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EXECUTIVE SUMMARY

Somalia’'s strategic location and security cooperation with the U.S.
require a strong U.S. interest in helping to create an economic system in
Somalia which is increasingly capable of providing for the needs of its
people. Levels of AID support reflect these interests and permit
consideration of a full range of assistance through AID. This strategy
presents a plan for effective utilization of the resources.

The Mission s strategy for Somalia has been developed with the full
involvement of all Mission staff, AID/W representatives, and local FVO
staff. It represents our best assessment of where Somalia is, its
strengths and its weaknesses, and where it is going over the planning
period of 1987 to 1989. The Embassy and Country Team fully support this
analysis and the proposed strategy. :

We have identified two overarching strengths of the Somali culture and
economy which give cause for optimism:

- the Somali conception of their nation as unconstrained
stretching into the Middle East, Egypt, and the grazing lands of
Ethiopia and Northern Kenya.

- the wide economic and social integration of Somali families into
what have been termed "Multinational Corporations in Microcosm"
which give the economy great resiliency and the ability to
withstand seemingly overwhelming shock.

These strengths have permitted Somalia ta survive during the past 15
vears. fAfter a promising start in the 19605, the 1970°'s ushered in a
strong shift to socialism, characterized by the abandonment of
development programs in favor of state farms and public enterprises. Now
in the 1980's we must help recreate much of the human, institutional, and
philosophical base of the 60's to get the economy moving again.

Analytical Base

The macroeconomic situation can best be regarded as perilous.

- The basis of the economy is narrow, with the agriculture sector
contributing 34%Z of GDP, of which 394L of the total is from
livestock.

- Real BDF was stagnant during the late 1970°'s and anly began to
show growth in the early 1980°'s.

- The budget deficit has been growing steadily since 1778 &t a
rate of 0¥ per annum.

- The balance of payments situation has steadily worsened due to
stagnated exports and increasing imports, compounded by
increasing debt servicing requirements.
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s a result of the above, inflation has been extreme, the exchange rate
has became excessivly overvalued and the Government ' s attempts to manage
the ecaonomy have failed.

The resiliency aof the economy —— due to the outward-looking philosophy of
Somalis, the unofficial remittances from migrant workers, and the
diversified and interdependent extended family network —— has given the

government a breathing spell in which to get its economic policy in line.

- The government managed to adhere to IMF standby arrangements for
the entire period of 1980 to 1983. Although they were unable to
reach agreement with the IMF on an Extended Fund Facility in
early 1984, they are now in the final negotiations of a very
strict standby arrangement for 1985 which addresses the major
macroeconomic probiems.

¥

- The government has'begun to shift 1ts policy away from a
ctontralled economy and to encourage market forces.

In the Development Sectors there is significant potential if critical
constraints can be overcome. The lack of trained personnel is a
canstraint in all sectors, second only to the general economic situation.

- Technical and managerial skills are lacking in both the
government and in the private sector as the most competent and
capable people have taken jobs outside the country.

- Training institutions have not emphasized practical aspects and
have often imparted inappropriate skills.

- Nearly all development programs in the sector have emphasized
infrastructure with little caoncern for quality.

The USAID-financed Education Sector Assessment and subsequent Civil
Service Reform study have identified the needs in this sector and propocse
a plan for addressing the problems.

The agricultural sector is the backbone of the economy and the society,
serving as the base for integrated family activities and the only major
source of exports. The follawing factors are significant to this sector:

- Somalia is an ecologically diverse area with a common constraint
nationwide - low and erratic rainfall.

- The two major river basins offer the potential for reliabie
production.

Lig
(1]

- Most farmers are engaged in dryland farming. -

- Livestock is the sale means of livelihood for a large propartion
pof the population and is part of the farming system of nearly
all farmers.

- The level of technology and consequently agricultural
productivity are extremely low.
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Despite these constraints, it is in agriculture that Somalia enjoys a
comparative advantage.

- Significant markets in the Middle East are in close praximity
and the Somalis are familiar with the market.

- There is scope for diversification of praduction and export.

- Froduction efficiency levels are so low that there is
significant room for progress.

- Other sectors offer no proof of any special advantages far
Somalia.

The USAID strategy is based on two premises:

- Saomalia receives assistance from numerous major donors and
therefore our resources should be focussed in areas where we can
be more effective than others.

- A carefully integrated blend of policy dialogue, program
assistance and project assistance would have the optimal
long-run effects.

Over 70% of the Somali national development plan is financed by
contributions fraom approximately 25 donors. Increased emphasis on
adhering. to the Public Investment Frogram as approved by the Consultative
Group has begun to minimize overlap and clarify various donor programs.

In developing the following strategy, the Mission avoided sectors which
already had considerable donor involvement, or where we felt that other
donors were mare able to provide the necessary assistance.

In most cases the project activities cannot be successful withcout
significant policy changes which are derived from the policy dialogue,
often supported by program assistance. This interweaving of resources
with consistency aof purpose makes the various forms of assistance
mutually reinforcing.

The strategy has both a short—term and a lang-term objective.

Short—term - Provide balance of payment support, reduce the public
deficit, and support pramising areas for future growth.

Long-term - Build a hase for productivity in a diversified and
outward-oriented economy.

The shart—-term objective addresses the prablems of macroeconomic
stabilization which is a prerequisite for real longer—term development.
The long-term objective constructs the human, technical, and
institutional base necessary for the country’'s full development.



iV 4 1

The Mission has selected three development themes that cut acrosc the
entire strategy.

-~ High priority to indigenous private sector development to encourage
an increasing role for the private sector in the economy.

- An emphasis on policy reform to address the principal constraints to
efficiency in both the public and private sectors.

- Encouragement of the outward orientation of the Somali economy which
has given it resiliency.

In the shart—term stabilization program, the strategy is to pravide the
macraeconomic support through mechanisms that support the private sector
rather than the public sector. Further, this support serves as the
vehicle for major policy dialogue. The Mission has identified several
key macrao policies, consistent with the IMF reforms, which are at the
heart of aour policy dialogue.

-~ Through counterpart funds generated by balance of payments
support programs, we have begun to play a majaor role in helping
the country develop budget control policies.

- Civil service reform is an area where great strides have been

made in having the concept accepted, but where we are well aware

that more technical and financial as=zistance will be needed
before the reform becomes a reality.

- Active encouragement of trade to make the most of the uniquely
diversified Somali family.

In the development sectors our strategy is to concentrate on the
agricultral sector while addressing overall human resoutrce constra:i:nts
in those ministries which directly affect 1t.

Within the agricultural sector the strategy calls for continued but
declining emphasis on dryland activities.

- The dryvland portion of the sector affects the largest numbers of
- people, is most intimately linked to livestock product:on, and
in good years is very productive.

- It is also the most risk prone, with drought of wvarying severity

two years out of five. This makes shifts to more sophisticated
technologies less likely.

A new emphasis will be placed on the irrigated subsector where more
reliability is possible due to cantrol of the scarcest rescurce, water.

- Each of the two river basins offer potential for significantly
increased and diversified production and hence passible food
self-reliance for Somalia.

1
n

v
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- The efficiency aof water use on existing irrigation schemes wiil
be aof the highest priority.

- It is most likely that "minimum input” packages will continuve to
be the basis of production, but continued production research is
necessary to define the most appropriate production packages.

The strategy for livestock emphasizes the export markets through the
improvement of market infrastructure and animal health, diversification
af markets, moving toward more value—added (e.g., meat processing) and
research into more marketable animals.

Other sectors are targets of ovpportunity. In population we have found
the government receptive to beginning to develop a population poiicy
which will have long—term payoffs. We will be assisting them in testing
reasonable approaches. .
Refugees have been a significant factor throughout the 19280s and we have
maved from the early emergency programs, through organized care and
feeding, to small-scale productivity activities. Our strategy for the
1987 to 1987 pericd is to initiate settlement activities to provide a
means for refugees to betome self-sufficient and integrated into the
economy so that refugee camps will eventually cease to enist.

Resources

The strategy calls for total resources of $85 to 90 million per year
@xclusive of FL-480 Title 11. OFf this amount 79% is for macroeconomic
support at the beginning of the planning period, declining to &&% at the
end of the period.

The major macrgoeconomic resources are Economic Support Funds provided as
a commodity import program primarily through the private sector, along
with FL-480 Title I/111 providing food for sale to the private sector.

Development Assistance resgurces will come primarily fram the
Agriculture, Rural Development and Nutrition account, with small amounts
from Education, Human Resources and Population accounts. Small amounts
of Special Development Activities funds will be utilized for Private
Voluntary Organizations’ programs.

In this strategy we have identified the following benchmarks for what we
would plan to acieve by 1989. These benchmarks will be reviewed each
vear in the annual work plan to check on progress.

- inflation - the annual rate of increase in the consumer price index
will be less than 28%.

- The budget deficit will be reduced to 254 or less of total
expenditures.

- Non—-livestock exports will constitute more than 2074 of total exports.
- Private sector share of bank credit will be greater than 40%.

- Civil Service reform recommendaticns will be completely implemented.
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I —— ANALYSIS
POLITICAL BASIS FOR THE AID PROGRAM

The United States Government regards the Horn of Africa as a geagraphical

area of importance because of its proximity to the Pesian Gulf, Southwest

-Asia and its location along the strategic sea lanes through the Indian

Ocean, the Red Sea, and the Suez Canal. The GSDR is cooperating with the
U.S5. in preserving and enhancing the security aof the region. The GSDR
has agreed to provide facilities for U.S. forces, should their presence
become necessary, and its forces have participated with those of the U.S.
in joint exercises on the Somali territory. These factors, in addition
to the U.5. developmental and humanitarian objectives for Africa and the
third world, reguire that the U.S. take a strong interest in helping ta
create an economic system in Somalia which is increasingly capable of

providing for the needs of its people.

MACROECONOMIC CONDITIONS

— s . o . e oy

changed much over the last eight years. Agriculture represented 33.92
percent of GDP in 1983 as compared to S54.2 percent in 1973. Even within
agriculture, livestock cnntihues to dominate with 39.2 percent of GDP in
1983 as compared to 38.3 percent in 1973. The relative importance of
each of the major sectors of the economy, along with their annual growth
rate for the period 1975-83, is shown in QNNEX IiI, Table 1.

Real GDF {(at factor cost) grew at an annual rate of 2.2 percent over the
period, which is less than the estimated population growth rate of
between 2.6 and 3.2 percent. Manufacturing grew at a relatively fast
rate of 5.5 percents; however,.it still accounted for only 7.3 percent of
GDF in 1983. The aother major sector of the economy showing a relatively
high growth rate was the service sector (4.7 percent), with real estate,
insurance, and banking dominating with a growth rate of 6.0 percent.

Even the government had a growth rate higher than that of the GDF.
However, as can be seen from the table, the growth of the government
sector occurred before 1980. Since that year, the relative importance of

the government actually has declined. This can be attributed to the

Previous Page Blank


JMenustik
PPB


failure of the government to grant wage increases in step with the rest

of the economy.

Real GDF at market prices grew less rapidly than GDP at factor cost.
This 1s attributed to the fact that real indirect taxes collected by the
government declined over the period. This will probably be reversed in

the future as the GSDR has recently imposed a sales tax.

Annex 111, Table 2 shows the expenditure components of the GDP. The rate
of growth of consumptiaon for the period 1975-83 was 3.1 percent, while
the rate of growth of GDP (at factor cost) was only 2.2 percent. During
the same period real fixed investment declined at a rate of 2.9 percent
per year. For the year 1983, fixed investment was 16.46 percent of GNF.
Gross domestic expenditure (the sum of consumption and fixed investment!}
far exceeds Gross National Product. The excess of expenditure over
income is financed through worker remittances, borrowing from abroad, and

foreign aid.

Government Budget - The GSDR has a severe budget deficit problem. The
deficit is forecast at 2.5 billion Somali shillings for 1984. As shown
in Table 3 {for every year but 1982, the deficits had to be financed by
the expansion of domestic banking credit. (The discrepancy in financing
for 1983 was most likely an expansion of domestic banking credit but it
has nat shown up in the accounts yet.) Progress was made, however, as
can be seen by comparing the averall deficit to GDP or to total
erpenditures. As a proportion of GDF, the deficit declined fram 18.2
percent in 1979 ta 8.5 percent in 1983. 0Ns a proportion of total
government expenditures, the deficit declined from 44.4 percent in 1979

to 31.9 percent in 19835.

Fart of the budget deficit problem is due to the income inelasticity of
tax revenue. The taxing system in Somalia has failed to provide tax
revenue in steﬁ with increases in income. Table 4 shows selected
national accounts for 1979 and 1983. As can be seen in the table,
imports increased by 27.6 percent over the period while import duties
increased by only 22.5 percent. Export duties did show a substantial

growth rate for the period but they only provided 3.7 percent of total

w
(1]
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tax revenue in 1783, Total tax revenue increased by 26.2 percent while

53DF in current prices increased by 32.0 percent.

fAn examination of the Somali tax system shows that too much reliance is
placed on import duties. In 1983, import duties supplied about 63‘
percent of all tax revenue. As mentioned earlier, a new sales tax has
peen imposed and thst should help to provide the GSDR with additional
revenue and reduce the importance of import duties. However, the failure
of the tax system to generate revenue in step with increases in income
will necessitate the GSDR to seriously evaluate its current averall taux
structure. The structure of import duties also must be evaluated and
made more development oriented. Some import duties reach 700 percent.
Even duties on some raw materials needed by agriculture and industry are

at a discouraging level of 50 percent.

problem since 1972. As seen on the Annex IV Chart, exparts have
stagnated since the late 1970s. Details of the balance aof payments for
recent years are shown in Annex 111, Table 5. Imports, while increasing,
are mainly financed through grants and loans. Cash imports in 17283 are
only half of what they were in 1980. Fetroleum imports loom large in
terms of Somalia s ability to pay for them. In 1983, petroleum imports,
including a £39 million grant from Saudi Arabia, totaled #992 million ——

an amount just about equal to total exporis for the year.

Debt service payments are beginning to place a burden on Somalia and will
become progressively worse through 1984. From a level of #23.8 million
in 1982, the debt payments increased to #49.4 million in 1984 and are
projected to increase to $93.9 million in 1984. These figures are
adjusted for debt relief granted by various countries and international
lending institutions. Without the debt relief, Somalia would have had to

make debt service payments of $130.7 million in 1984 and #1533.0 milliion
in 1986.

Most of Somalia’'s balance of payments problems are caused by an
overvalued exchange rate, too much reliance on a single export commodity,

and a government policy which has limited private sector participation in



the sconomy. Samalia’'s reluctance to depreciate the shilling reflects

the fear, in part, that a depreciation causes inflation. Such fears are
exagerated, however, as the depreciaticn is needed to correct the

inflation that has already taken place. The inflation was due primarily

to an expansive monetary policy, but it was aggravated by a drought, the
loss of foreign exchange receipts, and by the consequent decline in -

available food supplies.

W

Livestock exports account for approximately BO percent of total export
receipts. 0Over 20 percent of livestock exports go to Saudi Arabia.
Cattle accounts for about 40 percent of all livestock exports, 70 percent
of which also goes to Saudi Arabia. In all, the Saudi ban on cattle
imports from Somalia results, on an annual basis, in an approximate lopss
af 36 percent of total export revenue. For a periaod of time in 1983 and
early 1984, Saudi Arabia alsc banned the import of Somali sheep and
goats. L.ivestock exports declined by 33 percent or #35 million in 1983
The preliminary estimate for 1984 shows a further drastic reduction in
livestock exports to less than #40 million for the year. Exports also
were adversely affected by the bankruptcy of the shipping company
transporting livestock from the southern part of the country. 0Other
livestock exporting countries took advantage of the Somali absence from
the market and increased their market share. Somalia now is finding it

difficult to regain its original share.

In order to improve the balance of payments and economic efficiency, the
exchange rate must be a market-determined rate, the economy must become
more diversified, and the private sector must be given the freedom to
expand and start new enterprises. Expaorters must receive a higher rate

of exchange in order to allow them to compete in world markets. Also .
they must be permitted to keep at least a portion af their export

earnings so they can import needed inputs and maintain their export -
capability. An equilibrium exchange rate would also work to efficiently

allocate foreign sxchange for import purposes.

Monetary Conditions ~ Information on the money supply and credit extended

to different sectors of the economy are shown in Annex 111, Table &. As

can be seen, the money supply increased at an annual rate of 20.0 percent
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over the periond. At the same time velocity increased from 4.6 in 1978 to
S-6 in 1983, The combination of a rapid increase in the money supply

coupled with an increase in velocity led to a rapid increase in prices.

The increase in the money supply in the early years was due to the rapid
ingrease in‘credit extended primarily tc the GB5DR and to public
enterprises. For 1978 through 1981, the annual rate of increase faor
credit extended to public enterprises was 19.7 percent and to the GSLDR
was 93.4 percent. Bver the same periad the increase in the money supply
was 2B.4& percent. Since 1981, credit extended to the G5DR and to public
enterprises has actually declined. However, the figure given in 1983 for
credit extended to the GS5DR is suspect {see budget section). Data on the
money supply for 1984 is not yet available as of October 1984. However,
infaormation on credit extended to the government shows a drastic increase
for the first six months of the year. Claims on the BSDR increased from
Sw.5h. 1,805 million in December 1983 to Soc.S5h. 3,816 million in June
1984. (ne can expect that the money supply alsc has increased sharply:

aover the same period.

The annual rate of inflation over the 1978-1983 period was a very high
42,2 percent with the rate showing an even greater increase in early
i784. Infarmation on the Mogadishu consumer price index is shown 1in
grnnex III, Table 7. The increase in prices far the first seven months of
1984 was 75 percent. The acceleration of inflation, starting in December
198Z%, was due to a shartage of foreign exchange and a drought which made
food supplies very scarce. From November 1983 to March 1984, food prices
increased hy 94 percent while clothing prices increased by only &6
percent, fuel and electricity by only 0.1 percent, house rent by only 22
percent, and miscellaneous items by only 4 percent. During the same
period the overall index increased by 61 percent. Since March, tood
prrices have increased by 2.8 percent and averall prices by 7.9 percent.

The moderation in food price increases starting in March was due to the

helping to temper the rise in prices for later months was the delivery of
[

donor fpod aid and new harvests.



AGRO—PASTORAL ECONOMY

Resource Base — Somalia’s population is approximately five million and is
spread over a land area of 43.8 million hectares {about the area of
Texas). The 3,000 kilometers coastline stretches along the Indian Ocean
it the south to the Gul+ of Aden in the north. Less than. one percent
(540,000 hectares) of its land area currently is farmed under rainfed
canditions while an additional 160,000 hectares are farmed under
controlied and uncontrolled irrigation. In all, about 815,000 peaple

garn their livelihood +rom farming.

Annual rainfall of 500 to 600 millimeters falls on two limited areas——the
interriverine area between the Juba and Shebelli rivers in the south and
a mountainous area in the north. In the remaining area of the southern
third of the country, rainfall varies from 300 to 400 millimeters a

wear . In the central third of the country and most of the narthern
third, annual rainfall does not exceed Z00 millimeters and i1s often lese
than 100 miliimeters. Almost all of the raintall is spread over Lwo
rainy seasons. The Gu season, April to July, receives about 70 percent
of the taotal and the Der season, October to December, receives the

remaing 0 percent.

When the rain does fall it wusually covers only limited areas since 1@
talls from individual clouds moving rapidly over the countryside loaving
many tracts dry. The consequence is a large variation in crop output
during a single season over a small land area and the continuwal movement
of livestock herds by nomadic pastoralists in search of fresh pasture.
Current esitimates of additional hectares of land, similar in guality to
those pr ®sently used, that could be braought into cultivation under
rainfed conditions range from 88,000 to 2 mill:on hectares. The Mission
iz inclined to lean towards the pessimistic end of the spectrum, with an
estimate of 100,000 bectares. According to the World Bank this places a
zevere lLimitation un the ability of rainfed farming to absorb an

=sapatding pepulation.

Tuntrolled irrigation on the Shebelli River basin covers about 38,000

f

“

L]



hectares and on the Juba River basin it covers about 12,000 hectares.

The World Bank estimates that an additional 150,000 hectares could be
brought under controlled irrigation by expanding water storage capacity
on the Juba River and better water management on both the Juba and
Shebelli Rivers {(current irrigation efficiency is only 20 percent).
Hetter water management will retard the degradation of the land caused by

water—~logging and salinity.

Land classified as suitable for grazing or browsing cavers about 45
percent aof the total land area. Rainfall on this area averages from
under 200 millimeters to 400 millimeters a year. Evapotranspiration from
a full vegetative cover is about 200 millimeters per month. With
rain%ali at a maximum of 400 millimeters a year, the potential growing
spason is only two to three months. There is not much scope for

increasing vegetation under such harsh climatic conditions.

bivestoack produced in close association with crop agriculture has
excellent near—term potential for increased productivity. Increased
praduction of crop residues and forages in the irrigated.area will help
increase the productivity of the rangelands by telieving range pressure
during critical periods and by removing snme‘mature cattle and small

stock from the range.

Sumalia s potential for developing fishing resources is largely unknown.
For the marine sector, the continental shelf rarely exceeds 15 kilaometers
in width and opportunities for trawling are limited because the shelf is
rocky, uneven, and steeply sloping. The most promising areas lie off the
north and northeastern coasts. However, a majaor hindrance to their
development is a lack of necessary infrastructure such as a harbor, cold
storage, workshops, and transportation facilities. In the 19260°'s AID
financed a +ishing development project in the north but it was
unsucce%sful. The enterprise went bankrupt within two years and the

deteriorated infrasture, buildings and equipment now lie abandoned.

In the fresh water sector, the development of river catch fisheries may
pravide an annual sustainable catch equal to the present level of the

marine fisheries catch. Although river fishery development does not



require major infrastructure development or sophisticated equipment, even

the basic equipment and materials are not available.

Crop_Production -~ The estimated taotal area planted for each of the majbr

crops is given in Annex II1I, Table 8. As can be seen from the table,
sorghum is the major crop follaowed by maize. Minor areas are planted

with cotton, groundnuts, pulses, rice, sesame, and sugar cane.

Froduction indices for cereals, crops, livestock, and total agricultural
production are given in Annex 111, Table ?. Over the periocd shown there
was a large yearly wvariation in cereal production due primarily to the
variation in rainfall. The overall performance of agriculture was not
particularly good aver the 12 year period. Data on per capita basis are
also given in the Table. Except for cereals, output in the agricultural
zsector has not kept up with population growth. The sharp itncrease in
cereal production for 1981 and 1982 was due to a significant increase in
the area repcorted to be harvested. The index for total agricultural
production ts a weighted index and, since livestock is so important to
the country, the index for total agriculture parallels the index for

livestock.

The average size farm under rainfed conditions is about five hectares.
Sorghum 1= the major crop and pulses, maize, and groudnuts are minor
craps. The farming system is very labar—-intensive with land preparation
done solely with a hoe., Low quality seeds are used and there is no use
of fertilirzers or insecticides. According to a household survey
conducted by the Women ' 's Education Department and FAD in 1983, women
share equally with men in the major farming tasks, including land
preparation, planting, weeding, birdscaring, and harvesting. During
periods of approaching harvests, all available people stay in the fields

in an attempt to control losses due to quelea bird infestations.

Rainfed farming is primarily for subsistence and at least 600,000 people
earn their living that way. Given their rudimentary resources and
technology plus a harsh climate, the farmers have little scope to produce
for a market. Couple those limitations with a previous government policy
of maintaining low prices through a government-run monopoly and it is not

surprising to see why crop production stagnated over the vears.



In addition to raising crops, most families keep some animals as parit of
the household’ s income strategy. Milk and meat together supplement
household’ s diet while burden animals are used in harvesting. Animals
also serve as a store of value, providing insurance in case of crop
faitlure. The importance of animal products in the nation’'s diset can be
seen from Annex 111, Table 10 which shows comparative data on caloric
intake on a per capita per day basis. 0Over ane-third of the calories
consumed per day in Somalia come fram animal products, primarily from
camel milk in the diet of nomads. In contrast, comparable figures are 8

percent for Africa as a whole and 17 percent for the world.

G irrigated lands the major crops are maize and bananas for privately
owned farms, and sugarcane, rice, maize and bananas for state-owned
farms. About 215,000 people earn their livelihood from irrigated
farming. Under controlled irrigation the water level is raised by the
use of dams or pumps in order to distribute water through the canals.

The average size farm under controlled irrigation is five hectares.

The technology used in flood irrigation is low and is almost comparable
to that of rainfed farming. Production is totally deﬁendent on the level
ot the river as water enters distribution ctanals only during flood
periods. Yields are low because there is either a shortage of water when

the river is low or there is too much water due to flood conditions and

poar drainage.

Teetse fly infestation of the riverine areas has kept farmers from
integrating livestock raising with cropping as is done on rainfed farms.
However, a major effort is underway to rid the area of the tsetse flvy.
From Afgoi to the Ethiopian baorder, the fly is almost eradicated. 1+
success continues, potentially rich vegetation along river banks could be

used for grazing and browsing.

Comparative figures on yields for various crops are given in Annex 111,
Table 11. Yields for the two main cereal crops, sorghum and maize, and
for two minor crops, pulses and catton, are below that of Africa as a

whole and considerably belaw that of the world average. Gomalia compares
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favorably with the rest of Africa and the waorld with its vields in
sesame, rice, and groundnuts. With regard to sugar cane, Somalia
compares favorably with the world average but not with the African

average.

Frospects for improving proaductivity on rainfed cropland can not be
considered good. Given the paucity of annual rainfall to begin with and
the fact that it is spread over two seasons means that the average
rainfall for a given crop season seldom exceeds 300 millimeters. With
high rates of evapotranspiration and erratic rainfall in most seasons,
the resulting water stress reduces the potential for improving crop
vields. However, the Mission is confident that through research, new
technolagies that will minimize the effects of drought in the rainfed

areas can be develaoped.

On irrigated lands the prospects for improving productivity are much more
encouraging. Better water management coupled with the use of higher
guality inputs such as seeds, fertilizers, insecticides, fungicides and

the knowledge on thow to use them would result in greatly improaved vields.

Given Somalia’'s early stage of development, private firms will be
reiuctant to distribute new agricultural inputs. The costs of entry are
too high and the market is too limited for a given input. Farmers need
to know what inputs will be economically productive and how they should
use them before they will want to purchase them. FPrivate firms can not
disseminate that knowledge and still make a profit. The GSDR has a
crucial role to play in educating farmers and in undertaking agricultural

research.

Livestock - The livestock industry is the backbone of the Somali econaomy,
providing a livelihood for 60 percent of the population. In addition, at
least another 15 percent of the population, those engaged in rainfed
farming and those urban dwellers who invest in livestock, earn part of
their incaome from livestock activities. Far the nomads the most
important livestock species is the camel which provides enough milk to

constitute the major portion of their diet (70-95 percent).
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i_Livestock exports account for over 80 percent of total export receipts
and over 90 percent of livestock exports go to one market, Saudi Arabia.
A= a share of total exports for the country, the livestock share grew
from &5 percent in 1975 to 90 percent in 1982. The increased share for
livestock was due to a favorable increase in prices for livestock and to
a decrease in exports of other commodities rather than to an increase in
the quantity of livestock exports. In Annex III, Table 12 shows that

livestock exports stagnated since the early seventies.

The pastoral system as practiced in Somalia is a rational response to the
semi—-arid conditions. Nomads must move their herds in response to the
availability of water and feed. In order to maximize productivity and
spread the risk, nomads diversify their livestock herds. Camels and
goats are mainly browsers, each at a different level, while sheep and

cattle graze on different types of grasses.

One controversial area is whether the rangelands are overcrowded and pose
a threat to the survival of the range itself. The World Bank reports
that the rangelands are overpopulated by as much as 200 percent. Based
on the work carried out by the Central Rangelands Development Froject,
the Mission supports the view that the rangelands are not overpopul ated
and that production might be increased by as much as 20 percent with

better management.

Even if the rangelands are not overcrowded now, there is cause for
cancern about the future in that areas suitable for pasturage during the
dry season are coming under increased use for farming. I¥f rainfed
farming continues teo expand, then the best areas for pasturage will be

taken away.

Resource_Tenure — Access to natural resources (arable land, water and
pasture) is governed by both traditional and modern institutions. The
relative importance of these institutions varies by location, however,
and information concerning them is difficult to obtain. Within the
modern system, for example, the land registration process lacks integrity
and records are unreliable. Moreover, there has been no cadastral
survey. Researching the traditional tenure system is hard because its

foundation, the clan system, is illegal for Somalis to discuss.
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Successive governments, colonial and independent, have attempted to
substitute their central authority for the traditional decentralized
aunthority aof the clan system, The present legal basis of land tenure 1in
Somalia today is law no. 73 of Octeber 1975. The law declares that ail
land is owned by the state and that the Ministry of Agriculture has the
responsibility for the administration of the land. In this capacity the .
Ministrvy of Agriculture has the authority to issue leases to

cooperatives, state farms, private agencies, local governments, and .-
private farmers. Land owned previously, excepting cooperatives, must be
re—registered. The law favors cooperatives, cstate farms, parastatals and
corporate agricultural enterprises ogver private individuals in terms of
the size of holdings permitted, the length of lease granted, and access

ta machinery and credit.

Perhaps the most striking feature of the Land Tenure Law is that it gives
no recognition whatsoever to customary rules and procedures of the
indigenous institutions which to a large extent still govern access to
land, water, and pasture. Pastoralists in particular are given no
tenural rights., To make matters still more confusing, there is a
fundamental contradiction between the government ‘s desire to eliminate
the clan system, while at the same time relying on the clan system as the
effective loecal level governing institution which enforces all government

policy including land registration.

In general, it appears that in the pastoral and agro—pastoral areas of
Somalia, the traditional tenure system tends to prevail, while in the
riverine areas it is the modern system. However, one can find

cambinations and modifications of both throughout the country.

i

e s e . s s s i . il e o ey

Africa, the Somali pastoralists are highly responsive to market
conditians. They praduce not only for their own subsistence needs but

for a cash market as well.

In the Social and Institutional Profile, the Boston University team
hypothesized that extended families in Somalia attempt to follow a

diversified income~generating and risk—pooling strategy. A part of the
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process begins when herds are divided into smaller “management units”
under the control aof individual or small groups nof family members. The
"management units" disperse during the rainy seasons and return to

permanent dry season watering holes when the rains end.

The extended family further.seeks to spread its risks by having some
family members participate in crop production, trade, or wage employment
{even in foreign countries). By diversifying its economic activities the
family has helped to ensure its survival even if a calamity should strike
one or two sectors of the economy. According to the Baston Uniwversity
team, all income-generating activities.are the product of choice and not
tradition. The degree of emphasis on any one income—generating actiwvity
depends on the relative rates of return from the different activities.
Somali family members are quick to respond to changes in opportunities.
They act, according to the Boston University team, like an integrated
firm. "In fact, Somali family economic units can best be interpreted as

multinational multi-plant firms in microcosm. "

In short, the real Somali economy is quite different from the casual
observer 's first impression. Nomads, sedentary farmers and urban
dwellers do not exist in isalation from each other or from national and
international market forces. In fact there are strong links between
rural and urban areas in terms of the movement of goods, services,
income, capital goods and individuals themselves. Further, this
interdependent domestic ecuhomy is strongly linked to the Middle Eést
both as a market for livestock exports and as a source of employment for
migrant warkers. So strong are these linkages and interdependencies that
they have continued to exist and function in the face of government
policies that in the past have tended tao wark to their detriment. At
times when the official government-dominated economy was near bankruptcy
and performing very poorly, the parallel, interdependent private economy
continued to function, prosper and deliver a level of economic well being

well above that indicated by the official statistics.

_— -

19705 when government controls were placed on prices of agricultural

products. The price policy was intended to hold down the cost of food
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far urban dwellers. Hnwe&er, the result was that crop production
stagnated. On the average for the five year periad 1979-1983, cereal

imports were egqual to 45 percent of the total amount of cereals available.

Besides government coantrols on prices, agriculture also was, and
continues Lo he, handicapped by an overvalued foreign exchange rate. The -
cansequence is a shortage of spare parts, raw materials and capital
equipment. Any potential for increasing productivity through the use of "

more and better inputs is made impossible.

Even i4¥ all of the above problems are eliminated there remains the
serious gquestion of whether Somalia has a comparative advantage in
rainfed agriculture. Low rainfall distributed between two rainy seasons
makes it difficult to envisage much passibility for increasing
productivity. In addition, lower output or the complete failure of crops
due to drought in four out of ten growing seasons coupled with low
productivity severely limit the returns toc farmers from investing in

their own farms.

Encpuraging the expansion and development of rainfed agriculture also
involves a trade—off with livestock output. As high rainfall areas are
used more and more for crop production less land is available for

grazing. Livestock production will fall.
OTHER SECTORS AND DPPORTUNMNITIES

Fisheries — Even though Somalia has a 3,000 mile shoreline and 80,000
hectares of surface water in the Juba and Shebelli Rivers and in the
lower Juba-Shebelli Flood Plain, fishing is relatively unimportant for T4

the ecanomy. Approximately three percent of the population earns its

{

livelihood from fishing, and contributes about two percent of GBF. In
terms of diet, average per capita consumption of fish is 0.5 kqg.
However , considering the growth of the fish market in Mogadishu, one can

expect increased consumption as urbanization continues.

Marine - Based on data gathered by fishery research vessels in 1%73/76,

estimated sustainable annual catches are approximately 179,000 tons. The
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greatest apparent potential is for small fish such as sarcines, herring
and anchovies. Current annual catches of all species are estimated at
18,000 tans per vear —— 4,000 tons from artisanal fishing and 14,000 tons

from trawling.

Almost half aof the fish caught by artisanal fishermen is sun-dried and
salted, mainly for barter export. The trade is carried out by small
vessels calling at fishing villages along the northern coast. Most
trawling i1s carried out by joint—-venture operations using foreign
vessels. Almost none of the fish are landed in Somalia but are
transhipped instead for processing and marketing to the country of the

joint-venture partner.

Accarding to the World Rank, obstacles in the way of develaoping the
marine fishing industry in Somalia are lack of natural harbors with safe
anchorage for occean—going vessels and smaller fishing craft, a
continental shelf which is too narrow and rough to be suitable for
large—scale trawling, hazardous navigation conditions for =mall boats
during the monsoon periods, the seasonal variations in distribution and
abundance of fish, and the lack of suitable institutional
infrastructure. AlID fisheries project in the north during the middlé
1960s did provide the necessary infrastructure but the project was
nevertheless unsuccessful. The World Bank, through IDA financing,
currently is providing $13.5 million dollars to attempt a new development
of the industry in the north. Unfortunately, the project supporis a
parastatal, and if it operates like opther parastatals in Samalia, the

Mission does not hold much hope for its success.

‘Inland_—-_River — Although indepth surveys on the availability of fish in

the river system has not been conducted, the Ministry of Fisheriesg
estimates that there is a combined annual sustainable yield of 20,000
tons cof important commercial species. This estimate has been
substantiated by a recent catch-fishery program conducted by World
Concern on the Juba River and by a private entrepreneur on the Shebelly.
Constraints to the development of the inland river fisheries subsector

are similar to those for the development of the marine sector.
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fish is limited at the present. However, the expansion of irrigated
crops, supply canals and storage reservoirs will offer facilities for the

culture of pond fish such as Talapia.

Industry — It is difficult to determine the potential for industrial

development in Somalia because the data base is wealk. fis a percentage of

e
s -

total GDF, manufacturing accounted for only 7.3 percent in 1983-84.
Puring the 1970s, four—fifths of value—added in manufacturing was
accaounted for by public enterprises, which were generally characterized
ry low capacity utilization and poor management. With BSDR encouragement
of private sector participation in industry, industrial growth could
increase substantially, as suggested by the private sector’'s caontribution
Lo manufacturing value-added graowing at an 8 percent annual rate during

the 1%970s.

Samaliia’'s industrial potential lies in areas where 1t holds a comparative
advantage, eilther through resource endowments or praoximity to markets.
For at least the next decade, Somalia’'s most important resource will
cantinue to be livestack. The development of jndustries related to
livestock products offers considerable promise. Faozssibilities include
froren and specialty cuts af meat, hides and skins, and leather products
for the Middle Eastern market. Generally, efforts to develop and export

these products have been neglected to date.

Frocessing of other agriculturai products, including fish, will have

cotential as laong as proper incentives are gffered to producers.

Mineral development could also add to Somalia’'s industrial growth.
Deposits of numerous minerals, natural gas and oil have been identitied,
but whether they are commercially exploitable is uncertain. Further
explaration is required, and recent GSDR initiatives permitting foreign

tnvestors to do this are encouraging.

Generally, industrial development in Somalia is constrained by a number

of factors. Low prices offered for inputs, inefficient and often

i
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arbitrary taxation, and an inappropriate exchange rate policyv led to
insufficient supplies of local inputs and an over-reliance o imported
inputs, Such activities drive up production costs and reduce export
incentives. Inadequate skills and management capabilities result in
products of low quality which can not compete internationally. In
addition, & lack ot operational data and marketing research limit
atilities to seize new opportunities. Poor roads, communications
facilities, ports and related export structures add up to a phvysical

infrastructure which further constrains industrial development.

Fotential Markets — Based on Somalia’s historical, cultural and religious
ties, the Saudi Arabian peninsula and Egyptloffer a rich market for
Somalia’s products. Given Somalia’s current stage of development,
initial opportunities for expanding exports to those markets.must lie

with agricultural products.

This s2ection will examine the market for agricultural products in five
countries — Egypt, Kuwait, Gatar, Saudi Arabia, and the United Arab
Emirates (UAE). It is not implied that only those five countries offer
potential export markets for Somalia. Rather, those five countries
represent obvious choices for initial efforts in_develnping new exports.
Basic data an the five countries are shown in Annex iII, Table 13. Egypt
dominates in terms of population but other countries attain eguivalent
importance in terms of their per capita incomes. Total agricultural
imports for the five countries were #11.5 billion in 1%981. Somalia's
total exports in 1981 were only %114 million pr about one percent of the
five countries’ imports. Clearly Somalia has not taken advantage of the

avallable market.

Total meat imports for the five countries were almost #1.2 billion in
1981. Somalia’'s exparts of livestock for the same year were ¥98 millian
ot about eight percent of the total. However, ninety percent aof
Somalia’s livestock exports went to only one of thaose {five countries,
Saudi Arabia. The Sauwdi ban on cattle imports from Somalia would not
nave had such a negative impact on the Somali economy if Somalia had

sought to diversify exports to all of the five countries.
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In terms of new export commodities, Somalia has the ability to expart
fruits and vegetables to the five countries. Data on fruit and vegetable
imports for four of the five countries are given in Annex 111, Table 14.
The total wvalue of fruit and vegetable imports is over 800 million in
1782 for the four countries. in the same year, Somalia exported only #18
milliorn worth of bananas. If Somalia could capture 3 percent of the
fruit and vegetable market of the four countries, it would mean a 40

percent increase in total export revenue for the country.

11 five countries also offer a rich market for other products as well.
From Annex III, Table 13 it can be determined that total imports of all
commodities for the five countries were %62 billion in 1981, or over +ftive
times the value of agricultural imports. Opportunities for increasing
expart revenue are certainly available for Somalia. It is up to the GSDR
to eliminate the constraints which hinder entreprensurs from responding
to the aopportunities. A major constraint is the overvalued exchange rate
and the agtendant shortage of foreign exchange which prevents
entreprenews fram importing needed spare parts, raw materials and
capital equipment. The overvalued exchange rate also reduces the
competitive position of potential expoarters making many products
non—competitive in world markets. The Mission and other donors can
facilitate developing export industries once the major constraint is

2liminated.

——l e e i T e e —L B34

to the Gulf States for emplayment is a complex issue. Saome of the major
positive features include: 1) jobs are found by workers who might
otherwise be unemployed or underemployed in Somalia; 2) workers learn
new job skills or improve on old ones which could be useful in Socmalia
when and i+ they return; and 3) workers remit part of their savings to
Somalia. Some of the major negative features include: 1) Somalia loses
skilled workers who are needed at home; 2) Somali workers are admitted on
a temporary basis in the country of employment and could be expelled in
mass, creating potential hardships for Somalia when they returh; and 3}
Somalia as a nation has made an investment in these.workers through
providing food, shelter, education and training in their younger years
and their remittances might not adequately compensate Somalia for that

investment.
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The remittances of workers enter the country primarily through unofficial
channels. One channel is the franco_wvaluta system, which allows the
importation of goods using fareign exchange cutside Somalia, started in
1974, By 1981, $60 million or 25 percent of total imports were financed
in this manner. Goods included not only consumption items but
construction, transportation and capital eguipment as well. In 1982 the
system was suspended but was reopened (in a limited sense) in early 1984
to allow food imports. Later, transportation squipment and spare parts

for agriculture and industry were permitted as well.

warkers to remit savings back home. The remittance takes the form of
gonods rather than hard currencies. In that way workers receive the
equivalent of parallel market rates since that is what the goods are
selling far in the market. Unfortunately, the system provides nao
incentive for exports other than livestock. Non-livestock exporters must

continue to deal through the official foreign exchange system.

OTHER CONSTRAINTS

Demographics - The best available estimates place Somalia’s 1784

population at slightly over O million, including refugees in camps.
ﬁpprdximately 32 percent of this population is urban, 34 percent rural
tincluding camp refugees) and 34 percent nomadic. Overall the population

is thought to be growing at 2.6 - 3.1 percent per anrnum.

Several features of this basic demographic situation are noteworthy in
relation to Saomalia’s development strategy and future prospects. First,
while not high in comparison with pther LDC's, a 2.6 percent population

growth rate will double Somalia’s population every 27 years.

Second, this growth rate may accelerate quite rapidly as access to
health services improves over time. A family planning program capable of
containing such a surge is far from being in place, and less than ons
percent of married women between the ages of 15-4% are currently using

some kind of family planning method.
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Third, given the country ' s stage of development, Somalia already is

highly urbanized and urban areas continue to grow rapidly. Mogadishu is
thought to be growing by &—-10 percent annually, and a :Dnservative‘

estimate is that the capital ‘s population will increase from about 4350
thousand in 1275 (GSDR census) to 1.2 million in 1290 {FADCO, 1983).

Other wurban areas also appear to be Qruwing by at least & percent -
annually. ©Somalia’s cities and towns are ill-equipped in terms of

planning and financial resources to cope with such growth. Mogadishu's -
City Planning OFffice was established in late 1982 and the city still

lacks a master plan. The capital receives no financial assistance from

the central government, and its income base is eroded by a pricing policy
which charges only 3 So.5h. per sgquare meter of land while private market
land prices range from So0.S5h. 33-125% in new areas withaut services, to
So.8h. 250-400 in developing villages, to So.5h. 600-1000 in the city
center. As a result, urban sprawl is occuring with inefficient land use,

no provision of infrastructure or services to new neighborhoaods,

widespread land speculation and disputes over land aownership, and
insufficient revenue to improve municipal servieces in the future (FADCO,
1984). Outside Mogadishu, the state of city planning is even worse --
local governments make ad hoc attempts to deal with wrban growth without

any operative maps, plans, or demographic data.

Lastly, Somalia’s population appears to be surprisingly mobile, moving

into and out of urban areas, q§tween nomadism anpd settled anrirultuea

P
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better wage rates. Such migration plays a critical (though not

adequately understocd) rale in the arciimilatismn Af ~amdidk ol Loon
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limited in number and quality. There is no master plan for Mogadishu’'s
development, for example. This poses the threat that whatever resources
are made available for family planning or urban development will be

inappropriately invested. .

e e e . e S S P o T S i o T o M G St A S

in 19467, the Socialist Party actively sought to expand the government’'s
role in the Somali econamy. Article 41 of the Constitution states that
the Fublic Sector "which shall constitute the vanguard in the economic
development of the country, shall be given special priority."” Several
private firms were nationalized and made gavernment monocpolies. The G5DR
also established new firms and gave them monopoly rights in manufacturing
and services. Examples include the follaowing: National Fetroleum
fAgency, Asprima (Medicine Agency), Tobacco Moncpoly Agency, Tourism
Fgency, State Insurance Company of Somalia, Clearing and Forwarding
Agency, Somali Film Agency, National Agency for Electric Energy,
Commercial Bank, Hides and Skins Agency, Myrrh and Frankinsence Agency,
Somali Shipping Agency, and State Printing Agency. In tatal, there are

aver 0 government-operated enterprises with monopely powers in Somalia.

The. government intervention had its origin in a basic mistrust of and
lack of confidence in the private sector and the free market. .Easically
the GSDR assumed that the private sector was incapable of providing the
goods and services necessary for economicrdevelnpment or could only do so
less efficiently than State—controlled institutions. Superimpased upon
this view was a feeling that the private sector exploited both consumers

and producers through collusion and monopoly powers.

This view failed tao coincide with reality both ip terms of the viability,
resgurceful ness and competitiveness of the Somali private sector. By
1978, the official economy was in the midst of a severe crisis with larae
balance of payments and budgetary deficits, high rates of inflation and
declining food production. In contrast the parallel priva£e eCanomy ,
though caonstrained, was surprisingly vibrant with well-stocked shelves in

the retail sector and a boom underway in residential and commercial
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Though it has made considerable progress in returning some contral af the
economy to the private sector, the process has not been without its
difficulties. Having used socialist rhetoric and institutions as a means
of mobilizing popular political support, the GSDR finds these difficult
ta abandon. Parastatals, although losing money, continue to receive
financial support from the government. Most importantly, controls,
particularly those related to the allocation of foreign exchange and
licensing, remain an importanrt source of power with which to reward or

punish, as is appropriate.

The private sector faces considerable obstacles to its growth. Licensing
procedures for starting a new enterprise are long and costly. Long—term
credit facilities for the private sector are riext to non-existant largely
because the public sector siphons off the resocurces of the banks.

Foreign exchange is almost impossible to cobtain through the Central Bank
making it impaossible to buy spare parts, raw materials or capital
equipment. Private industry incurs significant expenses due to fregquent
interventions by the State, Party and social organizations. These range
from mobilizing factory workers for mass rallies toc supplying materials
and workforce for self-help schemes. Restrictive employment regulations
continue in farce and there is also a lack of infrastructure and

efficient services to assist private firms.

In addition, the central government fails to provide an adequately
functioning civil service. The major restraint is inadequate salaries
for civil servants. The Civil Service Study lists many consequences of
inadequate compensation, including: excessive tardiness and absenteeism:
discouraged and frustrated employees with low morale who do not feel
obligated to provide their services; a breakdown in discipline and an
attendant rise in corruption; and an inability of the government to

retain qualified workers.

In summary, although it has made progress, the BSDR continues to send a
mixed set of signals to the indigenous private sector, both within
Somalia and overseas, as to what role the private sector will be allowed
to play in Somalia’s future. While there is reason to haope for caontinued

improvement, uncertainty as to what actions might or might not be taken
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will continue to act as a canstraint on private sector confidence in the

Somali economy.

Food_Production_and_Incentives — As Annex III1, Table 9 indicated,
Somalia performed very poorly as a food producer in the 1970s. Given the
country’'s population growth rate of 2.6 percent per annum, per—-capita
crop production fell over the period. The poor perfaormance in terms of
food production was offset by an increase in food grain imports. By
198¢C, total grain imports amounted ta 47 percent of total grain supply
and, more significantly, 69 percent of marketed grain supply. This

estimate excludes grain supplied for refugee and includes grain consumed

at hame.

While adverse climatic conditions unquestionably plaved a role in this
poor performance, the major factor was government policy. In 1971 the

Agricultural Development Corporation (ADC) was granted monopoly rights a

1

a purchaser and seller of maize and sorghum throughout Somalia and
private trade therein was made punishable by fines and imprisonment.
Farmers were allowed to retain up to 100 kilos of maize aor sorghum per
family member each season with the remainder to be sold to the ADC at

prices to he determined by the government.

A#s might be expected, the prices paid by ADC were not favorable in terms
of production costs or world market prices. As a result, compulsion was
all too often required to secure deliveries and farmers resorted to
hiding their cutput and/or moved into alternative crups outside the
purview of the ADC.

In the summer of 1982, faced with both large food import bills and
pressuré from the donor community to provide meaningful incentives to
farmers, the GSDR began to modify its policies. Legislation was
promulgated that made it clear that farmers were no longer to be forced
to sell to the ADC and hence were free to store as much as they wished.
trade was to be allowed so long as the quantities involved were
relétively small. The law providing ADC’'s manopoly powers remained on
the books, however, and private trade in maize and sorghum remained

illegal.
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All this, of course, resulted in considerable confusion and uncertainty
in the grain production and marketing chain. ADC’'s purchases of malize
and sorghum fell relative to production and private traders began to
market these craps, albeit as inconspicuously as possible. Depending
upon the whims and discretion of various officials, forced sales
continued to take place from time to time as did the harassment of
private traders. In January 1984 the situation was clarified by the
issuance of a new Fresidential Order. In brief, this order provides that
farmers are free to sell at free market prices and that no restrictions
are to be placed on the movement of grains within the country. However,
farmers will be required to sell five percent of their output to the ADRC,
at prices in line with world market prices plus local taxes, to provide

+or & national food reserve.

While this falls short of totally abolishing the ADC, it represents a
cansiderable impraovement in the overall system of producer incentives.
With this new Fresidential Order in place, governmental marketing and
pricing policies should no longer constitute an impediment to increased

praductian.

The level of grain imports into Somalia remain a source of concern.
Given that they account for a large share of marketed grain supply, they
unquestianably exert a downward pressure upon domestic producer prices.
Over the long run, concessional imports should be replaced with

aommercial imports and the level of concessional imports should be
scaled down as domestic production expands. Concessional food also
should he sold at market prices so that windfalls for select groups are
avoided. The Mission is supporting such development by reguesting the
GSDPR to auction a portion of the PL-480 commodities. The appropriate
level and composition of Somalia’'s food imports is a difficult one with
many social, palitical and econemic implications and there is almost
certainly no ane foad import bundle that will meet all objectives at
evary point in time. Clearly, however, this issue needs more thought and
study on the part of both the GSDR and the donor community if

disincentives and excessive dependency are to be avoidad.
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Refugees - Since February 1982 the Government of Sumalia has been using
700,000 refugees as the official planning figure for relief assistance.
Unofficially, however, donor community planners use figures which range
from 350,000 to S500,000. The planning figure used by donars and the GSDR
ta pragram food for refugees is 120,000 metric tons, or about eﬁaugh fooc
to feed S50,000 at the present individual daily ration allotment per
refugee. Although the cantroversy over the actual numbers continues, few
abservers dispute the difficult burden the refugee population places on
the government’'s administrative structure and on the country’'s limited
agricultural land and forest resources. Nor is there much doubt that
Somalia’s 5 refugee camps add to the country’s social and political
problems. Moreover, while GSDR financial contributions for refugee
support are limited, the refugees would place an enarmous strain on the

economy if it were not for international support.

The permanent solution to the refugee problem, of course, would be for
Scmalia and Ethiopia to terminate hostilities and for all the refugees to
return to their homelands. This would free many rescurces-now devoted by
Somalia to its military effort. Though there have been reports from the
other side of the border that refugees are going back, the numbers are
unclear and the facts are disputed by the GSDR and UMHCR in Somalia.
Moreover, the recent arrival of as many as 20,000 new refugees in

Somalia, predominantly in the Northwest, and reports of political turmeil

and armed conflicts in the area bordering Somalia suggest that the flow

of asylum seekers from Ethiopia has rot stopped altogether.

Until recently, settlement of refugees within Somalia was not consideted
as an alternative by the GSDR This no doubt resulted from a reluctance
to accept the long—-term responsibility for refugees in the face of Lhe
country’s resowrce constraints and from a feeling on the part of the GSDR
r*hat permanent settlement in Samalia would weaken Somali claims on
disputed territories in Ethiopia. On the donor side, however, fears that
institutionalizing large camp populations as a perpetually nonproductive
dependent group prompted efforts to induce the government to accept

self-reliance effaorts and subsequently reexamine the settlemant guestion.
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The sarly effarts in szglf-reliance in 1982-83%, while falling short of
parmanent settiement, were directed towards finding ways to provide
craductive employment and reducing the dependency of refugees on the
sovernment and international donors. In the self-reliance process much
~as itearned about beneficiary populations, the areas in which they'are
located, and the methods for providing them with assistance that is now

the bases for settlement planning.

in Mafch ct 1983, the government reconsidered i1ts position on settlement
and announced a policy that would allow refugees who wished to do sao, to
settle permanently in Somalia provided the international community gave
suppart until the settlers were self-sufficient. Very likely this
daecision on the part of Somalia came about as a result of seeing the
economic, financial and political advantages of settlement over the

caontinuation of the problematic, static camp situations.

In November 198Z%, the UMHCR and Somali government created the Refugee
Settlement Steering Committee and Technical Unit in order to bring
together both developent and relief organizations and set the peolicy and
technical guidelines under which settlement projects will be carried

out. This arrangement would allow both bilateral and multilateral
approaches to be designed and implemented by PVOs and GSDR ministries,
and it establishes a final governmental autrority to deal with issues and

coordinate activities.

Cultural Factors — The Somali people are ethnically the most homogeneous

in Africa, with six major clan families deriving language and culture
from similar Cushitic arigins and adhering predominantly to Sunni Islamic
beliefs. The high degree of cultural unity in Somalia is due largely to
the maintenance of clan and sub—clan links and family ties between
individuals over great distances. These links dominate Somali life. The
Samali clan system assigns each individual a place in society and an
extended network of relatives to call upon for support in time of need.
Fhysical and social security are guaranteed through formal contracts of
alliance among men who calculate their lovalties to one ancther in terms

aof kinship.



Traditionally, access to pasture and arable land was contrelled largely
by clan affiliation. The nature and effectiveness of the control
exercised by Somali clan groups has been weakened in recent years by the
expansion of the central government authority and the introduction of
technological changes. At the same time the obligations that close kins
bear to one anaother remain pawerful influences in their lives. Many
authorities even argue that central government contact with the regions
is still so weak that any development interventions must start at the
local level if they are to be implemented at all as planned. This means
that aid donors, in designing and implementing their projects, must work
closely with local groups and build upon leocal institutions (e.g., water

user assaociations).

Despite the GSDR‘s expansion of authority in the countryside, and despite
its appeals for pan—-Somali unity and suppression of clan authority, clan
politics still govern the nation’'s politics. This is perhaps more true
within the government bureaucracy than in rural areas. Decisions about
ministry and project staffing and about where investments are placed
cannct be made without concern for clan interests, and this can have
serious consequences for project design and implementation. It also
contributes to discontent of excluded clan groups concerning government
policies, lack of confidence in the government in general, and migration
of frustrated educated people to areas of greater opportunity, such as
the Gulf States.

While not exactly a cultural factor, strains in relations between
Northern and Southern Somalia are an important element of the nation’'s
political make-up. Nartherners’ concerns that the central government is
excluding them from the decision-making process are analogous to those of
disenfranchised clan groups. Their concerns are heightened by the
perception that they are getting little in return for their
cisproportionately high contribution to foreign exchange earnings through
livestock exports. As a result, Nartherners have an added incentive to

subvert the official system through parallel market activities.

Somali society generally accords low status to women and the work that

they do. From a young age, girls are burdened with household tasks and
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childcare. They undergo many physically damaging procedures (among them
circumcision and infibulation) and demanding tasks {(such as haulihg water
and firewood) which adversely affect their health. They have difficulty
finding time to participate in the activities and programs which could
benefit them. While women have made great strides in the last decade in
literacy and academic achievements, they still fall below males, and
their draop—-out rates at all levels of the educational system are higher.
For example, in 1980-81 only 15% of the students enrolled at the National
University were women. As a result, the expansion of women’'s roles into
non—agricultural sectars of the economy has been limited. Women have,
however, strong advocates in such organizations as the Somali Waomen's
Democratic Organization, and strong political support from the Somali

gavernment for increasing their participation in all aspects of the

economy.

Health - As in other sectors, there is a paucity of reliable statistical
data on health in Somalia. Indicators of the health status of the total
population are generally based aon relatively small, regiocnal surveys.
This lack of hesalth statistics is indicative of the status of the health
care infrastructure in Somalia. The infant mortélity rate of 170 per
thousand is very high, even for a low—-income country. The child (age
1-4) mortality rate is estimated at 30 per 1000 children. The principal
killers are diarrheal diseases, neonatal tetanus, respiratory infections
and other common communicable (and preventable) diseases. Maternal
mortality is also excessively high. Life expectancy at birth is only 43

vears.

Malnutrition is common with seasonal variations in severity. During the
drv season, camel milk production is down, meaning reduced caloric
intake. The reduced milk supply not only reduces personal consumptiocon
but means that less income is available to buy grain. The per capita
caloric intake estimated by FAQ at 2,131 is over 5900 calories less than
the world average. 0One survey has demonstrated differences in caloric
consumption by sex, age and cccupation (pastoralists versus

agriculturalists). Female pastoralists were found tg receive as little

as 1,400 calories per day.
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Somalia’s government-sponsored health care infrastructure has been
hospital-based and mostly in the urban areas. The government’'s health
care system has not been extended, until recently, beyvond the District
Level. According to Ministry of Health information, there are 80
hospitals in the country, of which 55 are District Hospitals. BEy
Ministry estimates, S0 per cent of the district hospitals are staffed by
nurses only. Many of the hospitals are not stafted or equipped for
in-patient care, lacking basic supplies and even running water. There
has been an emphasis on building hospitals which the Ministry is unable

to staftf or maintain.

Feople in the rural areas are dependent on traditional healers. Even
where western medicine is available, pecple may select traditional
treatments or a combination of both traditional and western. The
Mational Health Plan 1980-85 includes the establishment of a primary
health care (FPHC) system for the delivery of modern health care to the

village level.

The PHC Program represents a shift away from a curative-based approach to
one based on prevention. Importantly, it focuses on the rural villages
rather than on the urban areas. The strategy is to train a cadre of
community health workers (CHW) and up—grade theiskills of the traditional
Lirth attendant. Both receive training and supplies by the government
but their firnancial support comes either from the community, or thev waork
as valunteers. The focus of the program is on women and children, the

group at highest risk, although most of the CHWs are men.

While the per capita cost of providing health care is much lower in such
a FHC svstem, it cannot be considered low cost. The village level
workers require periodic supervision and a reliable supply of drugs.
Thus, as the program is extended to more villages, the total cost to the
GSDR will be increased as well. Without a change in policy which |
provides far greater self-reliance in paving far health care and/or a
greater input of GSDR resources to the health sector, a program that can
provide health care for all by the year 2000 as the government has

proclaimed i1s unlikely .
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Constraints to the development of the primary health care system include
a lack of trained personnel, poor communication and rcads, and a policy
of a free health care which the government cannct afford., The Ministry
fas made recent statements indicating flexibility on the issue of +fee for

zervice or the sale of drugs to help finance the program. The GSDR has

racently permitted physicians to open private clinics as an incentive for -

physicians to stay in Somalia and to attract Somali physicians to

Somalia. However, the private clinics serve primarily the urban areas. .

GOVERNMENT PLANS, PERFORMANCE AND CAPACITIES

GEDR_Development Plans —- The GSDR planning for development is described

in Ministry of Natiaonal PFlanning documents which have been prepared over
the past several years. The most recent long term plan was prepared in

1982 - the Five_ Year Pevelopment Plan_——_1982-1986 (the FYP). The FYP is

"operationalized" by a series of annual plans which are more specific and

accaunt for recent developments.

The obijectives of the FYP are laudable and are not in basic conflict with
those aof this CDSS5. The FYF’'s general obijectives are: 1) to raise the
population s standard of living, 2) to provide opportunities for gainful
emplovment to the entire labor force, and 3) to create a society based on
sepcial justice and individual freedom within a socialist framework.
fidditional objectives include: 1) accelerate growth in production, 2}
reduce urban/rural disparities in incame and access to services to
discourage urban migration and unemplayment, 3) protect the environment,
and 4) foster self-reliance and encourage paopular participation in the

development effort.

Although the FYP and the series of annual plans adaopt a sectoral

apptroach, their analysis of Somalia’s development constraints is guite -
g=neral. They do not go much further than stating that constraints to
further development in most sectors are limited to: 1Y a shortage of
skilled labor and trained personnel, 2) a lack af financial resources, 3
an inadequate system of price incentives, 4) a weak data base, 5
inadequacies in infrastructure, &) weak institutional structures, 7) a

lack of spare parts and equipment, and 8) poor maintenance. For the
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agricultural and related sectors ~—— livestock and fishing —— mention is
al=so made of physical constraints. These include low rainfall, limited
carrying capacity of the range, and limited area of the continental
shelf. For livestock, mention is made, too, of the recent Saudi ban on
cattle imports from Somalia, but this is treated as an animal health
problem which is subject to the above-listed constraints. Unfortunatelvy,
the FYF's analysis of constraints offers little guidance for setting

priorities among different possible investments.

Despite the FYF's lack of detail, the Mission agrees that these
canstraints are important. However, there are other constraints which
the Mission feels are also significant but the FYP ignores or hardly
considers. Most obvious is the FYP's inattention to social/cultural
factors, such as the implications of clan rivalries for government, but
this is a most sensitive topic and difficult to broach with the GSDR
Alsa, any analysis of Somalia’'s domestic financial constraints should
consider paolitical decision—making and defense expenditures, but this too
is beyond examination in the FYP. In addition, high population growth is
not considered in the FYP, though the GSDR is now considering it as an

issue needing attention.

There are other areas where the FYP treads cautiously and Missian
analvsis is more assertive. These are fertile areas for palicy

dialogue. The most important example is public versus private sector
mobilization for develaopment. While the FYP does not concede that there
is a problem of public sector encroachment in the Somali economy, it does
acknowledge that the private sector should play an increasing role in the
economy. Another important area for dialogue where Mission analysis goes
further than the FYP's is exchange rate policy. While the Mission sees
this as crucial for encouraging exports, for example, the FYF hardly
considers this in its analysis of Somalia’s current financial

difficulties.

The FYF and Mission analysis agree that a most important Somali asset is
its resourceful and outward—-lcoking population. The FYF states that
"Somalis are acknowledged to be talented and rescurceful stackmen and

collectively have shown a greater response to market opportunities than
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other pastoral societies in Africa.” However, FYP invéstment priorities.
ta the extent thev are defined, and Mission priorities as evolved fram
the previous analysis, are difterent. For example, Mission emphasis on
taking advantage of Somalia’'s outward-looking traditions {(e.qg. by
promoting remittances from Somalis abroad and increasing more deversified
1ivestock exports) is not given such primacy in the FYF. While the FYF
acknowledges the necessity of increasing remittances and livestock
exports, " the main objective in the plan is to develdp agricultural

oroduction” with a decrease in nomadism.

Mission and GSDR perceptions of problem symptoms in the Somali economy
are similar, but the causes of these problems are not really analyzed in
the FYF. The Mission's analysis permits a more certain setting of
priorities than is possible in the FYP, but the FYP clearly does provide

scope for implementation of the Mission strategy.

Policy Reform_ Progress — Somalia has made significant progress in policy

reform over the past few years, although progress temporarily stalled
with the February 1984 breakdown in negotiations with the IMF for an
Extended Fund Facility (EFF).

To deal with its macroeconomic difficulties, Somalia has been operating
under IMF stabilization agreements since 1980. Beginning in 1981, the
government became guite seriocus abaout adhering to the letter of the
agreements. In the 1981-1982 program, Somalia devalued its currency bv
over S04, using a two—tiered system as a stepping stone, met restrictions
on borrowing and expenditure, revised the interest rate sﬁructure, phased
out several parastatals, and increased producer prices in the agricul-—
tural sector by moving to a free market-determined svstem of pricing.
According to the IMF, Somalia’'s performance under its stabilization pro-—-
gram was among the best in Africa. éAttempts to achieve further macro—
economic policy reform failed, though, with the government’'s refusal to
approve the IMF s praoposal for an EFF. The primary reason was the
government ‘s unwillingness to relinquish control over the foreign
exchange regime. On December 30, 1984, the Politburco of the Somali
Revolationary Socialist Party approved the terms of the IMF Standby

Agreement.
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Although the GSDR lacks a cohesive policy for promoting development
through the private sector, a number of its actions concerning the
private sector have been promising. Besides phasing out several
parastatals and moving to a free market system for agricultural commaodity
procurement and pricing, the GSDR has permitted a number of fersign
companies to engage in energy and mineral exploration. It has also

are allowed to exchange a portion of their foreign exchange earnings for
import commodities rather than Samali shillings at the official exchange
rate. In addition, the government recently agreed to foreign investment
in an lnternational class hotel. Moreover, the government has displayved
willingness to further discuss the role of the private sector. This is
evidenced by advisors and studies being implemented by AID’'s Policy
Initiatives and Privatization Project and studies to be carvried out under
the AID Livestock Marketing and Health Project. 0Other encouraging
reforms are the GSDR’'s discontinuation of the policy of guaranteeing iobs
to secondary school leavers in the public sector and its Qillingness to
engage in dialogue concerning population growth'and female circumcision.
Alsa in early December 1984, the GSDR Cabinet agreed to a three-year plan
for disposing of all state-owned farms to the tenants, supernumerarvy

civil servants, and unemployed schoanol leavers.

The Mission also finds promising the GSDR efforts to promote Somalia’s
development within the framework of caoncerted international suppert, as
evidenced by its interaction with the Consultative Group (LG,
established in 1982, Chaired by the World Bank, the CG serves as a forum
for discussions on Somalia’s investment allocations, needed policy
reforms, and long range planning for development. At the CG meeting in
Faris in October 1983, the GSDR presented the Develppment Strategy and

e e e e T T S ———

Fublic Investment Programme_1984-198&, which represents a much more
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thorough analvsis by the GSDR of Somalia‘s development problems thanm it
had made in the past (such as in its Five Year FPlan). Also encouraging
was the GSDR policy agenda and the acceptance of CG recommendations that
the Fublic Investment Programme be rephased and scaled back, including
postponement of construction cf the Bardhere dam pending completion of a

number of studies.



-34-

important constraints to the development of both the public and private
sectors in Somalia. The shortage of individuals with strong technical
and managerial skills is particularly felt at the middle and upper levels
of businesses and government institutions. Insufficient knowledge and
skills in such areas as organizational and personnel management,
statistics, financial analysis, cost accounting, and in a host of other
specialized technical fields often result in bottlenecks hindering
overall development efforts. Even when there is adequate funding for and
serious commitment to development initiatives, human resources
canstraints can doom otherwise excellent efforts. For fhe Mission and

other daonors, this has meant extremely problematic project implementation.

The Education_and_ Human Resources Sector Assessment identified barriers
to developing human resources in six crucial areas: the lack of
managerial training for individuals in all sectors of the economy, the
lack of goal definitions and accountability within managerial units, the
lack of incentive systems within which managers must operate, the lack of
good quality resource data, the lack of information technology and data
analysis for use by decision makers, and the lack of interministerial

coordination.

Under present conditions, Somalia’'s education system cannot be expected
ta remedy these human resource deficiencies. Teachers are poorly paid
and often ill-prepared for their work, the GSDR budget is severely
strained by the recurrent costs of maintaining present facilities, and
the Planning Deparitment of the Ministry of Education is unable to analyze
the educational data it collects. Furthermore, the current situation in
the education system is strongly characterized by Ycredentialism"——while
educational credentials are often useful for gbitasining jobs, the studies

pursued to earn those credentials are rarely usetftul for doing the icb

thus agbtained.

The Spmali Civil Service_ Study highlights many of the same problems and
constraints on development stemming from a shortage and an ineffective
use of human resources. The credentialism of the educational system is

translated directly into the Civil Service through the “rank-—-in-man®
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system in which an employee’s grade is primarily determined by
educational attainment rather than by actual job-relevant knowledge and
skills. PFromotion is not necessarily related to performance. This often
results in essential personnel leaving gavernment work (and sometimes the
countryv) and in lower motivation of those whg remain in a svstem in which
inflation has badly eroded wages. Among the most pressing needs of the
Civil Service is a larger technical capacity to introduce greater
rationality into its organizational structures and personnel system. The
key to successfully introducing needed changes, the Study concludes, liés

in the realm of technical and management training.

The lack of technical and managerial skills is pervasive in Somalia and

failure to address this constraint will doom, all development efforts.
OTHER DONOR ACTIVITIES

For the past several years Somalia has relied heavily on foreign
assistance for development programs, refugee care, and balance of
payments support. Approximately 14 percent of GDP is made up of
transfers from donors, which were in the $200-%250 million range in

1983. In 1984, foreign aid from 25 different donor groups is expected tuo
account for at least 71 percent of Somalia’s public investment for

development.

Approximately 60 percent of planned donor assistance is concentrated in
the areas of agriculture and livestock praduction, energy develoapmant,
transport (roads/ports) and communications, and water resources
development. Annex III1, Table 15 provides a detailed breakdown of
planned donor funding by sector, although, given past experience, it is
unlikely that disbursements will exactly match the planning figures.

Annex I1I, Table 1& shows assistance to Somalia by major donors.

Assistance for the agriculture sector goes primarily to irrigation and
dam development, extension, and crop production, while rangeland
development and veterinary services attract the bulk of donor financing
in the livestock area. Under the water resources sector, urban water

supply and groundwater (well) development receive the maost attention.
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Road construction and rehabilitation and part improvemsnts represent 21
and 5% percent, respectively, of total assistance expected in the

transport and communication sector for 1984.

The relative importance of donors in various sectors is depicted in Annex
I1I, Table 16. The Arab Funds, primarily the Arab Development Fund,
Fuwait Fund and Saudi Fund, make a significant contribution tc several
sectors. 0Other multilateral agencies —— EEC, IBRD, and UN —-— alsc play a
maijor raole in Somalia’s development program. On the bilateral side, the

majar donors are the U.5., Germany, Romania, and Italy.

Some donors have alsc been active in general balance of payments

suppart. These include the U.S. with its CIP and PL—480 Title 1

program, the IMF with its Stand-by Arrangement and Saudi Arabia with its
0il Facility. Both the Germans and Italians will initiate small CIPs in
1985 and EEC monetizes some food aid to support small projects in the

Ministry of Interior.

Several donors have provided substantial resources, especially food
commpdities, to help Scmalia cope Qith a massive influx of refugees in
recent years. Coordinated by the UNCHR, these donors include a number of
Eurtopean contries, several voluntary agencies, #Australia, Canada, Japan
and the U.S. Donor assistance for refugees (including both food and
non-food aid), reached a peak of $117 million in 1980, and is expected tao
bhe $77 million in 1984.

In addition to providing assistance for refugees and in support of the
government ‘s budget, donaors have taken a constructive role in palicy
dialogue, both individually and as a group. A local donor group was
established in 1982 under the chairmanship of the IBRD resident
representative and has met monthly to bring better coor-dination to donor
activities. The group has set up sectoral sub—groups ta focus dialogue
with the government on policy planning issues and implementation

strategies.
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I1I - STRATEGY

A. BGoal
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simultaneously, as they are complementary. Without a long term
development program, chances for self-sustaining growth are limited and
would require continued short—-term stabilization inputs. Alternatively,
to focus the Mission’'s efforts on long-term development to the exclusion
ot 5hart—term stabilization is self-defeating. A stable econaomy -—— and
the resulting confidence in the system —— is a precondition for the

success of long-term development efforts.

B. Objectives

The Mission’'s analysis of the Somali situation has identified several
promising areas for future growth, as well as a series of constraints to
development that must be overcome. These constraints are classified as

short—term or long-term according to the timeframe of their effects.
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Provide balance of payments_ supporkt;

promising areas for future growth

Somalia is well on the road to implementing a policy of shifting from
"spientific socialism” to a market—oriented economy, with emphasis on the
private sector. Somalia needs support during this transition periocd to
encourage further market-oriented reforms and to buy time for enabling
the benefits from newly implemented policy reforms to accrue. During the

transition periaod, Somalia will experience shortages of foreign exchange,
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governmént revenue, and funds for national investment. The economy’'s
ability to provide inputs, transmit technology, and increase output will
be seriously constrained. It is the Mission’'s objective to provide
nan—-project assistance to ease these macroeconomic resource constraints

to increased growth.

Non-project assistance also will serve to support, on a trial basis,
promising activities for future growth. Resources from non—-project .
assistance will bhe programmed to aid the dynamic and enterprising

elements in the economy. Each of the separate programs will coardinate

their rescurces in support of promissing activities.
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The Mission’'s objective, for the long-term development program, is to
build a base for increased productivity in a diversified economy. This
objective was selected because there are overwhelming constraints to

moving immediately to any large production activity in Samalia.

The constraints must be addressed before a major investment program for
production can succeed. The Mission’'s cbjective, therefore, is to place
greater emphasis on the development of a base of technically and
managerially skilled personnel capable of implementing and maintaining
deveiopment programs. In addition, attempts will bea made to adapt
technologies to suit the Somali environment. Through various technical
assistance activities the Somali knowledge base and analysis capabilities
will be broadened. Finally, selected development institutions will be

strengthened through direct technical assistance and training.

The Mission will focus its development assistance program in four areas:
agriculture, including crops and livestock; workforce development;
population; and, refugee relief and settlement. The technical

assistance, faocused on agriculture, is designed to impact many key



ecodlomiec and social variables. It will serve as an employment program
since agriculture is labor—-intensive; a basic human needs program since
food security will be enhanced; an industrialization program since growth
of agroindustries will be stimulated; and, a foreign exchange savings
program since faod imports will be reduced and new export crops will be
developed. Efforts to develop Somali managerial skills will be targeted
across all sectars with the major emphasis in agriculture, finance, and
essential government services. The population sector alsoc will receive
increased emphasis to reduce the population growth. Finally, refugee
assistance will be concentrated increasingly on_settlement in a rural

development context.

C. Strategy Elements.

——— s . b P

The economic potential for Samalia lies with its people’'s capacities and
motivations. WValues and customs inherent in the society must be drawn
upon for economic achievement. Ambition, enterprise, industriousness and
resourcefulness are all qualities which must be encouraged for Somalia to
prosper. These are traditional Somali qualities that have been supressed
and inhibited by fifteen years of statism. The Mission recognizes that
in its limited role it only can facilitate and provide support to those
individuals and groups in the society that demonstrate motivation for
economic achievement. The Mission's strategy will be to encourage those
dynamic elements in the economy that are already working towards

devel opment.

The common development themes running through all Mission's development

programs and projects will be the promotion of pglicy reform, the
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oriented_economy. To foster economic and social development, the Mission
will work actively to identify policy cbstacles which constrain the
energies of the people and to encourage their removal. Adequate
incentives must be in place to motivate individuals to maximize their
full productive potential. The Mission’'s policy dialogue will focus

attention on allowing the maximum opportunity for private sector
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participation and individual inititative while defining the appropriate

government role. Lacal private enterprise and investment must be

stimulated anrnd supparted with an appropriate government involvement. The

Mission also will encourage and support policies leading to an open

aconomy, one that-is integrated with the international market place. The

Mission maintains that exports from a diversified economy will serve as a

catalyst for economic development. Remittances, the repatriation of
foreign savings, and the return of skilled migrant workers can nourish

these initiatives and speed economic advance.

Policy Reform

The basic premise of the Mission’'s poalicy dialogue is that pnlicies_
should expand economic options available to people and not restrict
them. Most administrative controls increase the cost of doing business
and require added services from an already underskilled civil service.
The Mission will work towards removing restrictions and the conseqguent
excessive costs imposed on the productive groups of the economy. Such
action is needed to slow the gutflow of capital and skilled workers to
the Gulf States where there are greater opportunites and returns. | The
folilowing is a list of some of the policy targets for reforming the

incentive and administrative systems 1n Somalia:

-- Increased Privatization: In order to increase economic efficiency
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and activity, the private sector should be allowed free entrv intc

productive sectors and be allowed to compete with parastatals.

The actions of Government operated agencires have impacits acrozss

many industries. Allowing competition will help improve services,

and consequentiy the performance of the i1ndustries served.

Exampies of monopoly positions that should be eliminated include

the Shipping Agency, the Clearing and Forwarding Agency, the S5tate

Insurance Company, the Hides and Skins Agency, and the State

Frinting Agency. Other areas where monopoly positions can be
eliminated are in the petroleum retailing field, animal medicines
distribution, importation of pharmarceuticals, banking, and

state—-owned farms.
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-— Banking System_ Reform: In order toc promote savings and
investment, the private sector should be allowed to participate 1in
banking and other +financial services. Domestic banks under logcal
control will help to mobilize savings and encourage capital
farmation in the country. In addition, international banks should
be encouraged to establish branches in Samalia. The Government’'s
role should be limited toc setting rules for reserves, and similar

broad structural guidelines.

-~ Civil Service Reform: In order to improve civil service

I e o v . e

per formance, the GSDR should implement more of the recommendations
of the AlD-sponscred Civil Service Study. In pafticular the GSDR
should implement training programs in all Ministries and establish
a systematic plan for increasing saléries of civil servants.
Higher salaries will nesessitate a reduction in the government’'s

labor force and the establishment of resolute budget guidelines.

—— Simplified Trade Procedures: In order to lower the cosis

associated with international trade, import and export procedures
must be simplified. The excessive number aof steps required to
import a product increases its cost, which then is passed on to
the consumer. Likewise, the excessive number of steps needed to
export a product adds to its cost, and thereby hurts the

competitive position of Somali exporters.

-~ Privatize the Chamber of Commerce: In order to give a voice to
private businessmen, the GSDR should relinquish control of the
Chamber of Commerce. Private businessmen ocften have legitimate
concerns which are at odds with government bureaucrats. The

businessmen need a forum for promoting their interests.
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State owned enterprises and state planning have failed to provide the
economic growth needed to raise living standards. The GSDR is ready to
look to the private sector for fresh ideas and initiatives. Somalia must
harness the energies of individuals who, working for their own interest,

contribute to the public good.



-42~

The Mission’'s first task is to promote indigenous enterprise. No foreign
investment will be forthcoming until foreign investors see that local
entrepreneurs have confidence in their own economy. When Somalis start
repatriating their foreign savings and investing in enterprises with a
long~term payaff, it will be a signal! to the Mission to place emphasis on

foreign investment.

In the meantime, the Mission’'s shoart-term resources will be directed at
apparent targets of opportunity in the private sector where enterprise
and hard work are being demonstrated. Initial promotion efforts will be
provided by foreign exchange support through the Commadity Import
Frogram, local currency support generated by the CiP and F.L. 4B0Q
programs, and technical assistance through the Folicy Initiative and
Frivatization Froject. These separate programs have been designed to
coordinate their efforts towards a common aobjective. In the laong run,
when it is clearly evident that additional support is warranted, new
projects will be started based on the experience and needs generated by

the initial promotion efforts.

Qutward-laoking Economy

—— e R e e

base with limited purchasing power. Its damestic market is too small to
allow many industries to benefit from econamies of scale. Consegquently,
Samalia must take an outward-—-looking approach and base its trade and
development strategy on export promotion rather than import
substitution. Flexible exchange rates, low duties, and a government
committed to promoting private trade and business will allow Samalia to
compete in world markets. Expanding economic contacts with other

countries will also help to promote new ideas, technology and attitudes.

The Mission will identify potential export markets by carrying out
marketing studies in foreign countries for promising products. Technical
assistance will help to formulate a promotional strategy and develop the
distribution and packaging system. The CIP will help provide needed raw
materials, spare parts and capital equipment. The generated local

currency will be used to build the needed infrastructure.
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Maintaining and expanding export markets and developing new products will
contribute to diversifying the Somali =conomy. The devastating effects
that occurred when Somalia’s principal expart commodity, livestock, was
embargoed could be mitigated. Somalia need not rely on only live animal
exports. FProcessing a higher—quality livestock domestically will open up
new markets and allow Somalia to capture increased returns from the value
added. Fruits and vegetables, hides and skins, and fishing also offer
potential export products in the short run. Over the longer period,

Somalia could attract other labor-intensive industries.

Utilization of Migrant Workers. Tens of thousands of enterprising and

skilled péople have left Somalia for better opportunities abroad. Their
departure inhibits economic development because it reduces the stock of
praoductive resources. The migrant workers must be encouraged to return,
as their skills are needed in a growing economy. For that ta happen
migrant workers must see and believe that restraints on oppportunities

have been removed and that an adequate incentive structure is in place.

At the same time, much of the foreign savings of the Somali people must
be repatriated. Such savings represent an impartant source for financing
capital investment in Somalia. Faradoxical as it may seem, policies
allowing the freedom to withdraw capital and earnings from Saomalia are
needed in arder to encourage the repatriation of foreign savings.

Frivate banks need to instill in the private sector the necessary

confidence to channel their resources through the banking system.
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discussed in the analysis sections related to the government budget,
balance of payments, and monetary conditions, Somalia is experiencing
rapid inflation and a severe balance of payments deficit. The country
simply has been living beyond its resources. Government spending far
exceeds revenue, thereby necessitating inflationary financing from the
central bank. The inflation, coupled with a fixed exchange rate, results
in balance of payments deficits. At the same time, the unproductive use

of the capital borrowed from abroad in the past, now poses new problems
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of serwvicing, which will constrain future growth. Along with the IMF,

the Mission supports the following objectives for corrective acton:

P . . — - PP

expenditures and increasing tax revenue through =conomic

growth. The tax system needs to be revised in order to minimize
the disincentive and missallocation effects of the existing tax
structure while at the same time generating sufficient revenue

for supporting efficient government aperations.
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can be formulated. The stock of maney should graw in step with
the economy. Interest rates should be raised so as to provide a
positive real return to savers and, theresby, stimulate the flow

of savings for investment purposes.

with exporters allowed to retain a significant proportion of
their export revenue to maintain their export capabilities. A

market determined exchange rate, along with other reforms, will
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will alleviate the causes for the deficit in each. Balance of payments
support is provided through the CIP and PL 489 programs. Budgetary

support is provided through the GSDR's use of the local currency

generated by the CIF and PL 480 programs. Those local currerncies provide
almost all aof the funds far the GSDR’'s development budget. Policy refarm
is supported by analytical studies conducted under the Folicy Initiatives

and Frivatization Froject.

The F.L. 480 program will provide critically needed food imports and help
bridge the food gap during the period of foreign exchange restrictions.
Despite recent increases of cereal production (due mainly to an increase

in land cultivated rather than yields) there is a net food deficit in
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Somalia. Micssion’'s strategy iz for Somalia to approach self-reliance in

focd. The Mission’'s food strategy is:

- to promote the production of local food crops focusing on esszntial

cereals such as sarghum, maize, and rice;

- to provide, on a concessignary basis, essential food commodities

which can not be locally produced;

- to alter the commodity mix of concessionary food aid to encourage

1ocal production of cereals; and,
- to shift, in the long-term, from concessionary to commercial

1mports.

Promote_and Support_ the Private Sector - As discussed in the analysis
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section on the'gcvernment budget, public sector encroachment, and
government plans, performance and capacities, the financial and
managerial resources of the GSDR are painfully strained. Parastatals are
apsorbing domestic inputs of greater value than the value aof the final
output. There is insufficient managerial experience Or expertise tc
handle the myriad of tasks taken an by the GSDR. In a major step to
alleviate these praoblems, the private sector should be given the

ppportunity to perform many of these functions.

The CIF is a significant tool for providing assistance to the private
sector. Eighty—%ive percent of the available funds are earmarked for
private sector use. Technical assistance is provided through the Policy
Initiatives and Frivatization project. Some financing also is made
avaiiable through the Somali Development Eank, drawing on funds generated
by the CIF and FL 480 programs. In addition, new Mission projects will

include private sector participation to the maximum extent practicable.

A1l of aur non—-project assistance will be programmed to support, on a
trial basis, praomising activities for future growth. For example, based

on demands for assistance by individual farmers and a fruit and vegetable
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cooperztive, the Mission will undertake marketing studies in the Bulf
States to determine the praoducts in most demand. After identifving the
oraducts with the most potential, new studies will be made to see if
Somalia is capable of growing them. Mission plans to help private Somall
entreprenewrs organize themselves to exploit the export potential of the
economy. Equipped with knowledge of foreign demand, technical assistance
from existing projects will be used to improve marketing, packaging, and
transportation channels. Resource support will be provided through the
local currency generated by the CIF and PL 480 programs. If additianal
suppart is deemed desirable, new projects will be started. Other
praomising new areas for the Mission will receive similar treatment,

always starting with a marketing study to determine needs.

lLong—term Development Strategy

sectors are to build a base faor increased productivity, to diversify and
to crient the econgmy towards exports. The major constraints to
undertaking production projects, identified in the analysis section, must
be overcome before moving to large scale praduction projects. Therefore,
attention will be focused on overcoming the basic constraints and laving
a solid base for future development programs. The faollowing are major

constraints to all sectors.
~ lack of technical and managerial skills;
— inadequate proved technology for production;
— insufficient information about the resource base:
— inadequate physical infrastructure and maintenance capability; and,
- waak and ineffective develapment institutions.
Based on the Mission's analysis of the Somali situation, the strategy 1s

to address the first four constraints through specific project

interventions. The interventions are designed to lessen the constraints
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by building an appropriately-skilled workforce, developing and testing
technologies, systematically collecting and analyzing resource base data,
and improving, expanding, and maintaining the physical infrastructure far

devel opment.

The Mission’'s analysis and experience to date indicate that the lack of

— i — i o, o e e S

weell as economic stabilization. Therefore, the highest priority is to
develap a significant cadre of well-trained, capable individuals to serve

as the +torce behind econaomic development.

The absence of appropriate_proved_technologies is a severe constraint in
all sectors of the econamy. Priority will be given to re-—establishing
the agricultural research programs abandoned in the 1970s, and to
adapting and demonstrating improved technologies to the public and
private sectors (such as livestock production and marketing, small scale

manufacturing and processing, and domestic and export marketing).

The lack_of_accurate_data for any aspect of the resource base, from soils
and water to national income accounts, makes it virtually impossible to
establish reasonable projections of the potential profiﬁability of an
investment. Data must be systematically collected and analyzed to serve
as the base for planning 1n the public and private sectors. Data
voilection and analysis will be promoted within ail development
activities. Only when appropriate data are available will planners and

managers be ahle to judge the relative merits of investment possibilitiecs

to achieve increased production.

programs using local currency generated by the CIF and FP.L. 480, and by
dollar-funded programs to build and maintain infrastructure in support of
the agricultural sector. The projects/programs should include, inter
alia, water develagpment, irrigation expansion and repair, farm toc market
roads, research laboratory facilities, and livestock health and export

farilities.
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a series of programs to create or upgrade institutions on a broad scale.
Rather, resources will be targeted to upgrading those institutions which
could play a critical role in overcoming the octher principal

canstraints.

High Priority Sectors

will remain predominately agrarian. Therefore, the agriculture sector,
comprising craop and livestock, is the nucleus of gur longer term
development strategy. The sector contributes the majority of employment
in Somalia, as well as the largest share of GNP and nearly all exports.
The Mission's proposed sectoral strategy for the next five years is to
create a national capability to sustain the process of modernization and

to extend it to the sector as a whole.

The livestock subsector is the core of the Somali economy. The climate
and flora are particularly well-suited for livestock. The traditional
production system has besn relatively effective in supporting a sizeable
human and animal population on very marginal lands. However, there is
much scape for improvement within the sector, and Somalia must first
overcome the same constraints that are pervasive throughout the economy.
The Mission's short—-term strategy for the livestock subsector is to
support the macroetonomic stabilization program by placing emphasis on
the marketing of livestaock for export as well as on developing livestock

research capabilities to address major concerns.
The Mission’'s long—term strategy is to:

-Develaop a trained and renewable cadre of competent managers and
technicians in the private sector, and in selected government
agencies, who will address the constraints to modernization and

pravide adequate support to the livestock industry; and,

-Develop a permanent capability to analyze the structure and
operation of the subsector, elaborate policy, and monitor and

evaluate the implementation and consequences of established policies.



In the crop subsector, selected assistance will bhe given to hboth rainfed
and irrigated agriculture. Rainfed agriculture occupies almost BO
percent of the cultivated area and provides the means of livelihood +or
most producers. Mission’'s support of the rainfed subsector iz aimed at
import substitutiaon and at building equity for the smallholders. A
madest increase in yield, if generalized, could translate intc a
substantial gain in total production. Irrigated agriculture accounts for
about 20 percent of the total land under cultivation and offers the
potential for reliable production in good years or during drought.
Irrigated agriculture is the source of nearly all commercialized
production and all export crops. The GSDR has taken major steps towards
increasing incentives by abolishing the state-owned monopoly on grain
marketing and inter-regional transport. In addition, the GSDR has
anounced a three year plan to privatize the state-owned ftarms. The

Mission will support and assist these initiatives.

Based on the Mission’'s analysis, hoth segments of crop production
{(rainfed and irrigated agriculture) need to be étrengthened. Initiaily,
emphasis will shift to irrigated agriculture until the research program
develops appropriate extension packages for the rainfed subsector. In

the long-term, the strateqy is to:

- establish a permanent applied research and extension program to

develop, adapt, and disseminate improved technologies for drvland and

irrigated agriculture that are economically wviable;

- rectructure the subsector to increase private sector participatiaon
and reduce State involvement in production, marketing, and exzport of

agricultural produce:

- develop a cadre of well trained managerial and skilled workforce :in

the agriculturai sector:

- expand and rehabilitate infrastructure relevant to the subsector

development;

~ evaluate soil and water rescurces in cultivable and potentially
arable areas, thus defining the areas best suited far irrigatedc and

drviand develaopment; and,
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Human Resgurces _Development Sectar - As discussed in the anaiysis

secticn, the lack of technical and manager:i:al s-ills is pervasive zand
failure Lo address this constraint will doom all development efforts. &
censiderable number of trained Samalis work in the Gulf states. This is
largeiy due to the additicnal economic cpportunities offered to them for
their lahor. As the economic situation in Somalia improves, it is
anticipated that zome of the managerial and skilled workforce will return

£rom abroad.

fs discussed under the Agriculture and Livestock Sector above, efforts
will be focused on strengthening the research capabilities af the
ministries of agriculture and livestock. Fast experience has shown that
a major weakness of previous attempts to strengthen the gavernment's
research development program has been the lack of institutional
capability to train agromanagement and/or research staff within countrvy.
The new program will be focused to strengthen the faculties of
agriculture and veterinary medicine at the Somali National University and
to initiate the development of a national agricultural research center

on the university campus at Afgoi, which will draw the involved faculties

and students into the research program.

Also 1n the public sector, support will be given to the government ' s on
rivil service reform initiative by providing appropriate skills in key
ministries and training Somali technical and managerial staff to assure a
constant flow of properly gqualified individuals for key positions. Saime
of the lacal currency generated from the CIF and F.L. 4B0O programs will
bhe used to help the GSDR phase in budgeting for salary increases, once
redundant employees are terminated. Similar training will be provided to

the private sector on a shared—cost basis.
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target of opportunity. Great progress has been made in the GSDR
attitudes toward population programs; the government now gives tac:it
support to family planning. The population program could have a

significant impact over the next faur years and will be essential over

1



the longer term. The stategy in the sector is:

— to continue the program of sensitizing opinion leaders and

government officials to population growth issues;

- to make contraceptive commadities available to the public and

private sector;

- to encourage a self-sufficient delivery program based on the retail

sales of contraceptive commodities; and,

— to help other donors provide the demographic data base aon which

sound population policies can bhe founded.
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The refugee problem in Somalia has considerable politicial i1mplications
and overtones for all parties involved. From the developmental
viewpoint, a substantial amount of human and matefial resgurces are now
channeled to maintain the current care and feeding program with only a

limited effort towards self-reliance.

In March 1983, the Somali Government established a policy permitting all
refugees who did not wish to be repatriated to settle permanently in
Somalia. The framework to implement this policy change has been

developed in coordination with the Government and other donors.
The Missiaon’'s strategy in support of refugee settlement is:

- to utilize approaches which emphasize productivity as the

basis for settlement rather than social servicesg

-to integrate settlers into the social and economic fabric of

the communities in which they are settled;

- to include the local population as an integral part and equal

beneficiaries af a rural development approach to settlement;
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— to utilize line ministries and Frivate Voluntary Organizations

(PV0s) as implementing agents for activities in settiement;

~ to follow a methodology which addresses the critical
constraints, knowledge base, technology availability, skilled

perscnnel, and infrastructure in an accelerated program: and,

— to retain a measure of U.S. management control of projects bv

funding them through bilateral attribution.

The Excluded Sectaors — The Mission’'s strategyvy for the period aof this CDSS
is to concentrate its long—-term development resources into three high
priority development sectors, Agriculture, Human Resources, and
Fopulation. The following major sectors are not related to.the key
elements of Mission’'s strateqy and, therefore, are excluded from the
scope of the CDSS: Health, Forestry, Energy, Transport and Fisheries.
While this means that separate projects will not be designed and funded
in the excluded sectors, it does not preclude elements of larger
activities addressing constraints in these sectors, nor does it foreclose
sound Qrants to PVOs to implement programs that will advance development
of the indigenous private sector, train management personnel, or directly
support agricultural production or population activities. Current
activities in the health, forestry and transport sectors will be

completed and will not have follow—on projects.

program into Somalia. Two training centers will have trained a cadre of
75 primary health care workers when the project completes aperations in
19835. USAID s involvement in four health regions has been emulated by
UMICEF, Italy, Finland, Australia, and several FVOs in the other Somali
regions. The Italian BGovernment also pravides assistance in hospital
care. The Mission’'s withdrawal from the health sector, however, will not
exclude continued participation (through the Government 's Develocpment
Budget) to fund other donor programs’ local currency casts using CIP and

F.L. 480—generated local currency.
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Forgstry - To date, the Mission’s invalvement in the farestry sector has
been through the refugee self-reliance effort under the CDA aegis. The
current farestry program is being implemented by several U.S5. PVY0Os under
separate cooperative agreements. This too has inspired some six
bilateral and multilateral donors tg fund similar activities in Somalia.
As with the health project, Mission’'s involvement in the current activity

will not be extended heyond completion of its present work scope.

Energy - Mission involvement in the energy sector in Somalia is minimal.
Recently a centrally—funded energy advisor was placed at the Ministry of
Flanning with support from a Regional project. There is no specific
intervention expected in the energy sector during the period aof the

CDSS. Mission’'s position in relation to providing U.S5. financing for the
Bardere Dam and hydroelectric facility has been one of helping with
studies for the master plan and awaiting the cutcome of feasibility
examinations. Any funding that eventually may be provided will be based

on irrigation needs, not energy.

clearly preferred by the B5DR —— constitutes the Mission s most
significant contributiaon to the transport sector in Somalia. The $45.0
million praject will address the physical infrastructure constraint and
directly support the export of livestock and agricultural praoduce. Once
the port rehabilitation is completed, involvement in the sector will be
limitted to local currency support of farm—to-market roads through the

Government ‘s Development Budget.

L I

the &0°'s was singularly unsuccessful. At this time there are numerous
donors providing significant assistance to Somalia in the sector.
Therefore, the strategy is not to become directly involved in fisheries
activities. However, through the CIP, boats and other fishing eguipment
were financed for the private sector, and support will be continued in

this manner.
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ASSISTANCE_PLANNING LEVELS

AGRICULTURE_AND_L IVESTOCK:

Research
Workforce Skills
Froduction

PVO Activities

ke 2 S e S M i B . G e .

Farticipant Training
Technical Assistance
FOPULATION:
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Family Health

SELECTED_DEVELOPMENT ACTIVITIES:

PVC Activities

HEALTH:

Rural Health

TOTAL DA ACCOUNT (ALL BRANTS):

ECONOMIC_SUPPORT_FUND:

Commodity Impart Program
Folicy & Privatization

MIGRATION AND_REFUGEE_FLUND:

O

Refugee Settlement

P-L._ 480 PROGRAMS*
Title 1 and/or 111

{2000}

Jet

986

__1987

1988

1989

14,000

{7,000)
(6,000)

¢1,000)
2,000

(1,000)
(1,000)

2,838

(2,838)

14,000

(8,000
(&6,000)

(2,000)
5,000

(3,000)
(2,000)

1,200

{1,200)

2,000

(2,000)

18,300
(2,300}
(&,000)
(1,000)
(2,000)
5,300

(3,300}
(2,000)

1,000
(1,000
2,000

(2,000)

21,300
(7,000}
(6,000)
16,300}
(Z,000)
5,000

(3,000)
(2,000)

1,000
(1,000)
2,000

(2,000)

24,200
(4,000)
(4,000}
(11,200)
(3, 000)

5,000

(3,000)
2,000}

1,000
(1,000)
2,000

(2,000)

— s

22,000 24,200 24,600 29,300 32,200

38,000 40,000 40,000 40,000 40,000

(36,000) (40,000) (40,000) (38,000) (40,000)

(2,000}
8,000

(8,000)

e

10,000

(10,000}

(2,000)

— .

—— o —

20,000 20,000 20,000 20,000 20,000
(20,000) (20,000) (20,000) (20,000) (20,000)

*#* Title II Commodities programmed through WFFP are not included.

FERSONNEL REQUIREMENTS:
USDH Workyears
FNDH Workvears

iyt . T s o . bt B . i e L . P = . i T A ki e AR T i = i e A i — et =



—55—

RESCURCE RERQUIREMENTS NARRATIVE

The Mission recommends maintaining the resource levels established in the
FY 1284 ABS. The centinuing level of E5F and P.L. 480 is critical dur:ing
the sconomic stabilization period. During the CDSS peried the DA level

will shift progressively to production activities.

The Economic Support Fund (ESF) and P.L. 480 resaurces are maintained at
a continuing level of #40.0 and #20.0 million respectively. In real
terms this represents a declining level of support. Since bath the ESF
and the FP.L. 4B0O resources constitute the basis of Mission’'s support of
the macroecaonomic stabilization program, they should be accorded the
highest priority for funding. 6As discussed in the Analysis and the
Stateqy sections, the ESF and P.L. 480-funded non—-project assistance
provides the means to establish meaningful policy dialogue leading to
ecenomic feforms, supports directly the nascent Samali private sector,
and -- through the local currency generaiions *—'helps reduce the budget
deficit and supparts the GSDR development programs and projects. The
Mission anticipates that by 1990, provided appropriate policy reforms are
implemented, there will be a shift of AID rescurces from macroeconomic

stabilization support to infrastructure development.

The Mission projects a small, but constant, increase in the total
Development Assistance (DA) requirements for the planning period. The D#
program is designed to overcome the development constraints identified in
the Analysis section. As discussed in the Strateqy section of the CDSS,
the Mission will concentrate in three priority sectors —— agriculture,

. human resaurces, and population —— to assist Somalia in its long-term
devel opment proaogram. Initially, the Mission will concentrate its effort-:
to increase technology availability, train an adequate workforce, expard
the data base, and promote the develgpment of the indigenous private

sector and development institutions.

In the long—-term, the Mission plans to start supporting discrete
production activities in the agriculture and livestock sector. The pace
of Missiaon’'s invalvement in production activities will be determined by
the relative progress fram the research and workforce skills development

activities.
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The Mission will reguest a P.L., 480 Title II1I program in January 19835.
The attraction of a Title III program for Semalia hinges on debt relief.
Therefore, unless the following conditionality is met, the Mission will
not pursue a Title III program during the planning period: The Title II1I
program must include multiyear commitment for the U.S5. to finance the
ocean transportation costs; adequate allocation of Operating Expenses as
well as PDS funds to support the program; a multi-year commitment of food
commodities: and, applicability of debt forgiveness to the older

(now—due) Title I locans.

The Missiaon intend to support refugee settlement activities through the
use of U.S. PVOs. The Mission also plans to initiate settlement
activities in FY 1983 with. additional funding scheduled for FYs 198& and
1988.

STAFFING: For the first time in five years, the Missicon has been staffed
at full strength. We plan tao maintain the USDH workyears at the 27.0
level for the planning period. However, the personnel mix may change
from time to time to accomodate changes in our praogram mix of

activities.

¢

ASSISTANCE to SOMALIA

TONEE TO 3D

107

=0
rin)

L

NSO

PO

13 &

For] REFUCEERS



-57-

AlID_Policy Themes_Summary
Somalia is changing its economic orientation from "Scientific Socialism”
to an cpen market economy with emphasis on the private sector. During
the past three years a significant number of policy reforms have been
adopted by the GSDR. The policies adopted by the GS5DR on the macro and
sectoral level have received '"good marks" from the IMF and include (among
many others): the liberalization of agricultural marketing; the reversal
of a guaranteed employment policy; the reform of the civil service; and,
mast recently, the privatization of all state farms (the land will be
distributed to secondary school graduates, former civil servants, ana
farm workers). FPolicy reform in_Somalia is an active process to which
the Mission accords thé highest priority. In coordination with other
bilateral and multilateral aid donors, we have developed a policy_

dialogue_agenda which includes, inter alia, support for the development

————r. m——
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Throughout, the Mission’s strategy for Somalia follows development themes
caommon to activities. These themes are the promotion of policy réform,
strengthening the private sector and develaping an ocutward-aoriented
economy . In this connection, the Mission will work to identify policy

obstacles and will seek opportunities to foster private sector

participation in the development process.

The basic premise of the Mission s policy reform agenda is that policies
should expand the available economic options. Policy targets for

"reforming the incentive and administrative system in Somalia include:

e e . oy e e e T e e
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"and, simplified trade procedures. These policy targets are discussed in
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the analysis and the strategy sections of this ECDSS.

The Mission alsog has prepared a studies agenda (see Annex 2Z) which will
tfacilitate policy dialogue and provide alternatives and recommendations
to address the development constraints identified in the analysis and
strategy sections of this CDSS. Further, the Mission has already put

project mechanisms in place to finance the studies agenda.
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The Missicon will promote, through development programs and policy
dialogue, the development aof the Somali private sector. As dicussed in
the Analysis and Stategy Sections, the Somali private sector was severely
restricted during the 1970s experiment with "Scientific Socialism". The
establishment of a large number of government parastatals with monopoly
rights was the principal cause of the private sector decay. Follawing ol
the recently—-initiated change_in_economic_orientation, the private secter
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nas begun to respond pasitively to changes in government policies. With *°
a significant potential in resources (both human and financial) in the
hands ot the private sector, the Mission proposes to continue supporting
pelicy refaorms that will further encaurage the development of the

sector. The initial effort will be to use the Commaodity Import Program,
thhe FP.L. 480 and CIF-generated local currency, and the Policy Initiatives

and Privatization Project as a catalyst faor policy retorm.
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and the stategy sections as one of major constraints to develaopment
reaching across all sectors. Since the Mission has éccmrded the
agriculture sector -— which comprises crop and livestock production --
the highest development priority under the long~term develapment

strategy, priority will be given to re-establishing the agricultural
research programs abandoned in the 1974s and to adapting and,
demonstrating improved technologies to the public and private sectors.

The Mission is confident that through research new technologies to
minimize the effect of drought in the rainfed areas can be developed. On
irrigated lands, Hetter water management, coupled with the use of higher
guality inputs and technology will result in greatly improved yields. In
the livestock subsectar, the Mission will concentrate on marketing of ]
livestock for export, as well as developing livestock research .

tapabilities to address major concerns.
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approach is to provide training, on a selective basis, for staff
development, place advisor/trainers in selected positions, and provide
iocal currency support faor development activities using P.L. 480 and

CiP—-generated local currency.
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TACTICAL _CONSIDERATIONS

The Commodity Import Program and the F.L. 48BQ Title I/I1I1 programs
(including the gneréted local currency) constitute the heart of Mission's
portfolio during the CDSS period. Both programs provide valuable
mechanisms in support of policy dialogue and reform. The programs are
prefered by the GSDR because they provide the necessary balance of
payments support and critically needed commedities as well. In addition,
the generated local currency is used in support of the GSDR’'s development
bHudget. Without the CIP and P.L. 480 counterpart fund the GSDR will
encaunter problems financing its developemnent budget {(the development

budget also includes GSDR contribution to donor development project).

The CIF and P.L. 480 pragrams also are preferred by the Somali private
sector. Through the CIF the Somali business commnuity has discovered new
opportunities and regained some confidence in the Government. Most
recently, the sale of P.L. commodities through private sector
distributors, provided an additional opportunity to identify the U.S5.

assistance with support for the Saomali private sector.

In sum, the Mission proposes, as the first priority, a constant level of
ESF and P.L. 480 resources during the CDSS period. The ESF will be used
in support of .the CIP program until early 17905 at which time it may

become appropriate to shift emphasis to development infrastructure.

The first generation of the development project portfalio will be
completed by 1987. In most cases there will not be follow-on activities
for the first generation projects. The Mission will initiate the
workforce skills training project late FY 1985. The project will address
a major development constraint and support other development sfforts.

The rehabilitation of the research centers and establishing research
programs abandoned in the 1970s will support, in the long-term, the

rainfed and irrigated as well as the livestock sectors.
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Mission's support for the Berdera dam now is limitted to assistance in
the preparation of the Juba Valley Master Flan by financing the
environmental and social and land classification studies. However ,
should the studies prove that the dam is feasible, the U.S. should be

I

prepared to join in with a reasonable contribution. -

The support of refugee programs will concentrate on settlement activities .
which will support the refugees and residents as well. The settlement
activities will be implemented through GSDR ministries, contractors, and

U.s5. FVOs, The two on—-going refugee support projects will not have

follow on activities.

A significant FVO project will be implemented throughout the CDSS
period. This project will address, inter alia, target of opportunities

in agriculture and rural development as well as skills training.

The Mission has established the following development benchmarks for the
CD5SS5 peiod:
-The annual rate of increase in consumer prices shpuld be legs than

half of what it was for the period 1978-1983 (43 percent).

-The overall budget deficit as a percentage of total government

expenditures will be reduced to 25 percent or less.

~Livestack exports will account for less than BO percent of total
exports, new commodities will be added to the export list, and the

trade balance deficit will less than 2.5 times the level of exports.

—-Frivate sector firms will be competing in industries that were
previously moncpolized by parastatals and the private sector s share
of banking credit will increase beyond its current level of 40

percent,

The GSDR will have reduced the number of government smplovees, pay
increases in excess of inflation will have occurred, and training

pragrams for civil servants will be in place.
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Sogmalia, Sudan and Tanzania. F. Fleuret, M. A. Jama, D. Laitin, M. S5.
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Murdock, 6. L. Thomas, June 1979.

Somali Culture, History and_Social Insititutiens, I.M. Lewis, 1981
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An analysis af cultural, historical and social in Somalia vreiating to
economic realities and potential development.

Refuqee FRehabilitation_in_Somalia: Report of_a_Mission. H. Lewis, b.
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Wisner, March 1981.

This report studies the refugee situation, its social costs ahd'présent
development efforts. Self-help activities and continued improvement and

basic support for refugee camps are looked into as potential for
development.
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480_Title_ 111 Frogqram. H. Kriesel, D. Jansen, T. lLederer, May 1981.

The major purpose of this study is to ascertain the appropriateness and
workability of a P.L. 480 Food for Development (Title III) program for
Samalia. The economic situation is assessed and recommendations for
improving the performance of the economy are made.
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Comprehensive Graoundwater Development Proiect. M. Fape, LBII, May 1982.

This report presents the review of the potential environmental impacts of
production wells: the potential problem of acquifer contamination as well
as potential short-term construction impacts of heavy travel on rural
access roads. 7To minimize the negative impacts, recommendations are made
cancerning proper well construction and maintenance technigues. The
physical impacts on the environment resulting from the operation of a
well, such as land subsidence and acquifer depletion are alsoc reviewed.

Froject. M. Fape, LBII, May 1982.

This report presents an economic analysis of the praject, focusing its
attention on individual costs. Well benefits and well user charges are
also studied but to a lesser extent. Well costs are broken down by
direct vs. indirect costs using economic assumptions; unit costs of
resgurces are presented as well as descriptions of activities and
resource inputs. The benefits of training, research and water supply
improvements are reviewed, and methods for finding the value of water
supply benefits are given.
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Somalia. J. Haltzman, June 1982.
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This report presents the trend in livestock quantities and exports in the
past 15-20 years. Alsoc presented are the principal characteristics of
the livestock trade and the major constraints to impraving livestock
production, marketing and export. Policy recommendations in animal
health interventions, improvements in the livestock marketing
tnfrastructure and in strengthening institutions to promote livestock
exports are also presented. Included within this report is an economic
2nalysis of a possible animal health and livestock marketing praject.

i T e L e e v e A . e .

Settlements_in_Somalia. T. Scudder, June 1981.
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Assumptions that underlie the analysis in this report are given as well
as the prospects for success for a large—-scale settlement program in
Somalia. Discussed are the planning, implementation, and management of
viable settlement projects. Recommendations for USAID/Somalia are
presented towards the end.
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Contributions to _a Discussion Seminar. Somali Research Group, 1981.
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The ecology of famine in Somalia, problems of environmental degradation,
and other issues are presented in this paper. Presentations on refugee
problems, evolution of current Ethiopia-Somalia conflict, and the
atilization of inngvative technologies form the main body of the paper.

Somalia Agriculture Sector Strategy. E. B. Hogan et al, November 1981.
The report describes Somali agriculture in general and offers the
following strategy components: 1) the development of an adequate
knowledge base and improved technological and farm or herd management
practices, 2) an increased investment in human capital development, 3) a
decrease of human and animal pressure on nomadic grazing areas and, 4)
the near term assistance to small farm operations.

R D R e R e e e e e e e e e e e T L e o e e e e e B il o e e o o e e e e e S T S D e o e e R R e it o e e S, .

Sfeport. P. D. Roark, LBII March 1982.
The first section of the report provides a general review aof available
secondary data deficiencies as well as highlights some sources of
reliable information. The second section addresses socioeconomic factors
which appear most relative to the Bay Region. The final section proposes
a program and methodology for field data collection to fill critical
information gaps.
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The_Market for_ Livetsock and Meat in_ Saudi _Arabia: _Implications for
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aomalia. J. Holtzman, June 1982,

This repaort presents the increased trend in Saudi Arabia’s demand for
livestaock and poultry in the near future. It explores the potential for
expanding exports of small ruminants and the greater export potential
offered by cattle. Australian and Latin American livestock supply and
livestock prices tao Saudi Arabia are compared to those of Somalia and
those of existing neighboring East African countries. Finally, the
orojected demand and supply for livestock and meat in Saudi Arabia is
incorporated.
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ulatign_in_the_Gedo Reqion. €. Beville, June 1982.
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The report names and studies the main groups whith comprise the refugée
population in the Gedo Region. Refugee potential in undertaking
self-reliance activities is also presented.

=

International Inc., January 1982,

Exploratory Drilling Program_for_the Bay Region. Louis Berger
t

The report includes a summation of geologic conditions for Somalia and
the Bay Region and a description of the drilling equipment and sampling
methods as well as locations for explaoratory drilling sites. annexes A %
B include a preliminary set of social criteria for selecting well sites.
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In this report, the cultural background of the Somali nomad is brought
out. Health concepts are introduced and the existing health care system
is studied. The report takes into account the fact that the Somali
nomads are accessible to health care delivery if the health care system
Lutilizes the opportunities their lifestyle offers in order to avercome
the gbstacles which it poses.

Freliminary Socioceconomic Survey: _Bay Region, Somalia. D. Putman,
September 1982.

This report covers research methods, population studies, social and
political structures, agricultural sector institutions and allocation and
cwnership of resources. It provides production strategies and outlines
majar areas of ingquiry where long-term socioeconomic research is needed
to provide an adequate data base for the Project Management Unit and the

USAID to implement the Bay Region Agricultural Development Project
(BRADV) .
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Encouraging'the Private Sector_in_Somalia. Elliot Berg Associates,
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September 1982.

This report contains information on the general enviranment for the
private sector, the liberalization since 1979, the things that can be
done to facilitate changes incurred since 1979 and, the private sector
and state-owned enterprises.
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J. Stephenson, T. Zalla, S. Gunn, October 1982.

The repart makes an appraisal of the completeness of engineering work
accomplished on the proposed Baardheere Dam and related power, irrigation
and flood control facilities. It also identifies the social issues which
are likely to be of concern in the development of the Juba River Valley.
Economic and policy issues are also discussed.

Central Rangelands Development Project: _Somalia Consultant Report. T,
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W. Box, November 1982.

This is a consultant report, charged with advising on research,
monitoring, grazing studies, forage analysis laboratory and formal
education as factors in the implementation of the Central Rangeland
Development Froject. Based upon knowledge dating to the 19466 FAOD
Livestock Development Survey, the author considers rangeland degradation
as being overstated. @& scaled down priority research program that could
be implemented given the inputs provided under the praject is recommended.
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Fegion. LBll, Roscoe Mass Company, January 1983.

This report studies the three basic units of the Bay Region: the basement
complex, the limestone plateau and the limestone depression. Water
quality has been checked out and drilling techniques have been

developed. Socioeconomic studies indicate the existence of a
well-developed water management system for most villages. The problem of
well maintenance has also been studied and the need for the development
ct a mobile and qualified maintenance program is stressed.

—_— e e e ——— o e e e i . . . T W

Region._ Appendix. LBII, January 1983.

This appendix contains: 1) recommended techniques for developing wells,
2) disinfection of new wells, 3) abandonment of test boreholes, 4)
casing, 35} proposed geological techniques, &) water gquality of Somalia
wells, and 7) standards for irrigation.
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Somaliaz A Social and Institutional Prafile (SIP). A. Hoben et al,
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Boston University of African Studies Center, March 1983.

The overall objectives aof the report are to examine the explicit and
implicit socioceconomic assumptions that have influenced development
planning in Somalia in light of available information about the ways its
peoples are organized and make a living, and on the basis of this
examination, to recommend modifications in policies, programs and
orojects intended to increase the effectiveness of development assistance
in Somalia, and identify critical issues for future research.
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Somalia. Technical Proposal, Medical Service Consultants Inc. (MSCI).

N. 5. Lane, January 1983.

The implementation of a Comprehensive Primary Health Care Project tao
serve the rural and nomadic people in the country is discussed. The
project proposed in this paper would assist in resaolving operational
problems identified in the course of the implementation.

Econaomic_fnalysis_for Spmalia FY 85 _CDSS. C. 5. Callison, D. W.
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21 jerkman, April 1983.

This report analyzes the nature and structure of the economy, the recent
economic trends and current situations, long~term development prospects
and priorities, constraints to growth and development, government
chjectives and investment plans, the role of the external donars, and the
economic growth and development prospects under current conditions and
policies.

Conceptual Design Report: Rehabilitation of the_ Port of Kismayo.
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Farsons Brinkerhof+ International Inc., April 1983.

This Conceptual Design Report presents alternative concepts for the
rehabilitation of existing pier and associated facilities at the port of
Kismayo. It is follaowed by a Preliminary Design Report which amplifies
the approved concept and integrates it into the technical, financial,
economic and social aspects of the project.

Jrbanization_and Outmigration in Somalia. 4H. 5. Lewis, C. Kerven, N.
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Southerland, May 1983.

The fast rate of urbanization makes it necessary to partially divert
donor assistance from rural areas. Support in the areas of training and
funding for urban capital projects is needed. Rural outmigration is to a
great extent encouraged by the existence of income dispar{ties between.
rural and urban areas and between different economic sectars.

Agriculture and livestock development programs will be affected.
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Eastern_Africa Country Profiles: _Samalia. International Development
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Frogram, Clark University, May 1983.

This country profile presents studies of the basic characteristics of
Somalia {country, people, econamy and culture), its major development
problems, and a discussion of the distribution of poverty.

Evaluation_ of Comprehensive_Broundwater Development Projiect &49-0104. 5.
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Femingtan, Neshitt, S. Gunn, May 1983.

The evaluation assesses the accaomplishments of the past 18 months of the
project and determines the efficiency with which the contractor performed
the activities of the project. It identifies and evaluates problem areas
which may inhibit the attainment of the project objectives. The basic
—amponents of the Comprehensive Gaundwater Development Project which are
2valuated are groundwater assessments and socioceconomic progress.

The Quorioley Forestry Project: Recommendations. F. A. Khayre, June
1983.

The report contains recommendations made for working with the refugees
and villagers. The study focuses on areas that are affected by the
sihortage of wood products and on specific groups that the forestry
project may want to work with to solve these problems. Recommendations
for the encouragement of laocal participation in project development,
implementation, monitoring and evaluation are included.

Evaluation_of_Central Rangelands_ Development_ Project. C. Martin, R.
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~anale, J. Teidman, June 1983.

The evaluation specifies that the project’s intermediary progress for the
first year of development is gquite satisfactory but that better
vogrdination of the various multi-donor componenets, the development of
sound academic training and an adaptive research program are needed in
order to achieve project objectives by the end of the gproject term.

ismayo_Fort Rehabilitation Project. J. Kelly, July 1983,

The report presents the description and purpose of the project. The
administrative, technical, financial, economic, social soundness and
snvironmental as well as praoject implementation studies are

incorporated. Conditions, covenants and the negotiating status are
sresented at the end.

A_Proqram Assistance for_ Livestock Marketing in _Somalia. Elliot berg
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Associates, September 19835.

This report considers the expansion in the supply of livestock medication
as a major step towards improving the livestock industry. Due to the
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1igh percentage of livestock exports through the port of Berbera, four
Lwrojects are proposed for improving the farilities and procedures of the
part. FProjects for the assistance to private livestock truckers, fodder
croducers and other entrepreneurs are presented as well as two longer

tarm proiects which focus on breeding improvement and education in market
ecanomics.

Development _of_an_Agricultural System. ISNAR, F. Williams, M. Dagg, M.
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Myiitra, Interim Report, November 1983.

This report notes the major features of Saomali agriculture as they relate
to research and describes the role that agricultural research should have
in Somalia. It then briefly describes the current agricultural research

=vstem, with emphasis on elements that request attention. These elements

are developed as the main issues, then canclusions and recommendations
s summarized.

Toward_a_Rural Development Strategy for USAID/Somalia. €. Mevers,

December 1983. .

This paper presents a strateqgy that could provide a framework for
USAID/Somalia’s rural development program; it is divided into three
sections. The first section provides an overall analytical framework for
a rural development program. The second addresses the issue of promating
rural development through sub—-national administrative and organizational
mechanisms. The last section examines the problems of moving refugee
assistance toward achievement of rural development ocbjectives.

——3--— 3¢} ——— % —_ -

Fepublic. A. Claxton, December 1983.

This report is mainly limited to a straightforward description of the
gavernment machinery which guides and controls social and economic
activity at the local level. Political issues are addressed and a brie#f
look is taken intoc formal and non—formal social institutions.

. . e e S e i e S S S At i s i i S . . = ol s . . e . T e S S it . . i o S ey o . S

an_Evaluation of the F.L. 480 _Title 1 Program. J. O'Rourke, December

This document summarizes and documents Mr. O'Rourke’s findings regarding
Somalia’s food marketing system and identifies some food-—marketing
related issues for the Title I evaluation.

Somalia Education_and Human Resources Sector Assessment. SDR Ministry of

S o i o e T e il . PR S et Sl S S s i o S S e S St gy (S S Sl Vo 7o Y T AL, “AD o P S A S W o AL S S S Sl . TH ) e i S S

Mational Flanning and A.1.D., January 1984.

The assessment begins with an analysis of the capacity of the EHR
system. This includes economic and financial analyses of human resource
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development, focusing cn fiscal capacity, manpower supply and demand,
program costs and rates of return, constraints, and opportunities for
zhange. The assessment considers the formal and non—formal education
systems as well as management capacity and language (problems and
opportunities) in Somalia.

an_Assessment_of _USAID/Somalia Commodity - Import Program. Audit Report
No. 3-649-84-5. January 1984.

The audit was conducted to determine whether the 1) GSDR was using
AlD—provided rescurces effectively, 2) the program was meeting its
objectives and goals as stated in program documentation, 3) USAID/Saomalia
persannel were effective in program monitorship, and 4) applicable laws
and regulations were being complied with. Findings, conclusions and
recommendations are included.

Somalia: Education_and_Human_ Resources_ Sector Assessment. J. Claffey, R.

i . R . St i e oy S i S ey el g s ety et S i ke e S e, S S e

Hailer, S. Hobhen, D. Windham, L. Anderson, bP. Chapman, M. Rihani, A.
Thamas, January 1984,

The study comprehensively addresses the nation’'s education and training
system in light of national goals, constraints and opportunities. The
assessment includes an economic and financial analysis of human resource
development, facusing on fiscal capacity, manpower supply and demend,
program costs and rates of return, constraints, and opportunities for
change.

Svmalia’'s_Cereal Production:_ _Implications for the F.L._480 Ti;le I
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Frogram. S. Buchanan, February 1984.

The report presents an explanation of obstacles faced with expanding
grain production. These cbstacles stimulate food demand from abroad and
this contributes to an increased dependence on food imports. An
evaluation of the impact of Title I Program on agriculture is included.

T

-L._ 480 ~ Title 1 Prougram_Evaluation, (Macroeconomic analysis of the
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.. 480 Title ! Program) J. Mudge, March 1984.

1t

This repaort examines Somalia’'s balance of payments (BOP) with respect to
the potential impact from a drop in foreign exchange receipts owing to
ressation af livestock exparts to Saudi Arabia and to a non-renewal of
the Saudi oil grant toc Somalia. Also present in the report is an
examination of the BOP aspects of Samalia‘s ability to finance food
roports on a commercial basis which are provided on concessional terms.
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Froject. N. Lamson, M. N. Osman, T. Leifert, March 198A4.

This report documents the number, type and level of workers trained under
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“he Rural Health Delivery Systems Froject, as well as those to be trained
» the future. Job descriptions and qualifications for each type of
worker are also listed and discussed.

Somalia. J. Holtzman, March 1984.

The report discusses the: livestock exports and foreign exchange earnings
through 1983, improvements in the export of livestock from the port of
“ismayo and the one in Mogadishu, livestock marketing facilities in

Horthern Somalia and, public vs. private sector maintenance of livestock
marketing facilities.

Zconomic _Evaluation of the Central Rangel ands_Development_Proiect. C.
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Frandon, LBII, January 1984 revised April 1984.

This report defines the ocutput cbjectives, equipment and operating costs
2f the project. The benefit analysis is largely qualitative due to the

naucity of data for the projection of user demand and user fee collection
wrobabilities.

An_Evaluation of the Somalia Commodity Import Program 44%-K-602. J.
Ricardo, P. Hagan, Y. Lewis, April 1984.

The evaluation covers the following main elements of the C.I.P.: its
implementation in terms of allocation of the foreign exchange made
available; the purchase and shipment of commodities and their sale and/or
utilization in—-country; local currency generation, disbursement and
cutilization; and policy dialogue. Performance under the C.I.P.
agreements is cancluded to have been superior in the first and third of
these areas and fully satisfactory in the second. Recommendations for
sach of these three elements are given.

Foreign Exchange Market_in_Somalia. SOMCONSULT, March/April 1984.

This paper reviews foreign exchange and laws and amendments thereto from
1964 to March 1984. It describes the two exchange markets, i.e. the
nfficial an the parallel. The paper proposes steps to be considered for
implementation during an interim period that could lead to the

liberalization of foreign trade and ultimate unification aof the exchange
markets. '
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to_Somalia. USAID, September 1984,

This report presents major findings of and recommendatiaons for: the
Somali food marketing system, the reduced state intervention in food
marketing, the excess food storage space, improving the terms of trade
for farmers, food aid as a percentage of Somalia‘s imports and food
supply, the Title I balance of payments support, repayment cbligations,
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the underutilized foaod pracessing industry, the inappropriateness of a
commodity mix, improvements in USAID and GSDR management of operational
aspects.

Fruit_and_ Vegetable Production_and Marketing in_Somalia. S. Jaffee,

—— o e ey e e i e T T

September 1984.

The report contains an analysis of production potential and problems of
the Dheffiso Cooperative as well as an analysis on the marketing system
for fruits and vegetables in Megadishu and a description of the marketing
channels for fruit exports. Recommendations for the improvement of the
production and marketing systems are also given. :
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This paper contains detailed studies made on the Juba Valley. The areas
of irrigation water suitability, drainage investigations, land
classifications, present land use studies, hydrology, engineering, and
planning are all covered in the repart.

of Lacal Foods, G. Patterson and H.N. Fahiye, MNovember 1984.

The report surveys the food industry in Somalia and makes recommendations
for increasing its efficiency.

Somali_Civil Service Study, GSDR Ministry of Labor and Social Affairs and

AID, July 1284,

The study reviews the operations of civil service system in Somalia. It
makes recommendations for improving the performance of civil servants.

Tax _Survey of_Somalia, International Monetary Fund, August 1980.

The report gives an averview of the tax system in Somalia. It also makes
recommendations for reforming the tax system.

Somalia_-_Recent Econagmic_Developments, Inernational Monetary Fund, Apritl

1984.

The report gives an overview af the recent economic performance of
Somalia.

Staff Report for_the 1983 Article IV Consultation, Internaticna Monetary
Fund, April 1984,




' ! I-11

The report reviews the performance of Somalia in following the 1983
Financial Program.

Memorandum_on_the Economy g€ Somalia, World Bank, March 14, 1(981.

—— e A —_———

The report reviews the social and economic performance of Somalia.
Included is a discussion of needed policy change.

World Bank, é&pril 2, 1984.

The report provides background information on the fisheries sector in
Somalia. It also reviews details of a proposed World Bank financed
fisheries project.

Afgoy Gas_Delineation Project, World Bank, April 1984.

T e e e e e T e e e T 0 s o e e e e e S i e

The report reviews the energy sector in Somalia. It also reviews details
of a propused World Bank financed energy project.

e e e o e o e e e e . S el s s e S S A S . S S e B M A S i S S S A NS, S e e s it P S, P S e el s i S S Ty

1983. '

The report reviews the causes of economic stagnation in Somalia. It alse
gives a pclicy agenda for reforming the system.

—— A e N e —— T e o e AL e e i . . . A et s B e

GSDR/Ministry of National Planning, Dec. 1983. '

The report reviews the recent economic and social performance of
Somalia. It also outlines the BGSDR's plans for each of the sectors.

———— T — ——— i T S s iy S i ok~ S e S

of Fisheries, October 1982.

The report gives a review of the development potential of the fisheries
industry. It also lays out a strategy for developing the industry.

—— e A i . T e e . . e e i Tl S it S TS . e M S N W it i S o, it o i s S o et e A ey . e s . T e i .

the GSDR, January 1984.

The report reviews the grain marketing system in Somalia. It also
analyses the price performance of the marketing system.
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January 1584,

The report provides a summary of sector strategies faor development.

L= —_—— e R e e L S

Fress, Chicagno), 1%764.

The book contains an analysis of the efficiency ot traditional
agriculture and examines why new technology is not utilized in developing
countries. '

Werld Animal Reviepw, Reusse, E., Somalia’'s Nomadic Livestock Economy,
July—-September 1982.

The article reviews the nomadic livestock industry and points out the
problems and constraints faced by the industry.

Food_Import Demand of Eight OFEC Countries, USDA, Foreign Agriculture
Economic Report Number 182, June 1983.

The report examines the market for food in eight OPEC countries.
Individual chapters cover the market for cereals, fruits and vegetables,
and livestock.

P L= R L. A} —— s et B T e i e s . . e e . Lt e . S et Sa L e ey e T

Levelopment Froject", 7. W. Box, November 1982.

The report gives the consultant’'s views on rangeland conditions in
Saomalia.

The FPrivate Manufacturing Sector_in_Somalia, German Development

— e e e o ——

Institute, September 1984.

The report gives a review of the Somali manufacturing sector. It also
gives a summary of the findings from an industrial survey carried out by
team memhers.

Tariff _Rate Structure for_the Rehabilitation_of Faort_of Kismayoc, Farson

L A R Lt} T e e T e i i e it e T P S

Brinckerkoftf International, Inc. April 1784

A study of Somalia’s customs organization and infrastructure with
emphasis on tariff rates and applicability.

—_—_—== e S ——m e -

Smith, February 1984.

e e e e e e e S e e R e e L e —_—— = m

Brinckerkoff, May 84.

T



ANNEX II

STUDIES PLAN
{organized by constraint)

WORKFORCE

Workforce Planning Studies - 1986
Migration and Remittances - 1986
Population and Housing Census — 19864

TECHNOLOGY
Soils and Classification - Juba Valley - 19285-86
Environmental and Sociological - Juba Valley - 1985-86
Socieconamic Baseline Data in the Bay Region — 19835
Social Dynamics of Somali Livestock — 1986
Herd Management Strategies Among Agro-pastoralist ~ Bay Region -1987
In—-country Animal Drug Production and Packaging ~ 1984
Eomparative Energy Data Analysis — 198Bé&
Transportation System in Somalia — 1986

FOLICY

pi.—

Fee for Services in the Health Sector
Government Regulation of Business ~ 1985

An Assessment of Import and Export Duties in Sumalia - 1986
Migration and Remittances - 1986

Port Tariff Rate Structure - 1985

@Guarantine User Fee — 198é

PRIVATE _SECTOR

Marketing of Fruits and Vegetables in the Bulf States - 1985
Domestic Livestock Marketing — 1986
Export Markets and Market Diversification for Livestock - 1937

Studies to be undertaken during the outer years of the CDSS period will
be determined based on evaluations of on—going projects and programs,
Miseion’s policy dialogue, impact of reforms implemented by the GSDR, and

the level of participation of the private sector in the development
process.
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Gross Domestic Product by Sector
at Constant 1977 Factor Cost

Sectar

Agriculture
Crops
Livestack
Forestry
Fishing

Other Commodity Sectors
Mining .
Manufacture

Small Scale Ind.
Electricity and Water
Construction

Distribution Services
Transport % Commerce
Trade, Hateis % Res.

Jther Services
Real Estate/Ins./Bank
Government
Other

SDF at Factor Cast

Indirect Taxes

GDF at Market

Price

Source:

. Table 1

1975

2747.1

S522.6

1940.7
258.5
25.3

e . e .

i, e o 2

135.4

=g

Millions of So.

e e e i i e T e e e e T R

12-5

2.2
0.9
S.1
18.0
7.9
10.1
15.3
5.7
7.0
2.7
100.0

Ministry of National Planning

b3 -A

473.5

S oy e e e

1646.3

48. 6
11.2
1.8
5.1
0.4
13.4
0.4
8.3
3.2
0.4
4.1
16.1
b.9
?.2
21.8
6.0
12.4
3.2
100.0
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Table 2

Expenditure on Gross Domestic Product
at Constant 1977 Prices

. Item

Gross Domestic Expenditure
Consumption
Fublic
Private
Fixed Investment
Gross Fixed Capital
Buildings/Infrastructure
Equipment
Changes in Stock
Resource Balance
Exparts (Goods)
Imports (Goods)
Net Non-Factor Services
GDP at Market Prices
Net Factor Income Fr.Abroad
GNF at Market Prices

Source:

1975

6335.646
5064. 1
1144.8
3921.3
1269.5
861.5
438.3
423.2

408.1

-699.8
bh2&6.7
-1125.9
-200. &
S5635.8
2.1
5637.%

Ministry of National Planning

1980

7243.9
&970.7
1386.9
5583.8
273.1
331.6
181.%9
349.7
~258.4

- —-1552,2

5i8.3
~2039.5
~30.9
3694.7
~4,0
S687.7

1983

80461.4
&985.3
1269.3
S716.0
10756.1
9S9.7
327.2
632.5
116.4
-1533.0
487.4
-2108.9
68.4
6308.4
—23.5
&484.9

111 -

Growth Rate
Percent

1975 - 83
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Table 3

Summary of Central Government Operations,
(In miilions of Somali shillings)

1979 1980
Total revenue and grants 1,810 1,903
Revenue 1,524 1,421
Tax (1,315 (1,193)
Nan—-tax (211) (229)
Grants 284 482
il grant and
commodity import
program {(—) {(—=}
Transfers from local
authorities —_ -
Total expenditure 32297 S,132
Ordinary expenditure 1,373 1,670
Investment expenditure 1,46B4 1,330
Development budget (224) (1462)
Transfers to local
authorities - 132
Overall surplus/deficit(-) -1,447 -1.229
Financing 1,447 1,229
Foreign (net) S27 545
Domestic 20 L84
Banking system (net) (920) (&71)
Cash balances (net) (—=) (13}
Discrepancy - -
emorandum_jitems (in_percent):
Overall deficit/GDP 18.2 12.3
Overall deficit/Total
expenditure 44,4 39.2
Overall deficit/Total
revenue and grants 79.9 ba. b
Foreign financing/0Overall
deficit 356.4 44.32
Bank financing/Overall
deficit &3. 6 S54.6
Sources:

1981

2,698
2,251
(2,002)
(249)
435

(=)
12

32720

2,295

1,425
(286)

&.5
27.5

37.9

111

1979 - 1983
1982 1983
Prov.
3,816 4,346
2,588 3,534
(2,275) (3,3785)
(313) (149) .
1,056 &44
{600) NP
172 178
Da3bbE 5,401
2,750 4,049
2,461 2,175
(348) {NA)
155 177
-1,530 -2,045
1,550 21045
1,724 1,354
-174 -281
(-150) NA
{—24) NA&
_ &8
8.3 B.S
28.9 3i.9
40,46 46.9
111.2 b&. 4
-9.7 NA

1984 .
Frel.
Est.
2.19.3.2 3"
4,076
(3,491}
(=83

2,756

.647

6,000

3,441
(NA)

Data provided by the Somali authorities and IMF staff estimates.
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Table 4

Selected National Accounts

{(Current Prices, Millions aof So.Sh.)

Annual
Graowth Rate

A e e e m

1979 1983 1979 — 83
Prav.
Imports 2481.3 &6570.6 27.6
Import Duties 927.9 2089.9 22.3
Custom Duties 774.6 1533.6 19.0
Adm. and Statistical Fees 153.3 536.3 3&.8
Exports b&67.4 1423.0 20.8
Export Duties 16.1 123.8 &6&6.5
Total Tax Revenue 1314.8 3334.4 26.2
GDFP at Market Prices 7934.5 24076.9 32.0

Source: National Account Aggregates, MNP (Updated by World Bank), and
Mission estimates.

Memorandum items (in percent)

Imports/GDP 31.3 27.3
Import Duties/GDP 11.7 8.7
Exports/GDP 8.4 5.9
Export Duties/GDP 0.2 0.3
Total Tax Revenue/GDP 16.6 13.8
Import Duties/Tatal Tax Rev. 70.6 &2.7
Export Duties/Total Tax Rev. 1.2 3.7
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Frel.Est.

Exports, f.o.b.
Livestock
Bananas
Other

Imports, c.i.f. 1/
Foreign exchange
Eranco valuta
External accounts
Other 4/

Trade balance
Services (net)
Transfers {(net)

Ffrivate
Official 2/

Current account

Capital accaount
Private {(net)
Qfficial (net) 3/

Di shursement

Amortization

Other
Errors land omissions

Overall balance

III - S
Table S
Somalia — Balance of Fayments
1981 1982 1983 1984
Provisional
(In milliions of U.S. _dollars)

133 114 121 100 &0
102 I8 104 72 35
B 6 8 15 11

24 10 17 13 14
4451 —-422 -478 -4358 -452
274 -143 -193 -171 -139
-55 —-&0 - . - —-40
-— - -5 -20 -10
~-130 -217 -280 —-244 -273
-328 -308 -347 -335 -392
-8 -1 9 4 -8
200 214 207 192 2&7
57 &4 50 51 70
143 150 157 148 197
-134 -95 -131 -132 -138
87 79 B4 53 41
- — -39 =32 -20
87 79 123 as B1
(97) (23) (132 (107 (106)
{(—-10) (-14) {(~-8) (-21) (—-24)
(=) (— {(—-1) (-1 (—-1)

21 3 -2 -14 -
-28 -13 -49 -3 ~-72

1/ Imports, c.i.f. includes loans and grants i1n kind.
2/ Including grants in kind.
3/ Including loans in kind.

Fad

LU
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Source:

Central Statistical DOffice,

Ministry of Naticnal Flanning

111 - &
Tabhle &
Banking System
(Millions of So. Sh.?
Growth
< Rate
Percent
1978 1979 1980 1981 1982 1983 1978-83
LY
Money Supply (I} 1728.0 2335.3 2783.3 3&674.1%1 4108.4 4309.0 20.0
Elaims_fn
frivate Sector 402.1 447.1 A24.1 574.46 1623.8 2293.0 41.5
Fublic Enterprises 1002.5 1278.46 1551.1 1721.4 1300.0 1143.0 3.0
Sovernment (Net) 311.0 1231.4 1902.4 224%9.4 2100.0 1805.0 42,1
Total 1715. 6 2957.1 3879.4 A4545.6 35023.8 5261.0 25.1
Source: Central Bank of Somalia
Table 7
Mogadishu Consumer Price Index (1977 = 100)
Date General Index Food
Dec. 1978 108.8 111.8
Dec. 1979 156.0 148. 4
Dec. 1980 263.7 312.4
- Dec. 1981 I16.2 294.3
) Dec. 1982 422.9 I92.3
Dec. 1983 630. 46 6£31.0
- Mar. 1984 954.4 1133.6
June 1984 1057.4 1242.0
Sep. 1984 1029.4 1101.8
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Table B
Production Area for Craps in 1982
{1,000 Ha)
Cotton GBroundnuts Maize Pulses Rice Sesame Sorghum Sugar
Cane

Area 12 12 156 31 2 35 470 8
Source: FADO Productian Yearbook: i982.

Table 9

Production Indices for Agriculture in Somalia
{(1974-76 = 100)
1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982
Cereals 94 137 80 80 110 110 152 124 113 111 161 170
Craops 102 122 102 1006 102 99 110 103 95 Q6 116 122
Livestock 99 103 100 5 102 102 104 109 105 109 111 112
Total Ag. 100 106 101 26 102 102 105 108 104 108 111 113
Per Capita Figures '

Cereals 105 149 85 83 113 104 132 99 83 76 104 106
Crops 114 133 108 104 103 3 95 82 70 Y-} 75 76
Livestock 111 112 107 99 104 7 91 8& 77 75 72 70
Total Ag. 111 1165 107 100 104 4 21 84 76 74 T2 70
Source: FAO Production Yearbeocok: 1982

Table 10

Calories Per Capita Per Day (1978-80)
Somalia Africa u.S. World

Vegetable Products 1,355 2,135 2,322 2,183
Animal Products 774 177 1,331 435
Total 2,131 2,311 3,652 2,617

Source: FAD Production Yearbook: 1982

-
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Table 11
Yields for Crops in 1982
Kg/Ha
Somalia Africa u.s. World
Cotton 385 863 1,734 1,286
Groundnuts 896 733 3,030 978
Maize 962 1,189 7,205 3,445
Fulses it 458 1,598 &74
Rice 2,833 1,732 5,402 2,871
Sesame 300 298 T7A2 286
Sorghum 500 &96 3,705 1,447
Sugar Cane 57,300 71,499 88,595 o8,6B2
Source: FAOD Production Yearbook: 1982
Table 12
Livestock Exports, Total For Feriaod
{1,000 Heads)
Sheep Goats Cattle Camels
1971-75 3,604 3,376 280 135
1978-82 34,615 3,556 oS4 81
Table 13
Basic Data and Econaomic Indicators for Five Countries in 1981
Population= Per Capita Meat Agricultural Total
GDP Imports Imparts, Imports,
Millions Dollars Million# Billian# EBilliaon%
Egypt 32.0 380 400 2.8 8.8
. Kuwait 1.4 18,154 2 1.3 8.0
Qatar -2 29,900 27 -2 1.0
Saudi A. 10.4 15,782 300 6.0 I5.2
UAE _1.0 31,067 136 1.2 -2.3
TOTAL 52.0 1,155 11.5 62.5

* Estimated Population for 1982

Source:

u.S. Dept.
Countries.

of Agriculture, Food Import Demand of

Eight OFEC
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Table 14
Fruit and Vegetable Imporis for 1982
(% millions)

Fresh Veg. Fruit Fruit

Veg. Prep. Juice Prep.
Fuwait 70 40 13 NA
flatar 14 22 3 3
Saudi Arabia 155 120 240 43
UAE 33 40 20 10

Source: U.5. Dept. of Agriculture, Food Import Demand of Eight OFEC
Countries.

o e

Yable 15

DONOR ASSISTANCE BY SECTOR (estimated)

1984 1984-8B4
$ millions % _total $ millions Z _total
Transport % Communications 48.0 1.4 124.5 17.8
Agriculture : 42.4 17.2 107.6 15.4
Livestock 29.9 12.1 99.2 14.2
water Resources 26.5 10.7 59.8 8.4
Manufacturing 21.9 8.9 51.9 7.4
Energy 19.0 7.7 40.0 5.7
Heal th 15.5 b.3 45.3 6.5
Education 12.7 5.1 39.7 5.7
Fisheries 8.1 3.3 g4.2 12.1
Forestry 7.6 3.1 12.2 1.8
Manpower % Employment 6.7 2.7 11.8 1.7
Regional % Rural Development 4.6 1.9 13.8 2.0
Minerals 2.9 1.2 i.7 2
Trade, Commerce, Statistics, 1.0 -4 &.5 .9
Information - _____  ___._ e
247.0 100.0 698.2 100.0

"
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Table 16

FOREIGN ASSISTANCE BY DONDR (estimated)

1984 1984-86
$ millions Z_total $ millions % _total
Arab Funds 47.0 19.0Q BB.O 12.6
uUnited States 44,3 17.9 132.5 17.0
Federal Republic of Germany 29.9 12.1 76.9 11.0
Warld Bank 27.3 11.1 95. 6 13.7
EEC 23.2 7.4 S51.2 7.3
FRomania 14.9 6.0 S1.4 7.4
Italy 11.4 4.8 85.0 12.2
France B.0 3.2 13.0 i.%9
WFF 4.0 2.4 12.2 1.7
UNDF 4.7 1.9 14.3 2.0
Finland 4.6 1.9 7.6 1.1
Denmark 4.5 i.8 9.5 .8
Uther donors 21.2 8.6 a4.8 2.3
247.0 100.0 698.2 100.0
Sources: Annual_ Development Plan —_1984, Ministry of National Planning,

o ———— . ——— - — v ol T— st =

Planning, GSDR, pp. 75-92, 95-102.
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CHART 1
SOMALIA

BALANCE OF PAYMENTS DEVELOPMENTS, 1972-83
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