled watar points, The production of agri-
cultural crops is low and irregular, not due 3o much to poor soils but

te poor agricultural practices, Improved low level technologies, once
introduced, could increase yields substantially and conserve scarce soil
moisture, It is true that the country is subject to periodic droughts
that profoundly affect agricultural production but there are also years
when rainfall is adequate for the twc annual cropping seasons, The most
serious drought occurred in the 1970s and lasted for three years straight
(73-75) and caused widespread dislocations. Another serious impediment
contributing to poverty and low agricultural productionm is the shortage
of water for human and livestock consumption.  Much of the cultivatable
land, approximately 90 percent, Is not utilized, except for grazing

because of inadequate domestic water supplies, Agricultural pursuits in
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Somalia can only be attempted where nearby reliable sources of water are

available,

Quite apart from the largely envirommental, technological and natural
resource constraints which hinder economic improvement of the poor major-
ity, there are infrastructure weaknesses, soclal service inadequacies,
institutional deficiencies, and inadequate financial base which contribute

to the social deprivation of the rural portion of the population,

Although information about cultivation practices and flock and herd
management practices is still limdited, utilization of more advanced agri-
cultural techniques adopted to local conditions could improve both crop
and livestock production, as well as help transform a harsh ecology to
better serve the poor. Early A,I,D, project activities indicate that
changes in sgricultural practicés could result in significant increases in
production. Some effort has been made also to provide training and drugs
and vaccines for livestock., This had limited effect on improving animal
health, primarily because of lack of medicine and trained veterinary

staff follow-up, Nearly all livestock exported ara live animals, generally
poor in condition, primarily because of the long trek from grazing areas
to ports, and thus income derived is significantly reduced, further con-
tributing to rural poverty. The delivery of agricultural and livestock
related support services must be strengthened if incomes and living
standards are to be raised. To a large extent, rural poverty stems from
poorly developed or entirely lacking infrastructure and institutions

needed to provide basic technical and social serwvices. This is true

both in the agriculture and livestock sectors. A national agricultural
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extension service is virutally nonexistent to carry to the small farmer
the basic agronomic and cultivation practices. Yet, agricultural secca-
dary school and university graduates are now being produced in appreci-
able numbers without being effectively utilized. There is a critical
need for the training and retrainigg of govermment agricultu:al personnel
to provide the supervision and guidance for these new entrants into the
rural economy and into the agriculture/livestock sectors. This approach
will help to establish a fully integrated agricultural/livestock national

extension service, a primary goal of the govermment,

The agricultural extension service needs much improvement and expansion

to raise the level of agricultural crop productiom to the level nacessary
to feed the pation, It is therefore essential that the GSDR make a

major effort to improve and expand its extension service through training
and applying proven middle level technology and research results with
small farmer extension service orientation. An improved country-wide
extension service would help bring about self-sufficiency in cereals and
adible oils in normal years, raise farmer incomes, promote soil and water
conservation practices, and expand government's revenue bhase, Equally
important is an integrated national extension service addressing the pro-
blems of the livestock sector and the nomadic population inexorably linked
to a transhumant culture, The livestock sector is the single most important
element of the Somali economy and the main foreign exchange earner,
Priority support giveﬁ to both sectors could significantly enhaﬁce the

long-tarm prospect of Somalia's economic viability,
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The tertiary system of transport in Somalia 13 inadequately developed.
As a result crop production and marketing is ;estricted and the quantity
of livestock availlable for export is curtailed. During the two rainy
seasons access to farmers to purchase produce, and provide agricultural
services is extremely difficult and in many cases impossible. This is

a significant constraint to production and reduces rural incomes,

As noted throughout the Annexes, which deal with the major economic and
social questions of the Somali economy, the lack of properly traired man=-
power and an inadequate supply of needed skilled tachnicians is a rather
pervasive conatraint to economic development and a major factor for in-
adequate economic progress, Contributing to the manpower problem is the
major exodus of both skilled and semi-skilled Somalis who emigrate to the
Arab states seeking higher wages and improved employment prospects. This
was the result of the new Socialist Government of Somalia policy to reduce
and control wages and introduce other unpopular austerity measures. This
situation now appears to have abated and the govermment is giving serious
consideration to price wage readjustments in consultation with the IMF,
and appreciable numbers of emizrants are returning in response to recent
liberation policies, Nevertheless manpower constraints are especially
obvious at middle levels in most govermment ministries and institutions,
and adversely affect efforts to reach the rural poor. Consequently,
appropriate persomnel are not available to provide the extension services
needed to expand the productivity of the agriculture and livestock sectors
or provide essential services in other sectors wnich could improve living

3tandards and incomes.
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Personnel needed for compiling technical and statistical information and
data required for systematic development planning is extremely weak, In=-
adequate data concerning the performance of the economy and the incon-
sistencies in data which does exist is also a major handicap in analyzing
the economy and makes development of proposals to assist the expansion

of the economy more difficult,

Since trained personnel and reliable and thorough economic information and
a statistical gathering system are mostly lacking, economic planning is
seriously hindered and project preparation is time consuming and in-
adequate, The absence of such planning and project preparation are con-
straints to orderly allocation of scarce resocurces to priority needs and
coctribute to poverty of the target groups, A number of well-developed
téchnical proposals and feasihility studies have been completed for
Somalia., However, trained pebple are needed to make full use of them, The
government, ;w#re of these inadequacies has now obtained assistance of
international and biléteral agencies to help strengthen various depart-

ments of the State Planning Commission.

Inadequate or often nonexistent minimal health services in the rural areas
not only contribute to a low quality of life but is a major contributing
factor to low productivity because of 1ill health, Providing health services
to the rural population is a difficult problem and even more so for the
nomadic groups., Because of this, government health expenditures have been
largely directed roward the urban population and major rural centers,

However, the Ministry of Health now plans to give emphasis to providing

basic health services to rural areas wizh external assistince and an=



couragement., In addition to meeting primary health needs, nutritionmal
education will be introduced at Primary Health Care and MCE Centers as
part of an outreach program, Dietary deficiencies which include vitamins
MA" and "C" ia addition to a low protein intake, have been responsible for
wide spread maloutrition, low resistence to disease and a high infant mor-

tality rate,

Problems also exist with respect to providing education and training

for both children and the adults of the rural poor. Though the mass
literacy program involved a major effort and was fairly successful

among the rural pecoples including nomads, additional follow~up is needed,
The Ministry of Education's program has stressed providing instruction
at fixed urban locations, as a result children of rural parents have

had little educaticnal cpportunities and nomadic children generally
receive the limited educational experiences provided by Koranic teachers,
There is growing evidence that rural education, including additiomal
opportunities for nomads, will be given greater emphasis., Adult educa-
tion and retraining for the rural population has been inadequate and
needs to be strengthened, The problem here, as in other areas, is the
lack of appropriate programs, trained teachers, and public finamcing.

An emerging problem is the increasing numbers of school leavers who are
inadequately trained or provided with merchantable skills, and are not
easily absorbed in the work force. The result is a growing and poten=-
tially volatile g?oup who afe dﬁémﬁloféd or under-employed, resentful
and a source of instability. Although govermment is committed to policy

of employment of all zraduates, this is not a viable long-term soclution
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given Somalia's present economic circumstances,

A key constraint contributing to poverty and restraining development in
all sectors is Somalia's especially vulnerable economy, subject to fluc-
tuating external influences, dependent to a large extent on one main
export (live animals), and handicapped by a fragile revenue base and

staggering increases in the price of oil.

Somalja's fragile economy is claarly demonstrated by its budgetary position.

Since 1973, it experienced persistent budgetary deficits of increasing
severity. 1In 1978 the overall deficit was So. Shgs, 685 million. This
deficit was made up largely from extermnal leoans and grants but nearly
one fifth of the total was covered through Central Bank financing. The
govermment predicts a sizeable reductiom in the overall 1979 deficit, as
much as 50 percent, but tﬁis does not seem likely with the extraordinary
unbudgeted expenditures it has been forced to make to support the huge

refugee population in the country, mow estimated at over one million,

The main cause of GSDR budzetary and fiscal problems lies.in its narrow
and generally weak revenue base, The main sources of government revenue
are direct taxes on individuals, property, goods and services, inter-
national trade and transactions, import custows, export levies and nontax
reﬁenues mostly'frcm public enterprises, Government prospects for ex-
pandihg its revenue base to cover development expenses are not promising,
There appéars to be some inelasticity in revenﬁe gained from direct tax
sources, and even small increases in ravenues from public enterprises

are doubtful unless they become more efficient than they are at present.
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Therefore, it seems evident that current revenue has been and will continue
to be inadequate to meet ordinary budget requirements much less to provide
the surplus need to help finance their development expenditures. (See

Annex VI for further details on Central Govermment budget,)

Somalia‘s bglance of payment position cam not be considered any more
buoyant than its budgetary prospects. It continues to suffer from chronic
current account balance of payment difficulties of varying degrees of
severity, stamming from negative balances in the goods and services cate-
gory. 1In 1977 the balance on goods and services amounted to a négative
balance of 885.2 million So. Sh. The deficit for 1978 was signigicantly
higher increasing to So. Sh. 1,107.1 million. The cause of these con-
tinuing negative balances is the disproportionats large gap between export
earnings and rapidly rising imporﬁs. Tﬁese adversa b#lances can only have
serious braking consequences for planners attempting to determine resource

availabilities for development purposes,

Thege deficits were ma&e up almost entirely by very large official

capital movements, and in 1977 they amounted to 354.9 milliom So. Sh.
(nearly US$ 70 million) and in 1978 they were up to S¢, Sh., 528.5 million
(nearly $90 million) leaving deficits on the current account of 179
million in 1977 and 51.8 million in 1978, These external resource trans-
fers cloud the potential difficulties that could arise over time for an
economy relying so heavily on externmal sssistance to meet foreign exchange
requirements for budgetary and development purposes. Although a large

percentage of the external source tramsfers have been grant or con-
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cessional there is recent evidence that terms are hardening for the
Somalis (further details on Somali's balance of payment situation are

contained in Annex V).

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

S0. Sh, 609.1 million (USS 98.4 million) amounted to but five months of
imports at CIF rates and reacent igrveys indicate FX reserve has de~
creased to 4-86 weeks of imports.-"/ Though Somalia'’s balance of payments
shows an addition to FX reserves for the past three years,'these additions
have been declining in magnitude each year and are attributable as noted
above to very favorable unilateral external transfers and capital flows,

This year appears to show a reversal of this trend and a sericus deterior-

ation of their FX reserve position,

As could be expected, GSDR debt is becoming significantly larger and
debt service payments are steadily rising. Debt servicing payments in
1977 increased to So. Sh. 67.9 million (US$ 10,93 million) creating a
service ratio of 9,6 percent, Debt payments can be expected to continue
to rise over the next several years and will probably be difficult for
GSDR to service given its unfavorable trade position and heavy'depend-
ence on foreign loans and grants, Under these circumstances, GSDR will
not only be dependent on external support, particularly grant transfers,

but it will also have to make a major effort to expand its internal

12/ Estimates of IMF in its "Somalia: Recent Economic Developments"
February 16, 1978, prepared in connection with the Article XIV
consultation. Referred to hereafter as "IMF 1978", See Annex V
for recent racord of foreign exchange holdings and balance of
sayment data,
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revenue base primarily through increases in agriculture, crop and
livestock production and enlarge its foreign exchange earnings through

the promotion of exports.

The GSDR continues to be committad to a develcpment policy based on

growth with equity, but it can be seen from the preceeding section that
resource limitations in a aumber of critical areas have impeded satis-
factory growth, Equally important it has restricted the governmentfs
capacity to provide the kind of minimal essential services for the

rural poor which they have now come to axpect., There is obvious
dissatisfaction over government wage and price policies as well as in
other areas leading to disincentives to production and the lackluster
performance of private and public sector employees, In recognition of
these‘factors the govermment is in the process, in cooperation with IMF
and other extermal agencies, of examining approaches viable in the context
of a small developing 2ccnomy which could help modify its previous develop=
ment strategy based on disproportionate emphasis on public sector invest-

ment at the expense of a more balanced allocation of resources,
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PART C

PROGRESS AND COMMITMENT

While much remains to be done in terms of social and economic development,

few countries have progressed as far as Somalia over the past decade in ferms

of equity and instilling a desire for development and order. This statement
exists against the background of a number of factors -- the chaotic disorder
that prevailed in the 1960s, the nature of the land, and climate, the lack of
natural resources and the characteristics inherent in a nomadic people. Perhaps
the emphasis was too heavy on order, politicalization of the people, state farms
and industrialization at the expense of small agriculture holdings and basic¢
services for the rural population. However, this trend has shifted and
priorities have been rea]ﬁgned. The rural population is receiving increased
attention and a share of credit for this redirecting of priorities lies with

the reestablished AID program.

The above is not to say that government since the early days of revolution

in 1969 has not had the rural poor uppermost in mind; however, it was then
felt the first task was to consclidate the revolution and build a human
infrastructure, both political and ministry related, throughout the country.
Once thié was fully underway, the mass literacy campaign of 1973 to 1975 was
introduced. However, an extremely severe drought struck in those same years
and government attention shifted to caring for and resettling drought'affected
nomads. This was followed by the war in the Ogaden, the expulsion of the
Russians, and now a renewed commitment to development with equity. A recent

11/
article in the Horn of Africa by an American Professor gives an outside view

that “ully confims the policies and attitude cf this country. The auther

11/ Horn of Africa; Sccio-cconcomic Deveicpment in Scmalia; April/June 1670
Craries Seshekter,
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starts off by saying, "Samalia is a poor country that has honestly tried to -
improve itself through efficient and human programs to resolve the plight

of the nation's poor majority."

Later, he continues with specifics. "“In the past decade,Somalia adopted

a modern script fof ifs previousiy unwritten language, launched massive
campaigns that boosted literacy from 5 to 60 percent, fought a devestating
drought by resettling 200,000 destitute nomads in farming and fishing
communities, implemented a pubiic health program that reduced the incidents
cf malaria and eradicated smallpox, narrowed government salary divergences,
and channelled foreign aid into projects directed at the needs of the poorest

sections of the population,

"The number of beop1é per doctdr has declined from 21,000 to 14,000,
available clean water increased from 15 to 30 percent of the population, and
1ife expectancy rose from 28 years to 41 years in the same period. In 1970
only 7 percent of primary school age children were actually enrolled;

in 1977 it was 28 percent. Primary and secondary student populations rose
from 56,000 in 1970 to 243,000 in 1978 and the population of females rose

from 20 to 35 percent."

The author also remarked, "At considerable risk for a Muslim country, women

are encouraged to take an active roile in national development.”

The Government of Somalia has exhibited a determimed and courageous attempt

to promote social and economic development from its own resources. It has
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revised its public finance structure by decreasing salaries of
government employees and revising and modifying the tax structure. As
noted in Annex II, Somalia collects in tax revenues an amount'per capita
which the World Bank considers guite high by comparison with developing
economies generally., To the extent tax and non-tax revenues have
- exceeded ordinary expenditures, the GSDR has utilized the surplus for
development purposes. X/
Development plans and activities of the Government of Somalia from
independence through 1977 devoted little attention to the nomadic population.
Relatively small allocations for settlement were - made and and practically
ne allocation for land development projects particularly benefitting the
nomads were made.lé! In the midst of the severe drought of 1973-75, however,
the government undertook a vast resettlement task. Some 270,000 nomads who
had Tost their means of subsistence were moved to temporary relief camps,
and with the return of favorable weather, over half these people resumed
their former nomadic life, However, some 120,000 nomads were resettled in
three agriculture locations in the interriverine areas and in fishing villages
along the coast. Some five years later over half these people have remained

and have taken up new lives as farmers and fishermen. This relatively high

settlement rate is considered a remarkable success by outside observers.

Since the settlement of the above areas was initiated, the Somalis now,

because of strife in Ethiopia and not drought, are finding the problem

12/ During the years of severe drought extraordinary expenditures for
relief and resettlement made inroads con the ordinary budget surplus.

13/ See: "Effectiveness of Foreign Aid - The Case of Semalia" by Ozey Memmet
in the Journal of Modern African Studies, Sept. 1, 1977, op 31-47.
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of settling refugees and displaced persons to be an unending task.

Thousands of refugees are crossing the border seeking assistance and a new
life. In December, 1979, UN Asgistant Secretary General Goundrey estimated
that the refugee population in and out of camps in Somalia would be over

1.0 million by the end of 1980. The immediate needs are a severe drain on
Somali resources, both human and material and the iong-term solution will
impact on the entire development program. However, the Somali Government

has accepted full responsibility for the care of these people even though
perhaps one-third of the total number are not ethnic Somalis. The government
has surveyed and set up camps in areas of agricultural potential realizing that
most of the refugees will not be able to return to their previous homes.

The Government of Somalia operates the camps on their own including supplying
building material, distributing food and providing formal education and health
care. Numerous foreign observers have stroné]y complemented the Somali effort
and success in caring for these people and have noted the honesty and

efficiency of the responsible Somali officials.

In addition to the items mentioned above, two other areas of government actions
stand out as being exemplary, education and the status of women. In terms

of fonna1 education opportunities, Somalia in 1975 declared universal free

and compulsory primary education for children from & to 14 years of age.

The effects of this decree both in terms of numbers and percent female

enrollment are apparent in the following table:
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Male-Female Primary and Secondary School Enrollment

Student Populaticn

Primary and

Years Secondary Male Female Ratio

1970/ 56,979 43,765 13,214 4,00:1
1971/72 66,867 51,199 15,678 3.40:1
1972/73 85,419 64,263 21,156 3.00:1
1973/74 103,659 75,027 28,632 2.60:1
1975/7¢ 224,317 148,076 76,241 1.95:1
1676/77 241,99 158,436 83,555 1.80:1
1977/78 284,495 183,992 100,503 1.82:1

Not cnly is there an abrupt doubiing of primary school attendance beginning
in 1675/76 but there is also an acceleratibn of the balancing of the ratic
of male to female students. The great strides forward in multipiying
enrollment five-fold in eight years (23 percent annual growth) occurred

at t he same time that the male/female ratio dropped from 4:1 to below 2:1.

The implementation of universal compulsory education has been more successful
in the urban areas‘and in the settied villages in rural areas. The Government
is present?y searching for a solution to the probiem of primary education

for nomadic children who constitute half of the youthful population. Centers
are being established at water points in selected areas to provide basic
services to nemads as well as primary boardihg schools for nomadic children.

Blans call fer incorverating seasonal scheols for areas where rainy seasen
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grazing is available and for mobile schools to follow the herds. Innovative

media approaches are also to be tried.

Primary school curriculums have been modified in recent years to place
increased emphasis on practical subjects. The nomadic primary school
curriculum calls for 25 percent of the time to be spent on literacy gnd
civics related subjects, 50 percent on animal husbandry and range related
topics, 10 percent on agriculture and 15 percent on health and fhygiene.
The curriculum in agricultural areas shifts the emphasis to 50 percent on

agriculture and 10 percent on animal husbandry.

In the non-formal subsector, the keystone in refent years has been the
literacy campaign which was waged with great fervor. It is estimated that
due to this campatgn over 60 percent of the population is able to read. Somali

and ié capable of some writing skill.

Other ministries are also providing various forms of non-formal educatioen.
The Ministries of Livestock, Agriculture and Health all have outreach programs

which are providing appropriate practical training to local populations.

Women are a particular target of numerous training and non-formal education
programs in addition to primary and secondary formal schooling. The Semali
Women's Democratic Organization has stimulated numerous activities dealing
with women. The Ministry of Education has a Women's Service Department

which is establishing skills training centers dealing with nutrition, child

health, home improvement, handicrafts and tailoring. To date these centers
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have trained over 5,000 women. In addition, over 400,000 women participated
in the literacy campaign. As result of the recent national election

December 30, 1979, six women were elected to the newly established parliament.
Women hold important positions fn the government such as the Director General
of the Ministry of Hlgher Education. Indeed few governments in the world
have been as definitive and forthcoming as the GSDR in improving the status

of women.

In 1974 when Islamic religious leaders were protestiﬁg againét a recently
enacted civil law that was contrary to Koranic Law (allowing women equal
1nher1tance rights), the Government took strong action aga1nst some of the more
prom1nent protestors. Laws have also been enacted that give women additional
rights in regard to marriage and divorce, again laws contrary to the strict

interbretation of the Koran.

The Somali po]icy to encourage popuiation growth, estimated at between

2.4 percent and 3.0 percent, stems from a number of understandable concerns.
If the country was transposed to North America, it would stretch from
Michigan to Vermont to Florida, and yet with a population of approximately

4 million.

Granted much of the land {s semi-arid and arid, but great sections éould
afford greater numbers énd sustain cultivation. Additionally another

reason of course relates to their long standing problem with the Ethiopians,
a country of over 30 million people. They have honest fears of encroachment:
by the Ethiopians and feel that they require an increasing population to

dis¢surage any excansionist oolicies.



-28-

The Government and the Ministry of Health recognize the value of child
spacing and have taken steps to encourage the practice. Birth control
pills are available in pharmacies in the bigger towns and they are used

by many urban women. Reaching the remaining population is a much more
difficult prob]ém in this sparsely populated country. However, the
Government has initiated a few substantial steps. A number of persons

- under AID sponsbrship have receijved family planning related training.

The people selected for the training have been key middle-level personnel,
Directors of MCH clinics and supervising nurses, who will have a broad
beneficial influence on the acceptance of family planning and the initiation
of specific measures. Personnel in the Central Statistics Department have
also been trained in Administration and Management of census programs,
and an American institution is going to assist this organization conduct
demographic surveys in two regions of the country in order to define
population characteristics. Another important step toward the acceptance
and practice of child spacing has been a recent visit by International
Planned Parenthood Federation. They were invited by the national women's
organization to assist in introducing family planning to Somalia. Their
reception was excellent and it appears that a local IPPF association will

be formed.



THE DEVEILOPMENT PLAN

As can be seen in Table I, the Five Year Development Program (FYDP,

' 1974«78), as planmned has considerable emphasis on the productive sectors
of the Somali economy, most notably to agriculture and infrastructure
which were to receive 31 percant and: 32 percent of planned expenditures

respectively.’

Problems stemming from the drought, world wide inflation, the increase in
the price of petroleum, delays in donor financed studies and supporting
programs, transport and materials bottlenecks and a shortage of skilled
manpower led to a rate of actual implementation well below the planned,
Overall actual expenditure amounted to 60 percent of revised levels with
the rate qf actual physical implementation even below this level. (How~
ever, in money terms the'guverﬁmeﬁt disbursed about 92 percant of the
2,750 billion originally planned.j A higher level of performance of the
revised FYDP prbbabLy could have been achieved had the constraints, noted
earlier, been less severe. The most notable implementation shortfalls
were in agriculture (with a -rate of 53 percent) and in social services
(with a rate of 42 percent). Within the social services sectér, éxpendi-

tures for health amounted to omly 26 percent of plammed levels.

The Three Year Development Program (TYDP) for the years 1979-81 focuses
mainly upon the completion and comsolidation of projects begun during the
FYDP plus new projects censidered to be of high priority, Although it
provides some insights into Govermment of Somalia priofities and inten-

tions, the Three Year De#elopmeut Plan {is more of a ligting of problems
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and projects than a phased commitment ¢f resources to meet economic and
social goals. The TYDP plan forecasted a rate of economic growth between
5 and 10 percent but did not clearly relate to the level and composition
of investment, The sectoral allocations of planned expenditure and the

sources of planned financing are detailed in Table II.

The plan itself is highly ambitious. As is noted in Table IIT, pianned
expenditures over the period 1979-8l are projected at slightly over twice
their actual level over the lénger 1974~1978 period., Even allowing for
inflation, past performance would suggest that the GSDR will face great
difficulty in achieving the goals identified. Much will depend on the
increased effactiveness of the civil service and the speed at.which
external dopors, supportive of the plan, can mobilize and get their

programs launched. -

In addition to being highly ambitious, the plan is also heavily dependent
upon external sources for its finanmcing, External sources are expected
to account for 54 percent of total blan éosts, with the bulk of this, as
befits Somalia's economic ciréumstances, to be provided through grants
and concessional lcans. While commitments for some of this financing

have already been made, a substantial portion has yet to be obtained.

In addition to external considerations beyond the govermment's control,
world wide inflation and the\increasingly serious refugee problem, the
‘plan‘s éucce;s willrlargely &epénd oﬁ ﬁﬁeﬁher Somali expectations for

external and domestic financing will reach projected levels, Although

some donors are considéring debt rescheduling and converting leans to
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grants, Somalia can expect to encountar more difficulty in obtaining
concessionary grant external assistance approaching previous high levels,
The TYDP also depends on domestic sources for 36 percent of pian fipancing.
Approximately three quarters of this financing is expected from central
budget surplus, Given the decreasing budgetary surplus overe-crdinary
expeﬁses-to the extent that reYenues were less than.ordinafy expenses
(non=development budget) in 1979, it would appear that development
financing anticipated from budget surplus may be overly optimistic,
Continued government borrowings from the Central Bank can be expected

for this purpose but it has inherent disadvantages particularly over the

long term.

In spite of its general and tentative nature, as was the case in the
FYﬁP; the TYDP_pLan gives priority to the productive and social sectors
of the economy, Agriculture alone is to receive 22,6 pefcent of the
total up from 15.1 percent in previous plan gnd the share devoted to
livestock increased sharply over five year plan levels from 3.8 to 8.9
percent, The goal hgre is gelf-gufficiency in food grains, the expan-
sion and diversification of the export base and the reductien of agri-

cultural imports.

In the social service area, education, which the Govermment of Somalia
views as the most critical of the social services, will receive 7 percent
of total expenditures., This 1is very nearly a 100 percent increase and

in terms of most LDCs is a high percentage of a country's development
budget. Further it must be considered to be even higher when the educa-

tion and training elements included in the other develovment sectors are
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taken into account,

The percentage of development expenditures overall for the productive

and social sectors rose from 27,7 to 48.8 percent, The new TYDP
represents s best effort approach to rationalize the shortfalls in
implemeﬁtation of the FYDf, and to identify the development priorities
from 1980, It was a joint effort including both Somalis and expatriates,
mostly UN advisors. The GSDR recognizes it is not the perfect document
and is strengthening the State Plamming Commission in preparation for a
loager term more integrated planning document. They will .be assisted in

this by experts from FRG, ODM and IBRD.

The.plan calls for: priority to be given to the productivity of existing
agsets, and for decentralizahion'qf decision making and a regionally
balanced provision of basic human needs. In this connection the new
plan provides for a new plan sector, regional developﬁent, which will
help insure that more deve}opment resources reach the poorest majority
segment of the population located in the rurgl areas, It also notes
the importance of price incentives, production inputs and marketing
services for the agricultural sector and recognizes the critical role
which can be played by the small farmer and herder, Taken at face
value, the plan represents a clear recognition that, given its limited
resource base and low level of development, Somalia must emphasize the
grbwth element.of the gr&wth/eﬁuity-équation. Further, it appears to
repregent a clear recognition that, into the immediate future, agri-

culture/livestock sector must provide the maior socurce of foreign
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exchange earnings and domestic incomes, thus providing the economic
base for an improvement in the lavel of economic welfare and social
services of Somalia's poor majority. The Govermment of Somalia contin-
ues to be more public sector oriented as reflected in TYDP although
thers are increasing ev1dences that policy makers recognize a need for
more balanced development thus they have taken steps to encourage
greater private sector participation by providing additional incentives

to small farme and pastoral groups,

Foreign investments are being encouraged and at.least cne American oil
firm has reached an agreement on an exploratory ptogram. However, the
TYDP still allocates much of its development resources to state owned
enterprises or government projects, many designed and launched in the

first FYDP.

Along with the IMF, govermment is reviewing agricultural price policies,
aware that price incentives alone may be inadequate to achieve the
production increased desired. Pivotal to a reorientation of the govern-
ment’'s development strategy is also the question of monitory reform
linked to realigmment of the Somali Shilling to other internmatiomal
currencies.r Dependence on Central Bank financing must be reduced and
savings in domestic expenditures continue to outstrip revenues with

inflationary results, The entire question of adequate compensation for

public and private sector employees must alsc be addressed,

A,I.D.'s assistance strategy for Somalia therefore must be developed with

an awareness of the wide range of economic issues and constraints that
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must be taken into account, Under the leadership of the IBRD and the
IMF, A.I.D. should be prepared to participate in a dialogue with the
Government of Somalia to promote and introduce constructive policy
change, appropriate to one of the poorest LDC's through which sectoral
and PL 480 assistance could encourage and support, and incorporate in

a2 multi-year ecomomic stabilization program.
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TABLE I
Planned and Actual Implementation of the Five Year
Development Program 1974 - 1978
(In millions of Somalia Shillings and in percentages)

Plamned " " Actual _

Expenditures Expenditures Implementation

1974=-78 1974=-78 Rate
Agriculture 1,799.9 (31.44%) 953.0 (27.72%) 52,9%
Industry & Mining 1,076.0 (18.80%) 900.2 (26.18%) 83.7%
Economic Infrastructure 1,834,5 (32.05%) 1,103.1 (32,09%) 60,17%
Social Infrastructure  887.6 (15.5%) 374.2 (10,88%) 42,27,
General and Local :

Administration 87.5 ¢ 1.53%) 52.4 ( L.52%) 59.9%

Other. Sectors - ) - 39,2 (- .687) 55,2 ( L.61%) 140.8%
Total 5,724.,7 ( 100% ) 3,438.0 ( 100% ) 60,17

Source: Somalia, Recent Economic Developments IMF,

August 1979,

1/ Revised in 1978 to include inflation over period of the plan,
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TABLE II

The Three Year Development Plan
1979 = 1981

Planned Development Expenditures and Financing

(;gfmillions of Somalia Shillings & in percentage)

Planned Financing

Domestic Finance 2,584,8 36.39%
Poreign Filnance %4,518.5 63.61%
Grant _ (2,068.0) (29.12%)
Concessional Loan (2,035.0) (28.66%)
Suppliers Credits (415,0) (5.84%)

Total 7,103.3 100.0%

Source: Three Year Development Program

State Planning Commission
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TABLE ITI

The Five Year and Three Year Development Plans

(Millions of Somali Shillings and Percent)

Five Year Plan Three Year Plan
197478 _ 1979-81

Percentage
Actual Expenditures Planned Expenditures Change

Agriculture 853.0 2,515.6 + 1647
Livestock ‘ 161.3 630.8. + 2917%
Crops | . 544.9 1,603,9 + 1947
Forestry 83.4 14,5 | - 83%
Fisheries | 163.2 266.4 -+ 63%
Mining.and Industry - 900.2 1,279.2 S+ 427
Ecénomic | - . - . |

Infrastructure 1,103.1 2,041,1 + 85%
Education 232.3 522.5 + 125%
Health _ 55.6 101.4 + 82%
Other | 193.8 ' 643,5 + 2327
Total 3,438,0 7,103,3 - + 107%

Source: Three Year Development Program
State Planning Commission

Somalia: Recent Economic Developments
IMF August 1976, - -
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PART E

ABSORBTIVE CAPACITY

The question of absorbtive capacity in Somalia is primarily dependent upon
two factors, availability of sufficient manpower to implement and the adequacy
of government budgets to cover recurrent costs both during the project and

post project.

Although Somalia receives massive inputs of donor assistance, most of this
assistance is in the form of very capital intensive development. Much of

this capital intensive assistance is in the fndustr1a1 sector developing
self-sufficient enterprises such as the oil refinery, éugar mills, etc. which
will not be a significant recurrent cost burden. Other major capital projects
such as the port afe earning revenues in excess of their recurrent costs and
thus contributing to the goverrment coffers. Other projects, particularly

the roaq,projégts; have added to the recurrent cost requiréments of the GSDR’
in excess of the direct revenues they generate. Capital intensive agricultural
sector p}oject; of the paét 10 years have proven to pose a significant
recurrent cost burden and the govermment is presently examining the state

farmms to define a solution.

The recent emphasis on reaching the rural areas carries with it future
recurrent cost implications. The government is aware of these implications
and is using various approaches to minimize the burden. In the health sector,
they intend to shift budget allocations from hospital oriented curative
services to follow their priorities to the rural oriented preventive

medicine and reférra1 system approach. Likewise in the agricultural sector
they intend to reallocate their resources from the state farms to the rural

extension service.
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In the area of water development the government intends to increase its
water charges to cover increasing operating and maintenance costs. In the
rangelands programs it intends to develop the herders' capability to manage

reserves thus minimizing the need for government staff.

The Ministry of Finance is involved ina reviewof all projects and gives
serious consideratﬁdn to the fecurrént cosi'questidn. They are currentTy'
considering a program of expanded user fees to recover costs directiy from

the heneficiaries.

As discussed elsewhere in the CDSS, the single greatest impact on the
overall recurrent cost situation would be a readjustment in government
salary rates to a more reasonable scale. The impacts on recurrent costs

of such a policy will be examined thoroughly prior to setting the policy.

On the human resource side. the large capital projects similarly pose a minor
drain on the skilled manpower base. They require a small management and
technical cadre but not large numbers. On the other hand, the rural oriented
programs present a heavier burden. The burden has been minimized using a
pyramidal system based on a small number of highly trained staff and a large
number of minimally trained-village workers, field extension agents, village

health workers, etc.

We have designed projects with the understanding that the human resource
base is weak and therefore have brought in operational technical assistance
to get the program moving. This TA is complemented by the establishment of

training institutions to provide practical training at all levels of the pyramid.



-40-

We anticipate that the training of staff will be less of a prablem than
retention of the staff following training. Low govermment salaries and lack

of incentives make it difficult to retain staff, particularly in rural areas.
USAID does not want to move into paying incentives or topping up salaries

from project funds as a short-term solution because we feel that this would
only delay the difffcult decisions necessary to resolve the problem. We prefer

to see this addressed on a macro-level.

In general, despite the constraints discusséd above, the GSDR has demonstrated
a capability to get work accomplished. The small number of capable well-
trained civil servants quickly reach high levels where they can effectively
have impacts on development. Great autonomy is given to ministries and
aggncies, thus minimizing bureaucratic bottlenecks. Sertous delays in
‘project implementation are ﬁue mare-ofﬁen to the need to fe]y.entire1y :

on imported materials than a lack of government support. The Somalis appear

to be masters at doing a 1ot with very little.
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PART F
QTHER DONORS

Somalia 1s a country which enjoys avid interest from numerous donors, both
Eastern and Western, Based on 1978 data, Somalia received $37,000,000 in
technical assistance, the same amount received in 1977, and commitments for
multi-year capital projects rose from $701 million to $798 million. If we
assumé thaf muffiiiear éapita]IiS dfgburséd over five years, the total annua1
disbursement in 1977 was $17% mi1110n.rising to $195 million in 1978. Food
aid contributed an additional $30 miilion thus making this country of around

4 mi1lion people recipient of $225 miliion in foreign assistance in 1978.

Counting annual technical assistance anq pro~rated capital assistance for
1978, the United Arab Emirates was the largest donor with their entire
contribution going for two projects, the Berberé-Burao road and a sugar
factory. at Gé!fb. Saudi. Araﬁia“was.nexthwith the bulk of its funds'going
toward a textile plant, construction of the university, and to tﬁé Gelib
sugar factory, China followed with the north-south road, which was stil]
being constructed in 1978, the Fanole Dam and other minor projects including
the drilling of urban wells. The above multi-year contributions --

UAE $126 million, Saudi Arabia $112 miliion and China $108 million -- all
went toward financing large capital/infrastructure projects.. The next four
largest donors: IBRD $87 miliion, EEC $83 million, Iraq $60 million and
Kuwait $47 million, primarily financed construction. The World Bank was

involved in some 11 projects in 1978 in the sectors of transportation,
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education, livestock, agriculture, settlement and port construction.

IDA credits have been primarily for capital intensive works only recently
moving to rural development. The EEC contribution, with the exception of

$3 million in technical assistance, was for capital projects including

the university, the port and a road. Also in the case of Iraq and Kuwait,
their contributions financed capital projects, namely an oil refinery and an,
electric power station. The same was true of the next range of doners --
AFESD $50 million, West Germany $25 million {not counting $7 million in TA
in 1978), North Korea $25 miTlion and ADF $20 million.

Technical assistance is supplied primarily by the UN group with an annual
Tevel of $10.3 million in 1980 with a small decrease planned for 1981.

This group is led by UNDP at $6.5 million and WHO at $2.4 million. Bilateral
donors such as the FRG providing $§7 million of technical assistance, the
British providingu$§ million and numerous other smaller programs contribute -
the techniéa] assistance package. The USAID contribution wilT be the

largest bilateral technical assistance program.

AID is the largest provider of food aid followed by WFP with an annual program
of approximately $11,000,000 and then the EEC, Italy and numerous other

minor donors.

The problems of the massive influx of refugees is one which many donors have
rallied around to support. The total requirement of $56,000,000 in food aid
and $15,000,000 in non-food. aid has been about 55 percent subscribed by donor
including USAID, EEC, WFP, UNHCR, Sweden, France, Italy, Netherlands.
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The emergency needs are great and increasing on a daily basis and are
1ikely to continue. Beyond the emergency program, a longer term program

to integrate the refugees into the economy will require major donor financing.

Donor coordination is viewed as being of great importance in this country
which relies on donor inputs to finance nearly- its entire development budget.
A coordinative umit has been established in the State Planning Commission to
coordinate donor inputs and the donors meet as a group on a monthly basis.

In sectors where donbr projects overlap the particular donors involved meet

often to assure coordination and a common approach.

Many projects enjoy joint financing and recently AID joihed with IDA, IFAD,
ADF and WFP in developing three multi-donor projects in the agriculture

sector. A joint IBRD/AID agriéu]tura1_sectdr_survey.was undertaken and_p1ans‘_
aferundefwéy for AID participation in an upcoming IMF economic review. = These

factors all contribute to a strengthening of interdonor coordination.
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PART G

AID ASSISTANCE STRATEGY

The first Country Strategy Statement (CDSS FY 1981} was a sectoral strategy
identifying the severe shortages of trained manpower as the principal
constraint to develerment. The A.I.D. program concentrated its efforts

and resources mainly on two critical sectors, agricultural/livestock and
bealth. This program gave primary emphasis to manpower training with
technical assistance providing the main driving force. However, we were
alsc aware of multi-sector macro-constraints alsc adversely affecting
development in Scmalia. In the FY 1981 CTSS strategy sector, we specifically
raised the possibility of a cammdity support program in view of Samalia's
heavy dependence on external resource flows for development and balance of
paymmt needs. To part..a.uy address these mac:ro-constra:.nts we proposed
mEYBlchS, substantial PL 480 reésources. Now in addition to sector and
racro-constraints the GSDR is being overwhelmed by a mammoth refugee
problem which will take years to stabilize and normalize.

A develcrment program for Samalia must be viewed fram two perspectives in
order to properly address the problems, First, the structures and systems
within various sectors must be made capable of maintaining development with-
in the sector, and éeccndlymmerousmlti—sectoral macro-constraints must
be addressed to allow the sectoral developments to proceed. In addition to
the camplexity imposed by recenciling the develcopment thrust with development
constraints we must view all of this in the context of time since the most
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desirable short-term solution is not often the most desirable long-term cne.
Samalia is in dire need of providing both the sbort-texm and leng-term
solutions to moving development while simultaneocusly removing constraints.

The development strateqy p:;eserated in the 1981 CISS provided significant
insight into our soluticns for providing the impetus for development x.n

the health and agricultural sectors and we feel that this limited strategy
remains valid for those sectors. However, we believe that it is imperative
that we expand our horizens to provide greater emphasis on the multi-sectoral
constraints which our analysis indicates can be significant krakes on
develogmtalnmmtmmdassuchcanlimitthemccessofourpmject;

The critdical milti-sectoral constraints which cannct effectively be
addressed within sectoral projects include financial constraints such as
the balance of payments situaticn and the budget deficits, the wmcertainty
of adequate water supplies country-wide, the ncn-availability of materials,
arxdthescarc1tyof12'amedmnpowermaneconmuc Secters.

Our current project portfolio which focuses primarily on development within
the agricultural and health sectors is summarized in schematic form in Table
I. The present USAID program addresses the agricultural sector requirements
on two levels, direct preduction and a wider instituticnal framework.

- Primary emwphasis is en agricultural production with participation in the
IERD's Bay Region and Central Rangelands Projects. Our Training and Extension
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Project (649-0101) begins activities in the Bay Region an a small scale to
test extension methodologies, train extension agents, and gain experience
with the technical package. AsarelatedIBRDprojectc:ugsmstreamin
early 1980, our Bay Region Develomment Project (649-0113) will begin to
increase the scope of ocur mtervent:.ons to enccmpass mixed farming,
including livestock as well as crops in the Bay Region. Concurrently in
1979 we began another project, the Agricultural Delivery Services Project
(649-0112) , providing for cur participation in the IBRD National Extension
Project, which will provide the essential central level infrastructure to
suprort extensicn activities in the field. The project includes extension
training and management and'developre'xt of a research plan to properly
direct and revitalize the Naticnal Research Program.

Due to the importance of livestock as a foreign exchange earner for
saralia, the livestock sector is given high pricrity by the goverrment.

In this sector we have a project (649-0108) that will support the IBRD
Central Rangelands Project. It focuses primarily on improving the manage-
ment of the range resource with its complementary animal husbandry and
animal health interventions. A.I.D. is rroviding the technical assistance
in range management for this project. - In the future, A.I.D. plans to
begin an Animal Health Sector Project to provide assistance to the
Veterinary Service. This project would assist with veterinary training,
laboratories and central-level baCkstoéping, similar to the proﬁect 0112
contributions to the agricultural sector.



Our participation in these IBRD projects, each of which has at least cne
other donor besides the IBRD and A.I.D., is the centerpiece of cur
program. Our participation in all the projects comsists of providing
technical assistance and related support while the World Bank and other
donors provide the needed infrasturcture. There is full agreement among
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make for stronger projects.

In the social develcomant field our emphasis is on Primary Health Care

Delivery and the provision of minimm shelter in resettlement villages.
The Primary Health Care Project (649~0102) emphasizes providing preven-—
tive health messures to settled and nonadic rural areas. It has a small
cmtralin#tiﬁmidaalcarpmmttosupport.alaréeou&eachpmgrmnbased
on minimally skilled village paramedics. Thepro;]ectw:x.llbegmmtbe
Bay Region where it complements our agricultural projects and expand to
ccvaronereg:.mmtheCentralPangelandsPro:ect Duringthn_ali.feof

the project, four regions containing cne-forth of the nation's population,
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housing is a critical sccial amenity in these villages if the program to
sedentarize nomads is to be a success. The GSDR, at great cost, has
settled the destitute namads, dewveloped schools and health facilities
andbegmalargeagriculturalschateinmrtmwaare. Our input comple-
ments the settleament process by providing minimem standard shelter, This
project lays groundwork for the larger resettlament programs which will
be needed in providing a long-term soluticn to the serious refugee problem.

The Mission has incorporated one project, Camprehensive Groundwater
Development (649-0104), into its portfolio which addresses the constraints
of water availability. Over most of the country there are expanses of land
which are presently underutilized due to a lack of drinking water for
hamans and Livestock. At the same time, the health status of many pecple.
is affected by the very low quality water which is available. This first
multi-sectoral constraint project addresses this problem by prcv:.da.ng
growndwater studies to define the resource and subsequently drilling the
wells necessary to support agricultural and rangeland develcpment, as well
as provide potable water for human consumption in the village wells

Program.

The need for trained manpower is addressed in every sectoral project in
the USAID portfolic. The projects provide for both in-cowntry and external
training in specialized skills. We have alsc utilized the AMIP project and
other central funds to provide same training in various other sector

specialties including nutrition, sciences, sducation, management, etc. This
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approach is useful as a tamporary measure, but if the real manpower
constraints are to be addressed a camprebensive manpower program must
be developed. USAID/Scmalia would like to begin developing a project
to address manpower training fram primary scheool through to senior
levels. ‘IhisprojectmuldasSist:‘nrevising primary school curricula
to give even greater emphasis on practical training in agriculture
hushandry, nutrition, health, etc. It would also address needs for
tecimical/vocational training at the secondary and post secondary
levels. Finally, it would address the needs for management and adminis-—
trative training for both the public and private sectors.

We plan to utilize a canhination of PL 480 resm:rcesandaccnnndity
prcaramto addressthenam—ecmnmcandflmncm constra;nts. Cur
PL4SOprcgra:rspmv:.desatesl'nrt—tennbalanceof payments relief but
clearly more assistance is needed. We propose to develop a grant funded
cammodity program for FY 1981 which would import agricultural inputs,
construction materials and transport :.tems to provide badly needed immediate
relief, This program would support the IMF stabilization program by
linking to their agricultural price policy, interest rate and exchange rate
initiatives and generate local currencies to address the second major
financial constraint, the budget deficit. The Title I/Title IIT program
provides same relief in the budgetary area but is only supportive of the
developzmt-"bxﬂget while many of the cost increases discussed above fall
intc the ordinary budget. A cammedity program will provide immediate
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relief for the ordinary budget, and local currency proceeds can be tied to
helping to implement salary policy which will in turn address the
problems of retention of high quality staff and the low productivity of
present staff.,

Substantial PL 480 Title II assistance is propcsed to assist the GSDR
internaticnal agencies, and bilateral donors cope with mammoth refugee
problems in Somalia. In FY 1979 the Title II program was approved at $3-4
million on the assumption that the refugee influx into Somalia fram
Ethiopia had stabilized. In early 1979 we estimated the refugee populaticn
in camps at 120.000. By the end of Deceamber 1979 the number of refugees
had increased to 473.000. The GSDR officially declared the refugee problem
as a national emergency and has requested assistance from the internmaticnal
comunity for food and non-food supplies. The total GSIR request amounted
to $72 millicon, but was based on a refugee population of 330.00. N
Assistant Secretary Gereral Goundrey estimated that the refugee population
oould go as high as 600,000 in camps and other 400,000 in the country-side
during recent visit to Scmalia. Although precise statistics are being
gathered we believe the GSDR is spending between $100,000 to $200,000 per
day out of its own resocurces to support the refucees. This gmounts to
over 10 percent of their entire budget and further exacerhates serious
budgetary constraints discussed below.

In response to the GSER reguest A.I.D. provided supplementary Title II
assistance of $3.7 millicn and is prepared to provide an additional $12.8
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million in food aid and $2.5 million in non-food assistance. Despite
substantial contrilution, food, material and cash grants fram
international donor commmity, food deficits remain. The total short-
fall in cereals alcne, for: the refugee program, amounts to more than
31,000 M, valued at approximately $4.5 millicn, The U.S. has been
asked to make uwp as much of the corn/scrghum and rice deficits as
possible. The five-year fimding projections contained in Part G
refiects the Mission's best estimates for Title II requirements, as
well as Title I/II needs., Title II requirementswere developed on the
basis of anticipated parallel contributions to assist the refugees
from the internaticnal commmity.

move to a program which addresses the financial comstraints of Samalia.

As the earlier analyses and Ammexes VI, VII and VIII indicate, the
Govemment of Samalia is in a very precaricus position., Their balance

of payments position had steadily deteriorated despite severe austerity
policies whichhave made imported gocods virtually umavailable in the
comntry. Their deficit in the current account has been steadily increasing
to a level of 600 million shillings in 1978, despite their tight fiscal
policy on salaries and heavy contributions to the development budget by
other donors.. The IMF suggestions of devaluing the currency will have
both direct and indirect effects on the budget as the govermment attempts
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to maintain stability during the chaotic first year after devaluation. Our
present project portfolio will have scme impacts on the financial situaticon
mthelmgrmasagr.culturalprcdncummcraestoallcwmportsubstl
tution and livestock production increases to provide additicmal foreign
exchange earnings. However, the need is immediate and actions must ke
started to help Scmalia reach the point where current projects begin to

pay off.

The GSDR budget deficit has became incresasingly severe ovar the past
several years, which has caused an increased reliance on external capital
flows and Central Bank financing to finance the development budget. Up
until 1979 the budgetary revenues had been sufficient to cover the ordinary
budget, but the first half of 1979 showed a 58 million shilling (US$
9,500 000} shortfallmcovermgtherecmmtbudget 'ﬂusoccursdesp:.te
very low government salaries. The IMF has suggested that the 8 percent
annual growth in the budget deficit be decreased to 4 percent amnual growth
while the GSDR is establishing a goal of actually eliminating the annual
deficit, and in the next five years repaying the one billion shillings
borrowed frem the Central Bank over the past several years for development
financing. Since revenues are inelastic the only means of accomplishing
this savings is by tightening their belt on the expenditure side. This
conflicts wit.htheneed to substantially increase producer prices, provide
- meaningful. increases in salaries, and need to hold price increased of
essential conSumer goods to a minimm. The immense refugee program adds
a further burden to the already tight budget when the goverrment must devote
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staff time and limited resources to managing the program, including scarce
technical ministry staff, vehicles and POL to transport food grains and
non~food items, etc. We estimated that extra budgetary GSIR expenditures
for refugees, in additi.m to donors, will amount to over 200 millien So.Sh.
Assistant Secretary General Gordan Goundrey stated at the concelusion of his
missicn that 4o assess Samali refugee situation amual refugee support for
only those persens in camps will be $200 million anmually.

Asaninitialsteptotrimexpmdiwresandbalancethaordinarybudget,
the goverrment intends to expand its program of direct charges to benefi-
caries so that users are picking up more of the costs of sexvices provided.
Thlsxscun'mtlybemgamphsnedmthewatersupplypmrmandcan
read:lybeinsumtedmthemalhealthandmmalhealthprogram

The nearly total non-aveilability of imported material, coupled with a
miniscule local industrial capacity, is also a serious constraint,
Agricultural inputs, fertilizer, pesticides, equipment, etc., are nearly
ncnexistent and any form of construction material from nails and wire to
cement and steel is in very short supply. 'Ihisr&strictsthepotaxtial for
increasing productivity in the agricultural sector to the low-level

plateau achieved through modest improvements in cultural practices and

slows growth through the entire econamy. We propose to address this
constraint ‘en two fronts, using the mlti-se.cbor commodity program o
provide immediate reliefwhile developing a capital saving technolegy project
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conposed of a technical assistance camponent to provide technological and
managerial assistance to entreprenevers and a program throush the
Development Bank to provide capital to entrepreneuvers in the agricultural
inputs and eguirment, construction materials and basic services sectors.
This project would begin addressing the long-term needs to meet demands
generated by other projects in our portfolic.

The final multi-sectoral constraint which we wish to address is manpower.
The manpower constraint can be divided into two separate issues, the lack
of trained and skilled manpower, and their ability to retain top grade
manpower, The lack of trained manpower is'addressed under the earlier
discussion of our present portfolio. The ability to retain manpcwer is a
direct result of the low salary scales within the goverrment. With salary
rates begimning at 250 shillings per manth ($40) at the lowest level, and
increasing only abcut ten-fold to the highest levels, c¢ivil servants scarcely
live on the salaries which they receive. Therefore, the alternative labor
market in the Arab States becanes more and more attractive even though the
Samalis view the climate and working conditicns as inhospitable. One
possible solution to this constraint is to increase government salaries to a
peint where they can prcvide a reasonable standard of living for civil
servants. The increasing of government salaries, even with outside budgetary
assistance, will dictate an end to the goverrment serving as employer of
last recourse and will require a paring of government roles.  Our coammodity
support program through its currency generaticns could help during the

transition pericd.



- 5.

In summary, ocur multi-sectoral program to address constraints would consist
of five parts. A continued PL 480 Title I, II and III program will provide
immediate balance of payments relief, a partial solution to the emergency
needs of refugees and scme sspport to the development budgets, as well as
allowing us to exert sare influence on basic agricultural policy. The
grant- , multi-sector commedity program would be utilized to provide
further balance of payments relief, and make external technologies available
in Scmalia, provide urgent support for the ordinary budget, help the
goverrment over the difficult pericd caused by the anticipated IMF revalua-
tion policy, and permmit us to work with other demors such as the IMF, Arab
Fund, etc., in assisting the GSDR to establish new macro-econcmic and
fmanc:.alpol:.c:.es Ihedetaa.lsoftmsprogramwulbedefmedrollcwmg
thendﬁ‘m_:nd-tem renaz;.nJme.lSBO.. Theczp:.tal sav:.ng tecl‘mology projec£
would be locking beyond the commodity program to give Scmalia the internal
capability to produce simple manufactured items in the private sector and
thus replace same imports. The Education Sector Project will address the
long—~term manpower constraints to assure a steady flow properly trained
manpower to public and private segments of all sectors., Finally, the existing
Groundwater Project will provide the mechanism for rational exploitaticn of
the sroundwater rescurce to support the development in all sectors.

The Mission feels that the melding of project support in specific sectors to
providetknﬁtpeumfordevalopzmtinﬂesectorwapledwithfpmgms
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designed to remove the cross-sectoral constraints will be the most effective
means to carry cut long-term develcmment in Scmalia,



PARTH
FIVE YEAR FUNDING IEVEL PROJECTION
(350001

FY 82 FY 83 FY 8 FY 85  TFY 8  TOTAL

Agriculture - 13,000 .. 14,000 14,000 17,000 21,000 79,000
Health 6,000 7,000 10,000 10,000 11,000 44,000
ED/HR 2,000 6,000 7,000 9,000 9,000 33,000
soa 2,000 4,000 4,000 4,000 5,000 19,000
TOTAL 23,000 31,000 35,000 40,000 46,000 175,000
Title I and IIT 15,000 12,000 10,000 10,000 10,000 57,000
Title IT 22,000 22,000 20,000 15,000 10,000 89,000
15,00 20,000 20,000 20,000 15,000 85,000

Cammedity Support

The above table is ocur best estimate of our funding requirements through 1986

and should be considered in conjunction with previcus year estimated levels.

Agriculture
Health
ED/HR
SOA

TOTAL
Title I and IIT
mitle 1T o
Comodity Support

FY 78 FY 79  FY 80 FY 81
Tictual)  Tactwal) (Estimate) (Estimate)
3,253 4,297 7,000 7,000
- 4,757 5,700 5,700

~1.000 ~L.100 ==
3,253 10,054 13,800 12,700
7,000 10,700 15,500 15,000
6,300 3,400 22,000 22,000
— — - 15,000



USATD/Sanalia is planning on a continuing increase in development assistance
through the first half of the decade to a level of $46 million in develop-
ment project assistance, $20 million in PL 480 funds, and $15 million in
non-project assistance for a total pregram of $81 million in 1986.

Qur agriculture sector program ocntinues to receive the greatest emphasis
with activities in both the cxop producticn subsector and the livestock
subsector. In crop production our present program will kegin reaching
campletion in 1984-1985, and stage IT rural develomment projects will have
portfolio to extend productivity packages to other areas and to provide a
contimous flow of improved techmolegy. In the livestock subsector our
current Fanqalands_ijectwillbe-augqmtedinlBBZhyananinalhealth
Hpmgranmuégradetmséservicesa;dbythenﬁ.dﬂaointofthedecadem
will be in a position to undertake an expansicn and intensificaticn of the
Range Management Program.

The Health Program will ocontinue to develop the Primary Health Care Delivery
capability through expansion and replicaticn of the primary health care model
developed under ocur current project. Our activity in the water supply sub-
sector will comtinue under the present project through 1985, and it is highly
likely that follow-on programs will be forthcoming.

We propose that activities will commence in the education sector in 1982

to begin addressing the meanpower constraint head on. GSDR is increasingly
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cencerned over the number of school leavers, particularly at primary level,
who will not be able to ¢o on to higher or technical education, nor will
theybeequippedwithskﬂls_essmtialforljfeinaharshmvirmt.
Our assistance into education therefore will focus on providing mainly
technical assistance to allow the GSDR to more fully utilize existing
facilities rather than constructicn.

Under the Selected Development Activities account we anticipate continuing
our involvement with the Settlement Program to assist them in providing a
long~term solution to the refugee problem. We also anticipate moving into
dn appropriate technology project to assist the private sector to develop
capability in small scale industries producing agricultural inputs,
ctmstn.ctm nat'erialsv,-.etc.

As our agricultural projects and the programs of other donors begin to show
significant impacts in the period 1983-1986, the need for PL 480 Title IIT
support should decrease., The Title IT program will continue at a level
exceeding $20 millicn per year, while refugees remain non-assimilated into
the econamy. Present estimates indicate that this assimilation will recuire
at least five years. After 1984 the Titlg IT program begins to decrease.

TTEcmuDdityprogramisneedediﬁISSItohelpcanytbe@DRthrcughthe
difficult period while it is restructuring its econcmy, and to reduce the
adverse ecenamic disruption due to inflation and budgetary readjustments

cover the next several years. By 1984 the macro-econamic situation should
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have stabilized and import substitution industrialization should be underway.
At that point, the commodity program can begin to phase out.

The long-term prognesis for the Samali program is good. We are more concerned
about the cash flow situation in 1980 and 1981 when cur budgets are tightly
restricted and funds are required for on-going projects. A more even and
gradual climb to cur 1986 level would be preferable.



ANNEX I
THE_ECONOMY

A. Population
Population estimates for Somalia in late 1979 range from 3.5 million
(IMF) to 5 million (Somali Central Statistic Office). The discrepancy
possibly related to the counting of refugees and/or nomads who are

continually on the move across the border with Ethiopia.

The average annual population growth rate over the past ten years is
estimated to be between 2.6 percent and 2.8 percent, which will double

the population every 25 to 28 years.

Population density is quite low, only 5.5 persons per square kilo.

In terms of available arable land, however, the density rises to 45
persons per kilo. Ethnic homogeneity is a major feature of the popula-
tion in Somalia, and some 95 percent of the population is believed to
consist of ethnic Somalis. The remainder of the population is made up

of ethnic Bantu who Tive along both the Juba and Shebelli rivers.

A 1977 WHO/IBRD study totaled Somalia's population at 3.3 miilion

broken down as follows:

No. of Communities Population
_(000}
Water Supply
Rural
Villages (settled) N.A. 618
Nomadic - 1,390
Resettlement Areas 6 160

Sub-total Rural 2.168



Urban

4,000 ~ 10,000 11 64
10,000 - 20,000 13 140
20,000 - 40,000 9 238
40,000 - 50,000 1 40
50,000 100,000 3 180
Sub-total Urban

exclusive of Mogadishu 37 862
Mogadishu 1 470
Sub-total Urban ‘ 38 1.132
Grand Total 3.300

B. Natural Resource Availability

Of Somalia's 637,000 square kilometers or 245,946 square miles
of area, most of it is unﬁuitable for cultivation. Land distri-
bution is estimated as follows:

Cultivable 12.5% or 30,743 square miles

Suitable for
grazing 54.9% or 135,024 sguare miles

Forest and scrub 13.8% or 33,941 sguare miles
Other 18.8% or 46,238 square miles

TOTALS 100.0% or 245,946 square miles
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Some estimates of woodland areas are as high as 25% of the
total land area. Most of this, however, is really bush or scrub
with only a small percentage of the land area, perhaps 3% or 4% -
in accasia and other thorn trees, primarily. Also in the northern
mountains a considerable portion of land is covered by cedar and
Frankensense trees. The country has one small sawmill in the Al-
Madow area (far north) exploiting, to some extent, the cedar stands.
The Frankensense trees are individually owned and are a source of
wealth to a number of families in the north. Also in the Gedo
Region, near the point where Somalia, Kenya and Ethiopia meet, are
found a large number of Myrrh trees. Myrrh and Frankensense make
up some 3% to 4% of Somalis exports, |

Mineral resources once thought to be varied, plentiful, and
capable of contributing significantly to economic development have
proved disappointing, However commercially exploitable concentra-
tions of uranium exist, and reportedly an American firm has been
contacted to begin mining operations.

Some iron ore deposits exist but the quality is such that it
does not appear to be marketable., Tin deposits have also been
located and these were being expioited on a pilot basis in 1976.

Large deposits of high arade gypsum are found near Berbera
and were also being exploited on a pilot basis in 1976. 011 explora-
tion, both onshore and offshore will begin in 1980.

Somalia's extensive sea coast, approximately 2000 miles,

affords ample opportunity for the development of fisheries.
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Cultural factors involving a preference for meat over fish are
becoming less of a retardant to the development of fisheries.and
nearly all fish production is consumed locally.

The brief review of natural resources presented above iqdicates
that agricultural resources consitute the foundation upon which
economic development must be based. In view of the distribution of
land categories it is equally evident that grazing lands constitute
the major agricultural resource and thus livestock production must
be a major subsector of agricultural activity.

Much of the potentially cu]tivaE?e area of some 30,000 square
miles experiences a low annual average rainfall and periodic severe
drought. In the northern part of Somalia, except for the highlahds,
rainfall does not exceed 400 mm (approximatley 16 inches) per year.
The central region and the north sea cost averages no more than 50
to 150 mm (2 to 6 inches) of rainfall annually.

Rainfall in the south, especially in the area between the Juba
and Shebelli rivers, is the highest within the country. Even here
the annual average is less than 600 mm (24 inches) per annum.
Agricultural experts say that if the average yearly rainfall is muth
below 400 mm conditions are both too uncertain and unsatisfactory to
support dryland farming on a regular basis. It is in the south
particularly therefore that dryland farming is most s uccessful.

Also in the south, some 80,000 hectares are irrigated along the

Juba and Shebelli rivers.



C. Manufacturing

Though the available 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 constraints upon
economic growth in this sector. In addition the scarcity of
skilled manpower is also a pajor constraint. The manufacturing
enterprises that do exist consist of a number of rather large publicly
owned firms and many small-scale private enterprises, and much of

manufacturing activity involves the processing of agricultural products.
D. Further discussion and review of the s:ﬁadi.e:xzu:ny are

contained in Amexes IT, VI, VIT and VIIT.



TABLE I

Livestock Population by Region
(As of Eebruary 197%)

Region
W. Galbeed

Togodheer
Sanaag
Bari
Nugaal
Mudug
Galguduud
Hiiraan
Sh. Dhexe
Mogadishu
Sh. Hoose
J. Hoose
Gedo

Bay
Bakool

TOTAL

Previous Page Blank

Livestock {'000)

Camels Cattle Sheep Goats
606 145 2,242 3,076
320 a4 917 902
205 74 1,521 664
240 15 1,388 2,095
155 12 - 223 611
751 340 1,136 2,744
395 218 588 1,734
461 170 287 1,159

236 366 325 720

1 22 6 19
293 419 90 200
297 1,036 81 177
784 528 500 725
362 255 55 192
192 100 79 274
5,298 3,744 9,438 15,292
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TABLE II

Number and Value of Livestock Exports, 1971-78

Total Total
Sheep Goats Cattle Camels Livestock value,f.o0.b. 1l/-
(*000) (000) (*000) ('000)  ('000)  (millions
of So. Sh.)
1971 622 564 59 26 1,271 123.3
1972 816 . 819 81 22 1,738  162.0
1973 709 679 68 29 1,485  157.2
1974 663 575 31 24 1,293 222.5
1975 793 743 40 34 1,610  364.4
1976 385 381 58 3 858  301.9
1977 465 461 55 33 1,014  299.5

1978 739 715 77 27 1,558 570.4
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TABLE IV

SOl
ECONOMIC IHPICATORS
1/
GNP PER CAPITA: US$11C (Approx. 1977)
SENTRAL GOVERNMEXT FINANCE YONEY, CRERLI ANP FRICES
Prel. . Budget Dac. Dac. Dec. June
1975 197¢ 1977 1978 1978 1976 1977 1978
(million US$} {(million Se.5h.) -
Current Revermue 99.1 106.0 121.2 231.1 Bank Claime on Govarmment (net) -238,2 124 .4 -97.8 -161.8
Currant Expenditure 9.1 103.1 121.5 216.5 Bank Claims on Private Sector
Current Surplus 9.0 2.9 ~0,3 14.56 and Public Enterprises 10417 986.4 1280.7 1392,5
Developmant Expenditurs 5&.4 99.1 150.1 184.7 Money Supply 825.8 994.9 1325.1 1482.8
Extra Budgecary Expanditurse 91.8 WB.8 15.1 .
Overall Dafieit 139,2 145,0 165.5 170.1 (Percqncags gF Index
General Price Indeax (1966=100) 163.0 1%0,1 210.9 -
Anpual Percentage Changes in:
Genexral Prics Index 7.9 16,6 10.% .
Bank Claims ou Privace Sector
and Public Eoterprises 7.8 -5.3 29.8 8.7
Money Supply 31.4 20.5 33.2 11.9
E OF 5 MEECRANDISE EXPORTS (AVERAGE 1974-76)
s M. %
1974 1973 197¢ 1977
(million US$} Livestock 46.9 60.3
Bansnas 13.2 16.9
Merchandise Exports (f.0.b.) 64.0 B8.6 81.0 7.3 Maat and Meat Products 6.5 8.4
Marchandise Imports (f.o.b.) -133,7 -141,1 -133,1 -175.1 Hidas and Skins 4.8 6.2
Trade Balance - 69,7 - 52.5 - 72.1 -1ai.2 Pish and Pish Produccs 2.2 2.9
Othars 4,2 5.3
Services,Net - 33,6 - 49,7 - 38.0 - 36.9 Tatal 77.8 100.0
Transfers, Net 5.2 102,2 40,8 1084
Current Account Balance - 513 0 - 893 -3 EXIERMAL DEFT, DECDMBER 3%, 1977
U5 ¢ Min.
Long-Term Capital 61.0 52.8 69,6 64,2
Short-Term Capital and Public Dabc 872.8
Errors and Omissions -1.9 -26,2 13.3 5.3 of which Disbursed (398.9)
Rasetves and Related Items -7.3 ~26.6 -13.7 -36.9
International Reserves DEES SERVICE RATIO FOR 1977 z
(and year) 42.4 68.5 85.0 120.5
Public Debt 5.5
Petroleum Imports 11.0 19.1 18.5 8.7
: IDA LENDING, (NOVEMEER 30, 1978) (Million U35):
BATE OF EXCEANGE  USS1.00 = So. Sh. 6.295 (Since 1973) '
Ib4
Outstanding and Disbursed 15.3
Undisbursed
OQutscanding incl. Undisburned 87.1%

1/ No Nstiomal Accounts svailable
.. Not available
Not xpplicable



ANNEX II

Principal Economic Sectors: :
" Description, Constraints and Development P1ans-/
_k Agriculture

1. Farming Sub-Sector
Approximately 80 percent of the population of Somalia is engaged in

agricultural pursuits of one kind or another. However, no more than
20 percent of these at the mosf (about 16 percent of the total population)
are engaged in sedentary cultivation. :

As indicated in Part I above, there are two major.agriculturai
subsectors: cropping or faming and grazing or livestock ratsing.
Within the farming subsector, as noted prev1ousTy, both dryland and
irrigated crops are cultivated. The major crops grown under dryland
conditions are maize, sorghum and the oil seed - sesame. Small amounts
of maize and sesame are also grown_with'irrigation. In non-drought
years, Somalia is self-sufficient with respect to maize and sorghum.
Major prob1ems'with respect to dryland farmming include:

(a) uneven rainfall and periodic droughts;

(b) declining soil fertility and poor cultural practices;

(c) applied agricultural and livestock technology is
quite primitive, resulting in Tow crop yields and

1ivestock off-take; .

1/ This section is based upon the World Bank's report "Somalia
Recent Economic Development and Current Prospects” Veols. I and
II, August 20, 1975, and the Area Handbook for Scmalia, 1977.
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(d) As a consequence of the above factors the rural
economy which amounts to about 80 percent of the
total populétion fluctuates between subsistence and
periodic famine in some areas from time to time and
from subsistence to subsistence plus in 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 period dryland cultivation would
produce but two years of good crops, two years of poor crops and one
year of no crops. About 550,000 hectares are utilized in some form
of dryland farming.

The major crops grown under irrigated conditions on approximately
80,000 hectares are bananas, sugar, c¢itrus and other fruits, and some
vegetables. About one-third of the irrigated area is subjected to
controlled irrigation while the remainder is subjected to flood. In
the Juba valley, bananas are grown on most of the controlled irrigation
area. As noted earlier, some maize and sesame are grown under irrigated
conditions. In addition, some rice, cotton and groundnuts are also grown
with the aid of irrigation.

Land tenure in the SDR is now governed by statutory provisions
enacted in 1975. This legislation 1imits both the size and the
transfer of arable land holdings. Arable land may be held under ten-
year concessions granted by the Ministry of Agriculture. Concessions
for plantations must not exceed 100 hectares (247 acres). Family land

holdings are limited to 60 hectares (148 acres) in the case of rainfed
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land and to 30 hectares (74 acres) for irrigated land. A family
may be given one concession renewable for a second ten-year period.
Mortgage, sale, lease or transfer of land is prohibited ex?ept in
the event the initial concession holder becomes disabled. Even then
the physically disabled farmer can sublet to another only {if official
permission to do so is granted.

Maize and sorghum are grown by wjde1y scattered small landholders.
Rice is grown primarily by cocperatives and private plantations.
Though plans exist to expand rice production to 6,000 hectares,
apparently not more than 5,000 hectares are now devoted to rice production.
Sugar cane has been grown in the Shebelli valley near Jowhar sinca 1926.
Since 1970, the operation has been conducted by a parastatal organization
known as Societa Nazionale Agricola Industriale (SNAI). No more than
5,000 hectares seem to be devoted to sugar cane production though it is
planned to expand this to 7,000 hectarés. Fdr a variety of reasoné
both sugar cane yields per hectare and.ref1nery extraction rates declined
from 1969 to at least mid-1376. lwith respect to sugar cane yields per
hectare, part of the problem invoives a gradual salinization of the
areas being irrigated.

As noted previously, with the exception of bananas, Sbma11a is
self-sufficient in food crops only with respect to maize and sorghum
and even then only under appropriate rainfalT conditions. Sugar, rice,
wheat products and tobacco loam importantly among the food and consumer

gocds imports of Somalia.
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The major constraints to agricultural development involve natural
factors such as.undependable rainfall, and Timited natural resources.
These constraints are compounded by poor communication, inadequate
technical information, a shortage of skilled manpower which in turn
means deficiencies in agricultural planning and project preparation.

The three year Development Program for 1979-81 lists several
objectives with respect to the agricultural sector:

a) to accelerate the drive to self-sufficiency in basic foodstuffs
(especially maize and oilseeds), vegetables and fruit, and increase the
output of'cotton, sugar, rice and wheat in order to reducé the mounting
burden of agricultural imports;

b) to diversify the agricultural economy mainly through the
encouragement of crops for export and for agro-industries;

¢) to conserve the country's natural resources, especially the
soil, for the use of future generations as well as assuring adequate
production for the present generation; |

d) through increased farm productivity and incomes, to raise
the standards of 1ife and welfare of rural dwellers;

e} to assist in improving nutritional standards through
increased food production;

f) to ensure productive employment for that part of the increase
in rural population that is not absorbed in non-agricultural work in
the course of the development process.

The three-year plan for the agricultural sector thus focuses upon

the incomes and nutritional levels of the rural poor as well as upon
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the need of the national economy for increased agricultural exports
and reduced agricultural imports. Some 23 percent of planned
expenditures will be devoted to this sector with 81.4 percent
being financed fram foreign sources.

2. Livestock Sub-Sector

Appreéximately half of those engaged in agriculture, or about
40 percent of the entire population, are strictly nomads, i.e,,
a wandering, transient pastoral people. Some 20 percent of the population
raise livestock and, upon occasion, engage in seasonal cultivation.
Since approximately two-thirds of the population is engaged in pastoral
pursuits it is not surprising that livestock production constitutes
the largest single contribution to the GDP and provides the bulk of
Somalia's texpcnr'ts.2 '

a) Livestock Production

Though a census of livestock was undertaken in 1975, as notad
eariier, the results are suspect. It seems, therefore, that the most
reliable livestock population estimates may be those for the year
1974, According to the 1974 estimates, the following numbers are

indicated:

2/ Of estimated total exports in 1974 amounting to So. Shs. 402 millien,
over half (So. Shs. 249 mil1lion) was represented by livestock.



TABLE V
1974
Number and Distribution of Livestock (Est.)

illions
~ Type North South Total
Cattle 0.5 2.5 3.0
Sheep and Goats 11.0 3.0 14.0
Camels 1.3 1.2 2.5

b. Cattle

The main varieties of cattle are derived from the Zebu type. To
some extent cattle of theBoran variety are also grown. Some breeds
are utilized primarily for milk production while others serve a dual
purpose, that is, milk and/or meat. It is reported that Somali cattle
are quite hardy and well adapted to the harsh environmental conditions
of the range lands on which they graze.

Since those who grow livestock are interested in numbers, utilization
of cattle for meat consumption is confined to young male calves, older
males and aged cows. The combined offtake of cattie for both
export and domestic consumption is estimated at 7 to 10 percent per

year.



¢. Sheep and Goats

Of the estimated 14 million sheep and goats, approximately
5.5 million are sheep and the remainder goats. The sheep are not
wool producers but are quite useful for milk and meat. The goats
are valuable primarily for meat and skins and are a part of the live-
stock export total. The estimated offtake is about 30 percent per
year or about 4 million animals. World Bank estimates are that

about 15 kg. of sheep and goat meat are consumed annually per person

in Somalia.
d. Camels

Camels constitute an accepted measure of individual wealth among
the pastoral Somali. Because of this, camels are afforded first
priority, with respeﬁt to water, grazing‘and general 1livestock
management.' Camels are used as beasts of burden, thé major source
of subsistence milk requirements and some are slaughtered or exported
Tive for meat. The annual offtake is estimated/ggout 5 percent for

all purposes.

e. Nomadic families and herd utilization

Specifics concerning herd ownership patterns among nomadic
families and herd utilization are either 1ittle known or essentially
unknown. It is, of course, known that cattle, sheep and goats require
water every few days while camels can go without water for an extended
peried of days.gf As a result, cattle, sheep and goats are herded

separately from camels.

3/ Camels may go without water for at least two weeks.
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A 1973 survey of nomadic families in the Burao region (north)
of Somalia revealed an average family size of 5.75 persons. Some
94 percent of all families owned sheep and goats, two-thirds owned
camels, but only 6 percent of the households had cattle.

Over 50 percent of the nomads fall in the "under 15 years of age"
category. The birthrate is estimated at 3.9 percent, the death rate
at 2.1, thus the natural rate of increase among nomadic families seems
to be about 1.8 percent per year.

Little meat and much milk constitute the principal items in the
nomads ' diet.if Trade, when possible, may permit the diet to be
supplemented with rice, other grains, tea and sugar. Rainfall
conditions permitting and when in season, the nomad may also be able
to gather edible wild berries and fruit. At best, the life is difficult

and necessarily Spartan.

f) Marketing: Transport and Processing

A well-established traditional livestock marketing system exists
in Somalia. For example, almost every town and village has a daily
cattie market auction. Similar arrangements for marketing other
Tivestock exist. There does not exist, however, a system for market
analysis or market forecasting.

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

points, while cattle tend to be trekked. Sheep and goats are transported

4/ The results of a diet survey in mid-1960, reported in Part A of CDSS.
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both by land (trucks) and by sea (coast shipping). The Somalia
lLivestock Development Agency (LDA) with assistance from the
International Development Agency (IDA) have added to and expanded
the existing marketing infrastructure. These additions and expansions
have taken the form of new or enlarged holding areas for livestock
being marketed.

The processing of 1ivestock products is a major industry in
Somalia and is one of the few industries which does not rely on imported
raw materials. Meat, hides and skins are‘aTT a part of the livestock
processing industry. It is generally believed that there is considerable
scope fof expansion and improvement of the processing of hides and skins,
that is to say, the development of a viable ieather industry.

g) Constraints to Increased Livestock Production

The major constraints to improved and increased livestock production
are environmental in nature. For example, rangelands provide inadequate
nutrition since drought conditions occur one year out of every five.
Moreover, the poor distribution of watering faciiities for both humans
and livestock means that many areas are overgrazed, Overgrazing, in
turn means poor range management and poor or non-existent soil and water
conservation practices.

The introduction and use of vaccinations and drugs by the expanded
extension service has reduced livestock losses, however, disease and
parasites still figure predominately in improvement of livestock

production, e
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Primitive to poor transport and communication facilities also
constrain livestock production. The fact that a statistical gathering
and reporting system concerning livestock development 1s nén-ex1stent
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 constraint
upon improved and expanded output. In 1975 there were only thirty
trained veterinarians in all of Somalia and only ten graduates in animal
hushbandry. A College of Veterinary Science was established in 1973 and
the first graduates were available in 1978.§f

The three-year Development Program for 1979-81 gites the following
objectives for the livestock sector:

1) increased production to meet rising internal and external
demand and to raise national and indfvidual incomes;

2} improved efficiency of marketing;

3) greater integration of agricultural and livestock production; and

4) introduction of modern techniques of production and management to
lessen dependence on the traditional nomatic system and thereby improve

the quality of life of the rural people.

5/ See Annex VI for enrollment and outputs of the National University.
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More specifically, the objectives in the T.Y.D.P. will be:

1) to raise the level of offtake and to further increase exports;

2) to reduce economic wasteage from the effects of disease and

drought;

3) to study and develop more intensive system of dairy and
beef production suitable for the higher potential areas;

4) to 1hcre§se ihe supply of aﬁima]s of improved breeds suitéb1é
for more intensive systems;

5) to expand poultry production;

6) to improve output and quality of training of field staff;

7) to stimulate the private sector to .adapt modern methods by
development of extension services;

8) to establish well-managed production units in the public
sector which will provide a solid base of mathod and performance on

which future public and private development may be'plqnned.

In terms of rangeland development within the livestock sector,
the plan indicates the following objectives:

1) to increase range capacity by expanding and further developing
a system of range management based on rotational, seasonal and drought
grazing reserves;

2) to involve pastoralists in range development by education, by
formation of grazing associations to manage their reserves, and by
establishment of ranching cooperatives with exclusive rights to

allocated rangelands;
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3) to improve utilization of rangelands by provision of
additional stock water supplies in areas of controlled range
management, and to utilize water harvesting techniques to increase
range productivity in selected areas;

4) to progressively survey, classify and map range vegetation
and water resources as a basic tool for range use planning;

5} to initiate studies and research programs aimed at identifying
more precisely management techniques which may attest and reverse
degradation, and increase productivity, of various range types;

8) to improve training at all levels, and increase output of
trained staff, in range management and related disciplines.

The three year pian for the livestock/range sector thus
recognizes the importance of livestock to the incomes and welfare
of Somalia's poor majority, the importance of increased 1livestock
exports and the role which must be played by the private, as well
as the public portions of the sector. Some 630.8 million shillings
will be devoted to this sector over the planning period an amount
equal to 8.9 percent of total planned expenditure. This represents
a considerable increase in the resources devoted to this sector

(as compared to the five year plan).

B. Industry
Since national income accounting has not yet been instituted in

Somalia, and accurate measure of the contribution of industry (manufac-
turing) to GDP does not exist, estimates of value added to GDP by

manufacturing vary from 6 percent for 1968 tc about 10 percent for 1972.
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In the GDP account constructed and presented above as Table IV, the
assumption was that value added by manufacturing in 1975 amounted to
about 9 1/4 percent of GDP.

Three-quarters, or perhaps more, of the total value added by
manufacturing is derived from food processing using locally produced
raw materials such as: fam crops, Tivestock and the output of fisheries..
The remaining one-quarter or so of value added is represented by such
activities as private production, clay products, some metal products
and production and distribution of utilities such as electric light
and power, water, etc.

As noted earlier, the industrial sector is dominated b& a few
large-scale publicly-owned enterprises. In fact, some 90 percent of the
value added by this sector originaﬁes in the public sector despite'the
existence of many smalT-scSle private enterpkises.

The major constraints to economically viable industrial growth are
the small size of the consumer market and the low per capita income.
These checks to industrial growth are made more severe because of the
limited natural resource availabilities, a serious lack of sk11ied
manpower including entrepreneurial skills and a generally inadequate
infrastructure such as transport and communication facilities, energy
and the like. Many of these enterprises operate at less than fu11'
capacity due to shortages of imported and domestically produced inputs.

The three year Bevelopment Program calls for an expenditure of
1,224, 8 m1111on shillings on manufacturing over the planning per1od
an amount equal to 17.3 percent of planned expenditure, Some

68 percent of this expenditure will be financed from external sources.
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C. Fishing

With the longest coastine of any African country, almest 2,000
miles, bordering both the Gulf of Aden and the Indian Ocean, Somalia
is quite favorably situated to exploit fishing resources. The fish- a
ing sector has remaineq largely undeveloped, however, because of
culturad .factors. Since the hulk of the population is comprised of
pastoralists a strong preference for meat rather than fish exists.
Moreover, historically, the pursuit of fishing.has been looked down
upon as being an endeavor inferior to herding. Additional factors
mitigating against the development of the fishing industry invelve
the seasonal nature of fishing opportunities attributable to the
weather, the substantial fluctuations in cateoh availabilities which
seem to exist of f the coast of Somalia, the sparse population along
_ most of‘the sea coast and its adjoining hinterland and the dearth of
good harbors and fresh water at most of the landing sites:

Estimates of the .potentiaI annual catch off the Somalia coast
vary from a Tow of 200,000 tons to 2 million tons. In 1977, the annual
catch was about 12,000 tons. It is hoped that this can be boosted to
125,000 tons per year. At least 80% of the landed catfh is exported,
mostly in the form of canned fish. 6/

Apart from the cultural constraints and environmental constraints
to expansion of the fishing industry noted above, the lack of trained
manpower to organize,. administer and conduct. the industry is.a major
constraint{ Indeed this constraint frequently results in an inadequate
supply of fish to permit utilization of the fish processing plants at

an optimum level.
6/ IL0 1977 takes a rather dim view of fishing prospects.
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The objectives of the three year development perogram with respect
to fisheries focus on increased production and consumption of fish,
increased incomes and employment from fishing and increased fish ex-
ports. Some 266.4 milling Shillings will be spent on the sector over
the planning period an amount equal to 3.8 percent of total planned ex-
pehditures} This ?epresents a considerable increase in the resources
devoted to this sector (as compare; with the five year development

plan).

D. Forestry & Mining

In Annex I above (General Description of the Economy) it was
noted that though some forest and mineral resources do exist both the
quant1ty and/or qual1ty of these resources renders the contribution
to GDP from these sectors negligible.

The typical drift of population from rural to urban areas and
the increasing destruction of scrub forest for charcoal, the princi-
pal fuel, threatens to destroy the scrub forest areas. Clearly some
appropriate conservation measures are needed.

To the extent uranium is found in commercially exploitable con-
centrations, problems of extraction and transportation act as major
constraints to output.

The three year development program calls for expenditures of
14,5 mi]]ion Shillings and 92 4 mil]ion Shillings on forestry and

mining respectively.



ANNEX ITT
HEALTH AND REIATED MATTERS

As is noted in other Annexas to the (ISS, Samalia'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 services
and the prevalence of such diseases as pulmonary tuberculosis and malaria
cne can readily understand such statistics for Samalia as 1) an estimated
life expectancy at birth of 41 years, and 2) an estimated infant mortality
rate of 177 per 1000 births.

In addition to tuberculosis and malaris, the incidence of policmyelitis is
high, some 75 percent of the population is effected with scme 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.
Amng the nomads and urban population, venereral diseases are quite common.
Skin and eye diseases are quite prevalent also. Malnutriticn and poor diets
generally, both attributable, in the main, to envircmmental conditioms,
increase to susceptibility to disease and tend to accentuate the severity of
disease once contracted.

Bemuseofsqantmmdad\mseclimticcmditims,foodprcdxmtim
in Scmalia is inadequate.t periodic droughts, crop disease and locust infes-
tations all tend to intensify food shortages. During the dry seascn food
intake, especially among the ncmads, is drastically reduced. It has been

i/ See result of a mid-1960s survey of diets presented in Part "A" of
the CDSS,
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estimated that during the dry season calaric intake of namads is barely
50 percent of accepted standards.

Northempastoralistsherdingcanelsmycmmlitﬂeelsethmmilk. At
times, the basic milk diet may be supplemented with scme 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 quite deficient with
respect to protein. Miaze, sorghum, beans and a few vegetahles and fruits
constitute almost the only items of food intake. }

Evminu:ezmbmaxeasdietstmdmbedeﬁcimtinpmtein'tmugnthe
Feod and Agriculture Organization feels the caloric intake, on the average,
is adequate. Almost without exception, however, diets throughout Samalia
aredeficialtinvitanﬁns. In the urban areas diets tend to be deficient in
calciunaswellasﬁitanﬁns.andtoccntaintoomchfatandmgar. If the
efforts of the GSCR to popularize fish as a dietary item meet with success,
protein deficiencies can be alleviated to a large extent.

Somalia's Ministry of Health is charged with the organization and adminis-
traticn of health services. It presently has about 5,000 positions,
principally for the staffing of hospital and clinic-based curative services,
and for the centrally administred endemic disease contreol programs. Positions
budgeted include 250 physicians; 800 nurses, sanitarians and other trained
para~professional staff; 150 administrators, accountants and clerks; 1,200
auxiliaries, most of whom have been trained cn-the~job and passed government
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examinations; and 250 drivers and mechanics. The remaining 2,350 positions
are for perscmel with no training, such as watclmen, cleaners and varicus
other awxiliaries.? To the extent the majority of the population receives
any medical care at all, it is cbtained at small dispensaries staffed by
medical assistants trained in first aid and able to recognize a treat a few

Internaticnal organizations such as WHO, UNICEF and the World Food Program
are assisting in providing medical care and in conducting training programs.
’IhetBSRandthePeoplesRep\;blicome'na(Pm) have also provided a
cmsidarablemmtofnedica;care.

Samalian health facilities tend to be concentrated in the capital city and
other urban centers. Since most of the Scmalians live in rural areas, the
facilities do not sexrve adequately the total population. 'Ihe.Govmtof
Samalia is extending health services to rural areas, through a network of

intermediate health units. '

There is a great shortage of health manpower in Samalia. Since 1960 the
Ministry of Health had more budgeted positions than it could £ill. In
1978, Somalia had only 250 physicians. Most of its district offices are
headed by medical agsistants.

2/ "Syncrisis: The Dynamics of Health - Scmalia", Division of Program

~  bBralysis, Office of International Health, U.S. Department of Health,
Education and Welfare, contains a detailed analysis of health
facilities and needs in Scmalia.



Due to shortage of funds and persommel, and lack of administrative competence
by management personnel, effective administration of the Public Health
Services is hindered significantly. No system of training for health
administrators is existent and the resulting quality leads to poor utiliza-
tion and allocation of money, manmpower and facilities.

The Three Year Development Plan lists the following objectives with respect
o the health sector:

1. Strengthening of the health services as much as possible. The
first step will be to camplete the country's network of
hospitals, dispensaries and other medical facilities;

2. FEradicate, or greatly reduce, commmicable diseases such as
malaria and organization of special campaigns; and

3. Improve envirormental sanitation (sanitary waste disposal,
safe water supplies), the level of mother and child health
services, and the degree of access to bagic health services.

Same 101.4 million shillings will be devoted to health over the planning
period, an amount equal to 1.4 percent of planned expenditures, 37 percent
will be financed from external sources.

A.I.D. activities in the area of health and water rescurces will both
camplement the above cbijectives and seek to further reverse the wurban/
curative bias of Somalia's Health Delivery System.



ANNEX IV
EDUCATION AND MANPOWER

The usefulness of Western education did not become apparent to the
Somalf until after World War II. During the decade prior to independence
in 1960, Western education tended to become acceptable and was introduced.
Prior to the decade of the 1950s, education tended to be confined to the
Quranic schools where the language of instruction was Arabic and the level
of instruction proceeded 1ittle beyond what was needed for the study of the
Koran,

For years a troublesome problem involved the orthography appropriate
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 technical aspects of the Somali
language. The problem of how best to write Somali was not resolved until
the Revoiutionary Government which assumed powertin October 1969 announced
that effective January 1, 1973, the official Samali script would employ the

Latin orthography. Despite some opposition, the Revolutionary Government

was sufficiently strong 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 reflecting the
educational philosophy of the Revolutionary Government. Goals established
included a marked increase in the proportion of girls enrolled in the
schools, an overall increase in number of students generally, and the use
of programs of instruction geared to Somalia's particular social and economic
needs. Techtnica) education (vocational, etc.) was to be emphasized so that

even a primary school graduate would have acquired a useful (presumably
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saleable} skill. Higher education was also to be redirected so as to take
full cognizance of environmental factors peculiar to Somalia.

Private institutions, which in 1969 accounted for 23 percent of the
total student enrollment in schools, were nationalized and brought under
the direction and control of the Ministry of Education. Ostensibly
nationalization was to insure uniformity of objectives and curriculum and
the promotion of the principles and purposes of Somalian scientific
socialism among all students. '

As the educational system is currently organized, there are six years
of primary school and four years of secondary school. Primary school
enrollments increased from 25,000 in 1968-69 to 200,000 in the 1977-78
school year. If planned annual increases of ten percent in enrollment in
first grade occur, it is believed that about 50 percent of the age group
will be in the four-year primary program in the early 1980s.

During the 1968-69 school year, secondary school enroliments were
around 10,000 and by the 77-78 school year had increased to around 50,000.
The proportion of females in primary and secondary schools increased from
20 percent in 1968-69 to 28 percent in 1977-78.

In the mid-1970s, it was estimated that 90 percent of those entering
primary schools completed the four-year program and the completion
percentage for intermediate school enrollments was also estimated to be
90 percent as well. Increases in enroliment and the high completion
rates in both primary and intermediate schools were attributable in large
part to the elimination of all tuition charges by the Revolutionary

“Government.
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The major institution providing education beyond the secondary
level 1s the Somali National University established in December 1970
and located in Mogadishu. Enrollment is approaching 3,300 (1979} and
is expected to continue to increase at a fairly fast rate. Italian is
the Tanguage of instruction in 10 of the 11 facilities, while English is
used only in the Faculty of Education. The Somalis feel a great need
to Somalize the university and plans exist for all facuities to become
Somaii speaking. However, translation of textbooks will be a never-ending
task and may not be worth the effort since Somali is spoken by relatively
few people, and many textbooks change every few years. Aiso library
matarial would be in foreign languages and it would appear that Somali
University students will continue to have be bi- or trilingual.

Déta provided the ILO by the Ministry of Culture and Higher Education
in 1976 provides input (enroliment) and output data for the years
1972-73 through 1978-79 for the Somali National University as indicated
in Table XII. Recent figures {76~79) were obtained'directly from the
University Administration.

4‘Pure1y technical training was provided in three institutes with a
total enrollment of 7,286 students in 1979.

These institutes are located in Megadishu, Burao and Hargeisa. There
was also a specialized faéi}ity 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 and completed in September 1978.
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i
The ILO feels that technical and vocational training in Somalia

has been largely directed toward industrial employment which the ILO
considers a mistake, Since, according to the ILO, there is little scope
for industrial development, it follows that employment prospects are not
good for those trained for industrial employment. Technical and vocational *
training, the ILQ insists, should be directed to agriculture, farming and
1iyestock raising.

Teacher training is provided by the National Teachers Education Center'
located at Afgoi. Though the emphasis is upon training secondary school
teachers, a two-year program for a limited number of students is provided
for training primary school teachers. An IDA financed project involving
construction of a training college for primary school teachers is expectéd
to meet requirements for primary school teachers through the mid-1980s.
Part of the training is §upposed to invalve praétical aspects of simple
agr'iculture; local handicrafts and home econamics.

Though the nomadic population seems favorably disposed to Western

type education and training, the nature of their activities makes attendance
of primary and secondary schools by the children of nomads almost an impossibility.
It is not surprising therefore that many nomadic children receive no instruction
other than that provided by Quranic teachers who still travel with nomadis

groups. The crash mass literacy program undertaken by the Revolutionary

Government during the period 1973-75 involved a major effort among the namads.

1/ See ILO 1977, Technical Paper No. 7 dealing with Technical Education
and Vocational Training.
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It has been estimated that as many as 30,000 teachers, trained in the Latin
script, participated in the program designed to extend literacy in the
Samali language to the rural and nomadic population. It is said that by
mid-1976 at least 60 percent of the entire population of Somalia possessed
some degree of literacy. Current estimate by a Ministry of Education official
put thé literacy rate at 75 percent.

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

through 1980 are presented in the following table:

TABLE XIII

Estimated Supply of Educated Manpower

Level of Education 1976 1977 1978 1979 1980
Primary School 8450 1400 2200 3160 6810
Secondary School 840 1160 410 1500 1400
Post-Primary and Technical and

Vocational 545 630 650 830 770
Post-Secondary Technical - -- -- 100 100
University 285 386 497 600 600
Returns from Abroad after Studies 86 103 61 100 100
TOTAL 10,206 3679 3813 6290 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 and

semi-pomads must be resettled at agricultural sites primarily, and, to a

lesser extent, in fishing villages.

The IL0's suggested distribution by

sector of the natural increase in population during the period 1976-81

is presented in Table XIV.

TABLE XIV

Sector Distribution of Population, Natural Increase in Population and

§E§gesté&’AT1ocatfbn of the Natura| lncrease in Population

AV 1/ 1977-1981 1977-1981
Percentage 1976 Annual Population Population
of 1976 Pop. Growth Increase to After
Sector Population (000s) _ Rate Reallocation Reallocation
Nomads and
Semi-Nomads 65 2,120 1.7 187 -
Agriculture 15 489 2.2 56 216
Fisherdes 1 3 2.2 4 30
Urban Industrial
and Services 19 620 4.9 168 168
TOTAL 100 3,262 2.41 414 414

1/ Assumed estimated percentages, amounts and rates,

Source: ILO 1977

T ——————

Assuming that the ILO 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 becomes

increasingly difficult and accentuates the need to provide housing, health

services, education, training, and agricultural extension services for the

rural poor.



The three year Development Program budgets 522.5 million shillings
for basic and higher education over the planning period, an amount equal
to 7.4 percent of total planned expenditures. The bulk of expenditures

in this sector (61 percent) will be met from the government budget.



- ANNEX V
TRANSPORTATION AND COMMUNICATICN

Though the transport system has been greatly improved since independence,
it is still inadequate and, to an extent, samewhat primitive. There is
no railway in Scmalia and major reliance is placed upem roads for internal
transportation. There are about 10,000 miles of roads and tracks consti-
tuting the primary internal transport netwerk. Of the total milage, 1,500
miles are all-weather (asphalt-surfaced) first-class highways and roads.
The remaining milage, scme 8,500 miles, consist of dirt roads and tracks.
The 1974-78 Develcpment Plan calls for a total expenditure of So.Sh. 635.9
million for road development. Less than 5 percent of the total will be
defrayed through internal (dcmestic) financing. One section of the all-
weather road included in the plan and financed, engineered and built by
the Pecples Republic of China (PRC) almost doubled the first-class
highway mileage. The PRC constructed a 649 mile highway between Belet
Weyn, in the south, to Buraoc in the north. Campletion of the Belet-Weyn-
Burac highway and paving of the road from Burac to Berbera, alsc part of
the 1974~78 Development Plan, will greatly facilitate the marketing and
expert of livestock, and will minimize the need to trek livestock.
Needless to say, trekking involves not only substantial weight lcss in
animals that survive the trek, but cccasicons actual losses of animals as
well. Also the 300 lm. wunpaved central section of the Mogadiscio-Kismayo
road is being paved under EEC/Arab fund financing.

It is estimated that there are 10,400 motor vehicles in all of Scmalia,
75 percent of whichare privateiy owned. It is not clear from the available
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import data whether or not the physical volume of imported petroleum and
petroleum products, as distinct from the Monetary value of those imports,
has risen. It seems likely, however, that the utilization of motor
vehicles in Scmalia is increasing in any case.

Though it is reported that Scmalia's coastline has twenty-seven harkors,
nearly all foreign trade, at least 95 percent of it, is accoumted for at
four ports. The ports are Berbera, Kismayo, Mogadiscio and Merka; all
except Berbera are located in the south.

The export of live animals is mainly (90 percent) through the port at
Berbera. Some animals are trekked into the port at Berbera from as far

as 600 miles. With the campleticn of deep—water berths and other
extensions and improvements to the port at Mogadiscio in Octcker of 1977,
mmmgadisdo.canbeincreased&mSPumtoftotalexports
to ane-third of all exports. Additicnally, J.t is believed that live

animal exports from the Mogadiscio port can be encouraged with a conse-
quent improvement in both the quality and quantity of live animal exports
since trekking would be reduced to a considerable extent. In 1974 a national
shipping was created on a joint venture basis with Libya. The national
shipping line operates +wo banana carriers, cne livestock carrier and cne
general cargo vessel for coastal trade. There are plans for the acquisition
of another banana carrier and another general cargo vessel for the coastal
trade.
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Airports of intematicnal standards are located in Mogadiscio and Havgeisa.
- Additonally, a third airport of internaticnal standards in Rismayo was
ccmpleted and became operaticnal in 1976. Samali Airlines is a.doing
ventire between the Goverrment of Scmalia and Alitalia, the Italian
Airline. Samalia Airlines has eleven aircraft, four of which are used
primarily for intermaticnal flights. Domestic flights commect with same
fourteen airparts, fields and landing strips other than the intermaticnal
airports.

With the exception of Mogadiscio and a few other urban centers, domestic
telepixne commmication in Samnalia is inadequate and scmewhat primitive.
In general, the major means of commmication is the radio, Plans existad
in the mid-1970s to establish direct intematicnal microwave commections
with Nairchi and Rome, and to install similar facilities providing
inter-comecting damestic services among certain urban centers.

Under the TYIP 1,500 millicn shillings will be devoted to transport and

cammnications. This amounts to 21.2 percent of planned expenditures over

the pericd of the plan. This expenditure is to be allocated as follows:

Postal Services 28,0 Million
Telecomumications 240.6 "
Foads and Bridges | 485.3 "
Marine Transpert & Ports 390.0 "
Civil Aviation 136.8 "
Ministry of Transpcrt 199.6 "
Other 19.8 "

Total 1500.1 "



ANNEX VI
- CENTRAL GOVERMMENT BUDGET

Table 1 provides a fimctional breakdown of government expenditures for the
year 1977-79. As the table indicates, defense expenditures increased by
196 percent over the periocd. Even with this increase, however, non-
defense activities were budgeted to receive 67 percent of total expenditures
in 1979, Development expenditures likewise were budgeted to increase beyond
their 1979-78 levels. While it cammot be denied that the war and its

have been used to support development, Scmalia has continued to show a
sustained cormitment to development in the face of its considerable extarmal

Samlia's budgetary development expenditures from its own resources reflect

the emphasis on the productive sectors evident in the Three Year Development
Plan (TYTP). Agriculture, Public Works, and Industry account for 72 percent, 753
and 75 percent of total budgetary ependitures in 1977, 1978 and 1979
respectively.

Table 2 presents a cmsolidated summary of central government budgetary
éperations for the years 1977-79. As a result of a number of new fiscal

measures, adopted in January 1978, total revenues and budgetary grants
increased by 58 percent over their 1977 level. Expenditures rose even more
sharply (by 62 percent) with the overall deficit increasing to 685.4 millicn
shillings. While budgetary receipts fram foreign loan counterpart funds
increased over their 1977 level, the Gewernment of Scmalia was forced to

Previous Page Blank
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significantly increase its borrowings fram the Central Bank. Budgeted
increases in both revenues and expenditures are more modest for 1979
though the actual cut-tum remains wnknown — preliminary data for the
first six months indicates a deficit of same 400 million shillings.
No new revenue measures were ammounced in 1979 and it is generally
agreed that the scope of increased taxes is limited (with Samalia
alresdy making a considerable tax effort). Thus, while revenues can
be expected to grow samewhat in the future, an increase such as that
cbserved between 1978 and 13979 cannot be expected again. Accordingly,
Samalia's budgetary. situaticn is expected to remain difficult into the

Given Scmalia's difficult budgetary sitmation and the substantial external
agsistance it is receiving, recurrent costs are likely to present a problem
in the future. Existing Five Year Develcmment Plan (FYIP) investments in
manufacturers enterprises are operating well under capacity and are handi-
capped by the lack of finds to operate and cbtain spare parts to maintain
them. This is particularly true of the Russian~financed projects. In the
future, donors need to keep the recurrent cost implications of their activi- -
ties clearly in mind and seek to hold such costs to minimal levels. In
designing projects a built-in financing formula should be incorporated
which allows heavier recurrent cost domor-financing in the early years to
permit the govermment to progressively assume these costs in later years of
the project. This would permit goverrment time to make the internal
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budgetary adjustments required and take advantage of returns of the initial

investment.

mliaisree:mﬁnmgitspoucyofg\mrmteejngatploymttomml
leavers. Gmmmtsalaziesémaaﬂyallcwforcversomtofﬂﬁ:
ordinary budget while it has for same time resisted pressures for increases
in c¢ivil service salaries (even to the extent of reducing them in early
1970s), their egalitarian policy of providing employment for all seeking it
has proven very costly. They are now aware of the need for salary increases
and further recognize that these increases will dictate a paring of the
civil service rolls if they are to hold the line on total government spend-
ing. Increases in outlays for general public services amounted to 228
million shillings between 1977 and 1978, accounting for 47 percent of the
increase in ordinary expenditure. The vast bulk of the increase was due to
increased employment in the public service..

As ncted, public enterprises are being operated inefficiently. Although
these entities were expected to be profitable and be a major scurce of
revenue for government, this has not been the case and most of them recuire
govermment subsidies to operate. The govenment may find it advantagecus
to encourage the private sector to take over many of these projects and
eliminate many parastatal organizations whose functions could be better
handled also by the private sector. There are 26 of these institutions
imvolved in commerce, manufacture, financeandvariousautmfities, port,

electricity and cthers.
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The government and the IBRD/IMF have initiated discussions on a wide range
of monetary and fiscal policies bearing on budgetary and balance of pay-
ment issues. Many in the goverrment areuncertain that measures proportedly
recammended by the Fund are necessarily appropriate for a LDC like Scmalia.
However, these discussions are continuing and an IMF technical mission is
now in Samalia.



ANNEX VIT
BALANCE OF PAYMENTS

Tablea I (see Attachment) summarizes Somalia's balance of payments

picture for the years 1975-1978,

The structure of Somalia's balance of payments has been weak and
deteriorating in recent years, as evidenced by the widening deficits
in the balance om goods and services. It is only through significant
inflows of official grants and loans that the situation has been sus=

tainable.

Livestock constitutes Somalia's principal export, accounting for 65%,
59%, 677 and 83% in 1975, 1976, 1977, 1978 fespectively. The sharp
increase in 1978 over the levels of the earliar years results froﬁ the
recovery of the national herd from the drought of 1973-1975 with the
result that similar large increases cannot be expected in subsequent
years, With appropriate investments in the sector (which the govern-
ment appears committed to making) livestock should be a stable and
growing foreign exchange source given its principal markat in the

affluent Middle East.

The export picture with respect to bananas is discouraging, The

value of banana exports has shown a declining trend over the period
1975-~1978, This decline would have been much greater had not prices
inereased over the period, Export volume stood at 57.5 thousand metric

tons in 1978 against 81.8 thousand metric tons in 1975 (and 134,0
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metric tons in 1972). This sub=-sector has been plagued with problems
of management, farmer incentives, marketing and shipping in recent
years and a considerable effort will be needed to revitalize it., The
price paid to the farmers by the National Banana Board was recently ine
creaged and this should provide an additional incentive, Qther pro=
blems of the sector rem#in to be addressed however, As with the iive-
stock sector, Somalia enjoys a f£irm market for its banana e#ports thus

the problems of the sector are related more to supply than to demand.

Somalia thus needs to promote increased production ot its traditional
exports, to expand and diversify its export base, and above all expand
its domestic agricultural production to reduce imports of agricultural
products which could be produced in the country, In 1978, 18 percent of
Somalia's imports consisted of food and agricultural products. Agri-
cultural production increases will depend on a number of factors all

generally related to producer incentives and assistance to producers.

Somalia's prospects for self-sufficiency in grains, edible oils, and
even rice, are peositive under normal climatic conditions, Howéver the
producer would have to be convinced that it would be worth his while in
terms of effort versus returns given the harsh environment, undependable
rainfall pattern, and hand hoe cultural practices. However, dramatic
increases in agricultural grain production were raported by the

Ministry of Agriculture and the University of Wyoming in the mid-60s as
a result of improved cultural practices and a minimal increase in the
level of technology. Further, Somalia utilizes less than 90 percent of

its cultivable land and much of it could be put into productive use pro-
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vided adequate water for domestic and livestock needs is available,
Even greater increases are possible if imported agricultural inputs and

equipment were available.

Somalia's imports have been increasing rapidly in recent years (by

about 20 percent per year). A significant amount of these imports,
particﬁlarly of capital and intermediate goods, were accounted for by
external assistance., Franco Valuta imports also accounted for an
increasing percentage particularly in the area of food and other con=-
sumer goods, Imports financed by official fo:eign exchange holdings
have increased at a much lower rate, as would be expected given Somalia's
current export performance, The gap between exports and imports con-
tinues to widen. Imports for the first six months of i979 exceeded
exports by nearly So. Sh. 100 million for the same period in 1978, a

26 percent increszse,

The question of franco valuta imports deserves examination in detail.
Somalis are a mobile people both by nature and culture and many (120=-
150 thousand), both skilled and unskilled, have gone to the Middle East
in search of employment (thus contributing to Somalia's manpower
shortage). Traders pufchase the foreign exchange earnings of these
workers at a premium (So. Sh. 10=-12 per dollar) and use the proceeds
(with Government of Somalis approval and taxation) to finance imports
of consumer and luxury goods which will yield a high profit margin,
From time to time, the Government of Somalia has also resorted to the

francoevaluta system to meet its critical import requirements,



A

The existence of such a system owes its existence to Somalia's over=
valued exchange rate, Within such a system, there is an incentive to
officially import consumer and luxury goods which yield high profit
margins or, morme profitably, to smuggle such items into the country.

As a result, much of the earnings which return to Somalia are in the
form of consumer goods (or in the form of housing construction and
real estate speculation), Somalia needs to find ways to channel these
earnings into more productive pursuits, Properly directed, they could
cqnstitute an important source of development finance, The recent
extension of the incentives offered to foreign investors 1in Somalia
with earnings overseas is a step in the right direction but more
realistic exchange rate will be required to fully rationalize the
system, Recent IMF actions have stimulated a close examination of

devaluation and action is expected by spring 1980.

At the end of 1978 gross foreign exchange reserves amounted to 99.3
million in special drawing rights. By the end of May, 1979, they had
declined to 84.6 million SDR's, equivalent to 3.9 months of projected
1979 imports.l/ Thus even with substantial levels of external assist-
ance, Somalia clearly does not have an adequate level of foreign

exchange reserves, (An adequate level of reserves is generally agreed

to equal 6 months of imports.)

1/ Recent information from the Central Bamk indicates foreign exchange
reserves may have dipped to a low of 4 to 6§ weeks of financing for
imports.
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Somalia places a considerable reliance upon external resources for
meeting import needs and the requirements of plan implementation.
While the vast bulk of these resocurces are provided on concessional
terms, the magnitude of the resources provided plus Somalia's weak
expoxt performance, is leading to a growing debt service burden. Debt
service payments amounted to 4,6, 8.0, and 7.9 percent of commodity
exports in 1976, 1977, and 1978 raspectively., Further, total debt
service payments are projected to rise from 54.5 million shillings in
1978 to over 200 million shillings in 1981, At that point in time,
Somalia will be extremely vulnerable to variations in export earnings
and levels of assistance., For this reason, Somalia and the donors
should seek to maximize the grant element of external assistance, Some

scaling down of the three year development plan may also be required.

.Though no precise figures are available, Somalia has resorted to suppliers
credits to finance certain investment activities, This is often a very
high cost option both in terms of the cost of the financing itself and in
terms of the cost and quality of the investment goods obtained., Though
the Govermment of Somalia is now taking steps to deal with the problem,
there were indications that use of such credits was being made by indivi-
dual ministries without the knowledge or approval of the Ministry of
Finance or the Central Bank. Resort to supplier credits is generally
inappropriate to Somalia's circumstances and their use should be closely

monitored,



ATTACEMENT

TABIE I

Somalia: Balance of Pa

(In Millions of Somali Shillings)

Exports, FOB

(Bananas)

(Live Animals)

(Other)
Imports, FOB

(Franco Valuta)
Trade Balance

Net Balance on Services
Balance on Goods and Services

Transfers (Net)

(Government)

(Private)

Balance on Current Account

Capital Movements (Net)
(of which official)
Errors and Omissions (Net)

Overall Balance

Changes in Central Bank
Net foreign assets
{~ equala increase)

Previous Page Blank
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¥ ]

558.0

(80.9)
(364.,4)
(112.7)
-888.1

(=)

-330.1
-313.4
-643.5

" 643.5

(631.3)
(12.2)
193.9

(269.2)
-11,8

mi82,1

-182,1

ts 1975-78

1976
510.2
(88.2)

(301.8)

(120.2)

-963.7
(17.0)

~453.5

-239,7

~693.2
276.3

(250.0)
(26.3)

~416.9
519.8

(424.9)

45

ml07.4

-10704

1977
448,9
(53.0)

(299.5)
(96.4)

-1,127.2

(=59.8)

-678.3

~206.9

~885,2
748.5

{666.3)
(82.2)

-136.7
273.5

(354.9)
42,2

mi79.0

-179. 0

1978
689.1
(58.9)

(570.4)
(59.8)

-1,537.1
(=415.3)
-848,0

-259.1

-1,107.1

666.3

(175.0)

(491.3)

~440.8
446,9

(528,5)

45,7

m51,8

-51.8
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ANNEX VIII

MONEY, CREDIT AND PRICES
Table I reveals that Somalia's money supply increased from
628.6 million shillings in 1974 to 1,728.0 million in 1978, an annual
rate of increase of 29 percent. As of the first quarter of 1979, the money
supply was expanding at an annual rate of 32.5 percent. - Though some of
this increase in the money supply is in the form of currency being held in
ldle balances by Nomads and the families of migrants to the Middle East, the
increase has had inflationary conséquences. Current "best estimates" place
the annual rate of inflation in the 15-20 percent range. v
The Government of Somalia hﬁs increasingly resorted to bank financing in
recent years. During the six years prior to 1976, the Government had been a
net creditor to the Central bank (with its deposits exceeding its borrowings).
In 1976, however, the Govermment became a net borrower and while it returned
to net creditor status in 13977 (as a result of increases in revenue and
substantial foreign aid receipts) it had returned to net borrower status by
the end of 1978. As of December 1978 net Central Bank credit to Government
stood at 311.1 miTlion shillings and by mid-1979 this had increased to
513.8 million shillings.

l] Somalia does not have a nationwide consumer price index. A nationwide

CPI for Mogadishu is maintained but due to the presence of controlled
prices, its reliability is doubtful.



TABLE 1

SOMALIA'S MONEY SUPPLY
(Millions of Somali Shillings)

1/
1874 1978 1976 1977 1978 1978

Money Supply 628.6 825.8 994.9 1325.1 1728.0 1853.9
Currency outside banks 306.5 389.5 413.9 622.5 883.1 930.8
Demand deposits 322.1 463.3 581.0 702.6 844.9 923.1

Quasi Money 154.4 179.3 205.1 219.5 318.8 356.3

Source: Somalia; RECENT ECONOMIC DEVELOPMENTS: IMF August 1979.
1/ A11 data as of December of given year except 1979, which is for the

month of March,
Tabte 2 provides a breakdown of the relative shares of bank credit received
by the major sectors of the Somali economy. It indicates that trade and
industry (and the state enterprises which comprise this sector) recetived the
lion's share of bank credit during the period under review. 1In April, 1977,
the Central Bank laid down quantitative guidelines regarding credit allocation
to the agricultural sector with a view to rationalizing the system of medium
and short term credit to the banana industry and increasing credit to livestock
and agriculture. As a result, the share of bank credit received by agriculture
rose to over 20 percent in 1978. No information is available however on the
amount received by the public as opposed to the private portion of the
agricuitural sector. In general, public sector activities have received

a disproportional amount of the total credit provided in recent years.



1974
1975
1976
1977
1978

TABLE 2
SOMALIA: DISTRIBUTION OF BANKING SYSTEM

CREDIT BY ECONOMIC ACTIVITY 1974-78
(in percentages)

Industry
Agriculture Crafts Trade Other
18.4 15.9 61.7 4.0
12.1 26.5 58,1 3.3
13.5 27.8 51.5 3.2
18.4 19.6 58.8 3.2

20.1 - 20.6 55.8 3.6

Total
100.0
100.0
100.0
100.0
100.0
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The banking system of Somalia is comprised of a Central Bank, an
investment (development) bank for medium and long-term development
lending and two commercial banks with some twenty branches. The
Somali National Bank (SNB) is the Central Bank, and as is typical

of central banks, acts 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., lending rates or

rates of interest on loans.

In 1970, the Government nationalized the commercial banks and

created the Somali Commercial Bank (SCB)which took over the assets

and liabilities of the nationalized banks. The same year the

Somali Credit and 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 established 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 recent years the SDB has
increased the share of its lending devoted to the agricultural sector.

In 1978 its lending to this sector accounted for 62 percent of total

lending as against 8 percent in 1974,

In an effort to attract private sector savings, commercial bank rates
on private sector savings deposits were increased substantially effective
the beginning of 1975. The interest rate range varies from 2 percent

on ordinary savings deposits to 6.5 percent on deposits for a period in



5
excess of 24 months. Interest rate charges on short-term locans by
commercial banks ranges from 5 percent to 12 percent as of
October, 1977. On medium-term Joans the SDB rates range from 5.5 percent
to 6.5 percent and on long-term loans, the rate charged ranges from
6 percent to 7.5 percent. Given the rate of domestic inflation, these
rates are negative in real terms and will make it difficult to mobilize

domestic savings and to sustain c¢redit systems.



ANNEX IX
DONOR ACTIVITTES

Previous Page Blank

Samlia's foreign aid is derived from several sources. The tables in

Part I indicate contributions fram the UN system, other multilateral

donors and bilateral doncrs are hroken out by sectors for the year 1978,

Part II presents a summary of the major large projects being financed
by principal donors in 1978 and Part IIT presents a summary of donor

food aid in 1978.

Contributions of tecimical assistance is not presented here because of

the large mumbers of projects involved, many totalling only a few
thousand dollars., The tecimnical assistance projects over $1,000,000

are sumarized below.

Project

Strengthening Agricultural Research
Fisheries Develcpment

Strengthening Veterinary Laboratory
0il Seed Production

Poultry

Feasibility Juba Valley Irrigaticn
Nanad Resettlement

Ag Extension, Research and Training
Primaxy Education

Scholarships 3rd FED

Scholarships 4th FED

Bducation

Saupr/
Kuwait

IR
2,293,000
2,485,000
1,285,000
1,033,000
1,649,000
1,680,000
3,950,000
5,053,000
1,124,000
4,207,507

2,380,700

4,438,000
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Studies FRG 1,250,000

Health Services UNICEF 2,724,000
Medical Assistance IRAN 1,114,000
SIDAM UNDP 1,063,000
Water Resources FRG 2,500,000
Census UNFPA 1,751,000

Smellpox Eradication WHD 3,478,000



i) THE UNITED NATIOHS SYSTEH

During 1978 the United Nations Systcm+)made a total
contribution of US$23,916,000 in the form of technical and
ore-investment assistance and food aid,

The secto;§1 breakdown of assictanca from the United
Nations System 'in 1978 is as follows t(in UZ% '000):

UND P THO  UNICEF FAC NNIDC 0WO TP UNFPA UNHCE.

Agriculture 1,844 36 600 i , 150
Culture 2

Education 3s 279 ]

Lo
bt ]

Gen. Economic
avd Sorn,

Health ‘ 169 2,7h8 60 ' 1o
Induatry 232 o3

Labour
Management 152

Natural
Resources 8

Population £5
Relief
Activities 2,0

Transport
and
Communica. 7

o
i~

18

Food Aid 12,293

—_ . f o - rm— -

1,138 AGO 143 15 12,293 73 3,214

Toctal 3,

[«}Y
Lh

'k
[\
-
~d
O
0

+) not includine 'orld Rank (INA)
++) including %1 ,9A1 2854 asnecial 1778 fund for smallnox



World Bank/Internagional Development Association (IDA)

1974~1983 Agriculture 28,000,000
1974-1980 Education 14,000,00N
1972-1978 Transnort and Conmmunication 37,600,000
1978-198! Labour Manicement 5,000,000

Total S&,600,000

Page : IV



ii) OTHER

MULTILATERAL ASSISTANCE

+) 1)
Technical
Assistance

The European Economic Communcity

{EEC)

Agriculture
Education

Jeneral Economic and
Social Plannine
Heaith

Industry
Internactional Trade

Tranmegpert and

T

Social Sacurity

Tocal

Af:i;an Neve lopment Fund
(ADF)

1979-

Aericulture

1976-1978 Social Security

Transoort and
Communication

Arab Fund for Economical

e .
Coummynicdation

1,666,043
1,328,030

438,042

PR AN

3,232,115 Total

Total

and Social

Development (AFESD)

1976-1980 Acriculture
1977-1980 Transport and
Communication

Islamiec Bank

Transnort and
Communication

1) A

~}

- Sev

rrants

Total

axcent

Snerine

++)
Capital
Asslstance

Food
Ald

18,799,240
12,848,000

44,032,653
4 157,485

79,277,408

8,800,000

5,500,000

5,500,000

19,800,000

22,400,000

one shorc-term loan

26,178,890

50,573,990

7,500,000

of

Arnianre:
j

Sea
Page 4



China
1975-1678 Transpor:c and
Communication
Health
1978~ Others
Egypt
Education
Czechoslovakia
Agriculture
France
Health
Labour “anapement
Total
+) 1978 “ontribhutinas
++) Several years coatritution
+++)  UYarerinare Lataraz-ry Dresj

X

nelgium

Bulgaria
1972-1678

iii)

BILATERAL ASSISTANCE

Natural Resocurces

No amaonyn . R LI

[ SN

+}
Technical
Assistance

Total

ag ann

279,000
233,000
512,000

++4)
Capital Tood
Assistance Aild
See
Page

6,500, 000

64,000,000

43,750,000

107,750,000



Federal Republic of Germany

Agriculture

Education
General Ecoftomic and
Social Planning
Industry
Natural Resources
Social Security and
Ocher Services
Relief Activities
Transport an:
Communication
Various

Totakl.

Garman Pemoecratic Pepublic

India

Italz

+)

.-.4-)

Agriculture
Education
Relief Activities

- Transport aad

Communicatcion:

Education

Education
General Fconomic and
focial Planning
Health
Transport and
Communication

Total

1978 Contrihutions
Several vears contributions for ongsoinnm projects

+)
Technical
Assistance

1,250,000
244,000
1,750,000
X
2,500,000

X
X

1,300,000

T 044,000 Total

6,000

£,506,000

121,000
253,012

X

$.946.012

Page : VII

++)
Capital Food
Assistance Add
11,250,000 See
Page 46
1,500,000
12,500,000
25,250,000
See
Page 45



*)
Technical
Agssistance

Irag

Apriculture . X 3g,0040,000
Education 1,720,000
Health . 88,000
Watural Resources 200,000
Trangport and
Communication 45,000
Industry 31,000,000
Total 1,053.000 Total RO,000,A00
Iran
Health 1,114,000
Relief Activities X
Total 1,114,000
Kuwait
Agrigulture X 21,000,000
Indusctry 26,000,000
Total 47,000,000
People's Republic of North Korea
Agriculture 18,700,000
Education X
Industry 5,800,000
Total 24,500,000
Lihya
Arriculture 15,000,000
Tortal 15,000,000
Metherlands (Grant) +++)
1378 Agriculture 214,000
- L - 1
e b a b L L 3,353,991
Total 214 9700 Toral 3,333,901
+) 1978 Contributions
++) Several years contributions for onmoing projects
) Prenaratory studies for Sa“laale nroiecrt not included

in this fisure
A Ho amount ~2iven

Page

++)
Capital
Assistance

VIII

Food
Aid
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Taechnical Capital Food
Assistance Assistance Aid
Norwa! :
Agriculture , 82,000 Page : IX
International Trade 146,000

Total 228,000

Pakistan
Education 12,000
Labour Management 3,000
Total 15,000

Sctata of Qacar
Agriculture X

Saudi Arabia ' T ‘ )
Agriculture X 3,300,000

Agro~Industry 79,900,000
Education 11,649,000
Industry 17,000,000
Relief Activitieas X '

Total 111,840,000

Sudan

Education X

Health X

Transport and

Communication X
Sweden (Grants)
1978 Agriculture 2,293,580
1978 Industry 1,146,790

Total 1,440,370

+) 1978 Contributions
++) Several years contributions for ongoin~ nrojects

b4 Yo amount ~iven



United Arab Emigates

Acro=Inmdustry
Transport and
Communication

United Kingdom

USAID

Yuroslavia

Agriculture
Education

BEealth

Industry

Labour Yanarement
Transport and
Communication
VYarious

Aericulture
Health
Total

+)

)

Agriculture
Education
Industry
Nelief Aczivicies
Transmort and
Coemmunication

Total

1973 Contribuctions
Several vyaars
imount

~Lvon

+)
Technical
Agsistance

Total
X
X
X ~—r
X
X
Tatal
3,513,006
140,000

3,853,000

280,700
74,900

135,00N0

4,100

AOF ) ann

4+ )
Capital
Assigtance

Food
Aid

78,000.00C

48,000,000

126,000,000

5,300,000

5. 000,000

5,200,000

2,500,000

7,700,300

asrzributioans for on~2iam proiects

See
Page 435
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Page : XI
.
Techniczz Capital Food
Assistance Assistance Aid
Agriculture 209 000
Catholic Church _ -
Rducation 46,000
Health 31,000
Total 77,000
arab League
Education X
8ritish Red Cross
Relief Activities X
+) 1978 Contributions
++) Several years contributions for onroing nrojects

X Ne amcunt given
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e

CAPITAL ASSISTAMNCE

Page : XII
I. ™MULTILATERAL

WORLD RANK/INTERNATIONAL DEVCLOPMENT
ASSOCIATION (IDA)

1974~1931. Trams Juba Livestock Projiect $ 10,000,006
The protect aims to imnrove catcle
marketineg iu the Trans Juba area by

developing 5 cattle markets: 1
holdine ground: 1,000 km of stochk
route - 2 arazing ranches- irrigated

farm for feedlot cattle fattanine:

5 veterinary laboratories and 5 dis-
pensaries, Technical Services are
provided for administration, train-
ing and future project nrenaration,.

1976=-1689 Droueht Rehabilitation Project 3 8,000,000
The nroject will assist the produc-
tive setrlement of drousht-=stricken
nomads through bush clearing of
15,000 ha in three settlements using
crawler tractors, orovision of
arricultural machinery to cultivate
the cleared area: mobile workshop,
office building and vehicles.
Technical assistance for olanning
and imnlementine crop development
nrogrammes, monitoring and evalua-
tion as well as future nroject
preparation are alsoc included.

1977-1933 NYorth Vest Region Apricultural
Development Project
The project will help imnrove the
productivity of aecriculture in the
recion by the construction of field
bunds on 25,000 ha over 6 vyears,
renair of existins bunds on ahout
2,000 ha and exnerimental ~ully
erosion contrnl worlks develooment
0f 50 small irrigated farms,
Imnrovement of crop triasls and

A

10,000 000

o o aiw. Yorticultuaral
fruic cron trials, extansion ner-
vices, constructian of 139 trater
points for human and livestacic con-

sumntion, technical servi:cas, train-
ine and feasitilitv studizxs,



197439809

1972-1978

1989-1978

1973-1978

1976=-1973

i978-1981

1976-1981

Second Fducation

The nroject will assist education
by supportine the development of a
national lansuape institute, new
education proesrammes for nomads,
expand nrimary teacher training and
secondary education and fisheries.

Secoud Highway -~ Rarceisa-Berbera
Construction of the 15° km Hargeisa~
Berbqra road and consulting services.

Road Supplementary - Afpoi-Raidoa
Construction nf the 21f km Afgoi-
Baidoa road, purchase of road main-
ramancae and wnrkshan eouinment and
buildine new offices for the Hiph-
way Denartment and Highway Devalop-
}knt Progranmme..

Mogadishu Port

Construction of an alongside port to
replace lighterase port, the main
elements of which are a 779 m long
breakwater, 4 berths, sheds and ware-
houses and services of enpineering
and management consultants.

Mogadishu Port Extension

Construction of a 1850 m long general
cargo berth and a2 180 m straight line
extension of the breakwater financed
as above and consultants' services
for supervision of construction and
detailed design of a slipway and
berths for tugs and lierhters.

Somali Devalonment Nank

To provide foreign exchange
resources to Somali Development
Banl: to enable it to finance
viable enterprises and to improve
its project arpraisal capability.

Third Highway Project

The nroject will assist the develop-
ment of the North West hty the con-
structicn and ralated supervision of

the Harreisa-Rorama road (113 km) with
a link to Turwaijaleh (19 km). TIr will

also help the development of the Juba
7Jalley throueh. A feasibhility study

and detailed eznrineerine of the Ninsor-

Pardera-felib road (340 km). Finally

3 8,000,000

"Page : XII1

& 9,790,000

4 2,700,000

3 13,000,000

& 5,200,000

55,000,000

$ 7,000,000



it will olp improve road —ain-

tenance hv strenmthening of Civil Page: XIV
Enrineering Department throueh pro-

vision of Technical Assistance,

traininn and workshop equipmaent,

1978-1943 Third4 Fducation Project S R,000,000
The project will assist in consoli=-
datine raecent achievements in
primarvy education and adult literacy
by improving the quality of educa-
tion through curriculum development,
inservice teacher trainine and pro-
- duction of teachins equipment.

b) African Develonment Fund (ADT)

Loan for the construction of the 55,500,002
Harceisa bDorama road in conjunction
with AFESD, INA and Islamic Bank.

1976=-1978 Loan for the construction of three $ 5,500,000
hosnitals in the resettlement .ireas.

1978- Loan for the financine of pnart of 5 #,800,000
the foreign dmehance cost and part
of the local cost of the Agricultural
Extension and Farm Management Train-
iag Projecrs. Aesreed in 272 to be
signed in 1979,

¢} European Economic Cormunity

16751978 Lean to Yational Ranana Office,
interest-frae 5 6,333 470
1373-1978 Construction of Mogadishu deen water $ 14,037,300
nurt. fHrant of about half of the
port's construction exnenses.
1977-1980 Nfolwein=-Gelid road. Gramt to co- $ 23.847.39¢
finance with the AFESD 1can for the
remainins half the construction of
a paved road. 24,525,033 spent in
1978,
1977=-197% Social buildines- Construction of & 4,157,483
lodeginge classes and sheds in the
agricultural resettlement camns.
1974-1979 ¥atibnal University = GCranz £2r the So12,842 000
construztion of £he MWatrional
University in "Mogadishu. TIO712,198

n

spent 1n 18703,



e)

o~

£)

1975-1879

Crapefruic plantation in Golwein
and Bulo Merverta. 3 3%1,48AN
spent in 1978,

Arab Fund for Economical and Social

Development (AFL3D)

1976=-1980

1977-1980

Development of about 15,000 ha of
irrizated cultivation in resettle-
mant areas (loan).

Loan for the construction of the
Hargeisa~-Borama road in conjunction
with Islamic Bank, ITA and ADF.

folwein-Gelib road loan, covering
447 of the paved road construction.

Islamic Bank

Loan for the construction of the
Hargeisa Borama road in ccnjunction
with IDA, AFESD and ADF.

Page

B
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22,400,000

8,000,000

20,178,990

7,500,000



a)

b)

IT. BILATERAL

Page ; XVI

Bulgaria

Loan

1972-19278 Loan of $5 million at 24% interest
for 10 vears.

Geological prospecting for non-metal 8 5,000,000
materials (mainly tin ore). 25

experts attached to the project.

Location* Majayan, Dalan, Dosaso.

]

1976-1978 Loan of %1 ,300,20N at 242 interest $ 1,500,000
for 1IN years. VYNon-metallic
seolonical research (mainlv Xaolin).
42 technicians attached to the pro-
Pasr Tasari-n Darhurz., Harzeisa
afta vastern Somalia.

People's Republic of China

Loan ~ Construction of Beletweyn-Burao

“Arr

64,000,000
rcad, about 1,045 kilometers, com=
pleted in 1378,
Loan -Completion of Fanole project $ 43,750,000
=30 bore holes

-Road eaquipment

-Technical puidance in tobhacco «rowiag
and flue~curing atc Afgoil.

-Canstruction of buildings for the
Political Institute

~Construction of buildings for the
Agricultural “Mechanization Schooni
in Fanola

-Provision of huildinp materials

~-Other projects to be aareed unon



et

c)

d)

Federal Republic of Germany

i977-1378

1978-

1978~

1978=-

Irag

Lean with U.75%7 interest for the
foreign exchianze costs arisine from
the procurement of roods and related
sarvices for ~“he Nomad Settlement
Proeramme.

Commodicy aid. Loan with 0,75%
interest for the foreign exchange
cocts arising from the procuremaent
of goode and sorviers, =1:tu 1 zrace
period* of tun vears.

Mogambo ZTivigpation Project

Joint finuncing toeethzr with
Kuwaiti Tund {conditions not yet
fixed). :

Water Supply. OGCreant tc meet the
foreign excaanre costs resulting
from thce purzhase of goods and
services for the Water Development
Agenerv,

A loan for the construction of an
oil refinery in Mopadishu with an
output of about 500,000 m.t. per
year was signed in 1974. fConstruc-
tion was stavted in 1975 and com-
pleted i» 1278, The loan is at a
low interest =ate,

Somali=Trigi Arriculcural Develop-
men: Corporaiion syvarted 1its
Activitias in Avqusc 977,

' ' , SodhL o oand 315,000,600
as a lovan zi 1,3 ‘ate=anss are pro-
vided L ITtuaa, TU. Lvia.eencs Toiated
are in the tisheries scctor - 6 ships
traiicr and tue [HaLing boats ~ the
asriculturzl tector - 10,000 ha to be
irrigated in 8alat/Jowhar and in ani-
mal husbandry sector - noultry and
sheen,

¢ 2,250,009

Page : XVII
$ 12,500,000

$ 9,000,000

$ 1,500,000

i

30,000,000

A

36,000,000



e)

£)

g)

h)

1)

Xuwaiti Fund for Arabic Zconomical Development

- Tinancing 91 per cent of the cost of

new elactric power station in
Mozadishu estimated at So.Sh.141
million cn loan basis with !.5 per
reat intarest payable in 30 years
with a 5 year gsrace period.

Morthern Ranneland Development
Projact (loan).

People's Republic of North XKorea

L'bza

Mdetherlands

1977-19378

1977-1978

Saudi Arabia

Cement factory in Berbera. Construc-—
tion started in October 1875 (to be
complerted in about 3 years) (loan).

Balad Irrigation Project. In April
1975 1,000 ha were supnlied by an
irripation system. A total of
10,000 ha are pianned to te pro-

vided with an irrigation system.

(loam)

Mneadishn Polvtechnic Institute.
Construction started early 1975
and completed in 1978 (loan)

e, e

A joint Somali/Libyvan Agriculctural
Corparation was formed in 1974 with
Libva vaving 49 per cent of the
capital. Included under the corpora-
tion investment is the Afgpoi-Mordile
3,03 ha aericulctural scheme (loan).

Grant for the purchase of oane tuchoart
for the nort 3f Mogadishu.

Grant for the construction of two
bridees in Bu'aaie and Gelib and three
feasibilitv studies.

1976-1978

An interest-free loan of %29 million
with a 1" year arace period far che
enlareemens >f textile nlant (317
millicon}, suear factory (3A,7 million),
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26,000,000

21,000,000

5,200,000

18,700,000

N/A

15,000,000

28,000,000
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i)

k)

1)

1977-1980 -

1978~1980 -

Sweden
1978~

1978~

United Arab

livestock research ($i.1 mitlion)
and breediny oi livestock ($2.2

million). Remsinine 7" per cent
of the credit, i.e. 3.% million,

disbursed in 1978,

An in:eteht-frée.Iban-of-$73‘millicn

for the susar factory in Gelibd
(capacity of 50,000 tons). Co-
finaneinpg with United Arab Emirates.

An interest=free loan of %11,64%,000

for the National University of
Somalia.

Grant for boat-building factory in
Mogadishu '

Grant for the Coastal Fisheries
Development Agency

Emirates

1977-1980 -

1976-1978

An interest-free loan for constmuc-—
tion of the sugar factory in Gelib.
Co=-financing with Saudi Arabia.

Page
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An interest-free loan for the construc~- §

tion of the Berbera Burao road.

United Kingdom (0.D.¥.)

Grant

1978 -

Purchase of 17,000 rons of cement
(582.2 million).

30 two-room pre~fabricated bunga-
lows for Lower Juba Sugar nroject

Ay -~

=711 ian) -

Cquipment and tools for fishing
workshops in the resettlement
centres (5! million).

landtools, fencing wire and survey
equipment for ranrme and forestry
develonment (37.6 million).

LFr

XIX

73,000,000

23,000,000

1,146,790

2,293,580

78,000,000

48,000,000

5,000,700



m}

Yuposlavia

Page: XX

Loan for the nurchase of fishing $§ 5,200,000
boats.
Loan at 4.57 interest rate for the & 2,500,600

Hides and Skin Factory, Mogadishu.
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Foon AID

a) WFP : $

1973=-19078 S0 719 Reforestation and Ranneland -
Develophent : 1,206,000
(3,677,800)

1974~1978 SOM 548 E Agricultural

Develonment 251,000
(1,518,500)
1974-1978 S0 2049 Training of Fishermen 307,000

(2,105,400)

1976=-1979 &nM 2139 Construction of
Classroomsg, etc. 603,000
(1,880,200)

1977-1979 SOUN 2349 Feeding of Vulnerable

Groun 1,162,000
(4,647,700)
1977~-1979 SOM 2326 lastitutional Feeding 2,308,000

(6,817,200)

1977-1980  50M 2294 Nesettlements of Nomads
as farmers 6,436,007
(21,499,000)

Amounts in brackets are the totals annroved for the nrojects

b) EEC Regular Food Aid Programme (1°78)
1,600 tons of hutter oil

¢y USAID
Title IT 1977-1978 (already mentioned in Part A, Code 60)
12,150 tons of maize, 6,870 tons of rice, 2,50C tons of DSM

Title I {973
24,000 tons of wheat




§oe

d)

e)

£)

Fedaral Resublic of Germany (1978)

1,656 tons of wheat flour

Abu Dhabi (1978)

5,590 tons of wheat flour

Belgiuym (1278)

7,117 tons of wheat

Italy (1978)

9,933 tons of wheat flour

Page :
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ANNEX X
"IMPTEMENTATION OF THE STRATEGY

Although Scmalia is a large country, 638,000 sg. kms.  which in itself
represents a major inmplementation factor, land and air commmication

are reascnably good for a LDC. The most distant portions of the country
(northwest regicn) are three days drive an good roads from Mogadiscio..
The southern port of Kisamiyo will be commected by an all-weather rcad
with the capital by mid-1980. There are scheduled airline services
between the capital and principal urban centers and a number of rural
commnities can be reached by small passenger craft. Although teleplrme
cammmications are peor, there are good radio links throughout the
comntry. |

The A.I.D. Mission in Samalia has had implementation foremost in its mind
dwxing the initial design phase of the newly established program. Our
current project portfolio can best be defined as an interlinking, concen-
trated program. It is geographically concentrated in two areas of the
country, Bay Regicn and Central Regions, concentrated in the agricultural
and health sectors, and focuses on projects of $10,000,000 and wp in order
to make intense management wortiwhile. At the same time, the program is
closely interlinked with all projects interdependent for services. This
approach has permitted us to deal intensively with the four tecimical
ministries with which we collaborate closely and to staff the Mission with

Project Managers for every project.



-2 -

The geographic concentration has permitted us to develop an overall project
logisticss@portconceptmderatrustfmdmdhirealocalconuactorto
provide logistic support to all projects. The concentration also allows
the Mission to perform field momitoring at least twice a month. As the
A.I.D. program extends to other areas as a result of phased implementation
Or program expansion, serious consideration will be given to establishing
area development offices.

The A.I.D. program addresses the issue of government familiarity with
A.I.D. precedures head on. The Mission found that, although the government
had no recent experience with A.I.D. procedures, they had been implementing
other programs using intermational tenders and therefore were familiar with
gmmlprw@tsofcontmctproc_edures. Therefcre, in the interest of
maximizing Scmali control of their projects, the Mission adopted a hasic
policy of using the host country contracting mode for all projects. Our
Project Officers and Project Managers spend significant periocds of time
working with the ministries to develcp RFPs and CBD Notices, review proposals,
develop contract language, and advise in negetiations. We view this as
laying the groundwork and developing a Samali capability which will have pay-
offs in the long run. Our initial experiences have been good, and we are
cptimistic that cur joint efforts during the contract management phase will
be equally effective.

In addition, two firther steps are being taken to address the issue of
Samali capability, First, we are emphasizing the use of cperational teams

L1}



as opposed to adviscry teams. These teams, in the initial years, take a
primary responsibility for implementaticn, and in the later years phase
out as their Samli counterparts develop. As a corollary to this, the
projects focus an developing skills at the lowest level of the pyramid
so that the rural workers can be effective with a minimum of supervision
and support from higher levels, Furthermore, the agricultural program
is basad on tlmree major multi-domor projects under which autonomous

project management units are being developed to implement the programs.

‘USAID is planning to utilize a Title XII Institution as a intermediary in
ane project, and a PVO (CIUSA) to undertake a program o strengthen the
cn@efativemtinthemtry,mwhichmhaveﬂmprm:ymle.
We have been exploring the interest of other PVOs in assuming responsibi-
lity for assisting the Ministry of Local Goverrment in handling the large
PL 480 Title IT program. CARE has already submitted a proposal for which
USAID can take credit for stimulating.

The lack of any locally menufactured materials and the serious scarcity of
imported construction materials,has proven to be a most difficult problem,
The Missicn has been exploring East African alternative sources but trade
camamications are weak. In order to strengthen our procurement capacity
the Missicm, after several months of negotiation, has selected a procure-
ment agent in Kenya for project procurement. It is now possible through
this agent to ship material overland, thus, reducing transpcrt time. We
are also considering moving further afield to the Far BEast which has scme



direct shipping connections. REDSO's actions to liberalize shelf item rules
to pemmit wider procurement has proven to be a very time consuming and a
frustrating bottleneck although we now think that we have adequate U.S.
orders from three projects with cocrdinated shipping dates to go liner
cargo for direct shipment to Mogadiscio. In order to accomplish this we
were forced to devote staff time of two contractors to work in the U.S. to
arrange shipmemts. In the future, we intend to try procurement agents in
the U.S., other than AAPC to see if we can get better performance.

As we move to the future, the Mission intends to maintain a similar posture
in tems of aveiding a proliferation of small projects. We would like to
became involved in the education sector to more specifically address the
manpower needs and we see a real need for appropriate, capital saving
tecimologies programs to provide specific support for the agricultural
sector and general support to the econcmy. Beyond these new initiatives in
the ten-year develocpment horizon, we see replication of cur Rural Health
Delivery Project in additicnal regions, replication of ocur Bay Region Project
Delivery Services Project and replication and expansion of the Central Range-
lands and Comprehensive Groundwatar Projects, and the addition of animal
health to our Livestock Sector Program.

We anticipate a need for very little increase in direct-hire staff above ocur
current level of 22. We have had excellent luck develcping cne FSN as a
Project Manager and feel that this route can be effectively utilized to

recduce the needs for additional USCH staff for project menitoring. As our



programs get wnderway and the critical initial year passes,a Project Manager
will be akle to handle more than cne project, and thus the need for addition-—
al Project Managers will level off. Utilization of a logistics contractor
for both Mission and project support has made it possible to operate with
minimm USTH administrative staff., Finally, a shift of a portion of the
program to a commodity support grant will allow the Mission to effectively
handle aven vastly increased resources with no increase in staff, and is
critical to doing more with less.





