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SOMALIA
COUNTRY DEVELOPMENT STRATEGY STATEMENT (CDSS)

I. INTRODUCTION

A. United States Interests and Objectives

Somalia's locstion near the Straits of Bab al Mandab, through which
pass the world's major oil shipping lanes to the Red Sea and the Suez
Canal, has given 1t high strategic priority for the United States
(U.5.). Berbera, on Somalia's north coast, 1s the only seaport open to
the U.S. in this region. Somalia 18 also located on the rim of the
Indian COcean and near the Gulf of Arabia, which also have been deemed
critical to U.S. political, etrategic and economic interests. This
priority has not changed even though the Iran-Iraq war has ended and
U.8.~U.5.5.R relations are evolving. The strategic threat to U.S.
Interests posed by the Soviet presence in Ethiopia and the Yemen
Democratic Republic still extsts. Safeguarding the integrity of key
oil routes and maintaining the ability to project U.S. force {ato this
region, as well as the Indian Ocean and beyond, must remain a high

priority for the U.S.

The Government of the Somali Democratic Republic (GSDR) granted the
U.S. strateglc access rights at Berbera and elsewhere after expelling
the Soviets in 1978 when the U.S.S8.R. sided with Ethiopla, Somalia's
centuries—-old enemy, during the 1978-79 border war. Maintaining thesge
access rights, due for renegotiation in 1990, has been the U.S.'
principal goal in Somalia. Supporting Somalia’'s ability to defend
itself along its loung, and long—contested, border with Ethiopla, while
also seeking stability in the Horn of Africa, thus, have alsc been

ma jor policy objectives of the U.S. throughout the 1980's. The peace
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agreement between Somalia and Ethiopla in April 1988 was perceived as a
ma jor step forward in a process for improving relations and eventually
reselving the border and other problems between the two countries as

well as a step toward stability in the Horn.

The attack in May 1988 on Government forces in the towns of Burao and
Hargelsa by the Somall National Movement (SNM), a dissident group
largely formed from members of the northern Isaak clan, not only
threatens Somalia's internal coheslon and stability but also clouds
prospects for regional stability. Many lu the GSDR suspect an Ethiopian
role in the SNM attack; prior to the April peace agreement Ethiopia
armed and sheltered SNM forces. The conflict has exacerbated
traditional rivalries between the Isaak and Ogadenl clamns. Ogadents
make up the majority of the approximately 350,000-585,000 Ethiopian
refugees resident in Somalia since the 1978-79 border war; consequently,
their return to Ethiopia or settlement in Somalia has alsc long been a
ceritical U.S. objective. With the outbreak of fighting last year U.S.
priorities have shifted.to glve predominance to reconciliation in the
North, but a solution to the refugee lssue necessarily remalns an

important objective.

Somalia's economic development, including an enhanced role for the
private sector, has also been a long-standing policy objective for the
U.S. Somalia is one of the least developed countries in Africa and is
deserving of U.S. support for its development. It (s subject to
frequent droughts and other disasters, and on humanitarian grounds will
merit U.S. help. Expulsion of the Soviets saw the launching in the
early 1980's of GSDR efforts to reform and liberalize the economy and to
reverse a decade of centralized State control and the related economic
deterioration of that period. Reform and economic growth will not only
enhance achievement of other U.S. objectives, but also are consistent

with U.S5. overall foreign ald priorities.
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B. Social and Politicel Factors

Although Somalia is populated by one ethnic group~—the Somali-—-it is
divided into five clan-families (the Darod, Hawlye, Dir, Isaak and Sab);
these groups are, in turn, divided into clans, sub-clans or lineages
and, finally, extended families. For centuries these clan groupings
have contested water and grazing rights among themselves. Siad Barre
has governed since 1969 by balancing competing clan interests, giving
all representation in Government, and, when necessary, using one clan to

keep another in line.

Still, many factors bind Somalis together: Their priae in Somali
culture; adherence of all Somalis to Islam, and the nomadic traditionm.
About half of all Somalis are pastoral nomads and the remainder maintain
family ties to nomads and value that life style. A strong seunse of
independence and of the worth of the individual flows from the nomadic

tradition.

Somalis have participated in international trade in livestock,
frankincense and myrrh for centurfes and are quite sophisticated in
their understanding of market forces. Given the harshness and
uncertainties of the environment, Somalis have also developed an
elaborate system for spreading economic risk wideiy with extended family
memberg variously involved, for exampie, in nomadic herding, private
trade, Governmeunt service, and overseas employment, especlally in the
Gulf. This desire to avoid too great an economic dependence on any one

activity also affects investment behavior.

The extended family is alsc an important scurce of cohesion and social
benefits. Somalis affected by the 1987 drought and the 1988 fighting in
the North have received financial and other assistance from extended
famlly members. Perhaps as many as 50,000 Northern residents, displaced
by the fighting, have found a haven with family members in Mogadishu;
others have drawn on a asimilar soclal safety net among relatives In

other parts of the country. The Unfited Nations team assessing the



Northern emergency in March 1989 found this network of assistance to be

unique in its experience.

President Siad Barre, now i{n his mid-to—late 70's, has ruled Somalia for
20 years. Although severely injured in a car accident in 1986, he seems
to have recovered. 1t (s possible that a change in the Government and

its leadership will occur during the CDSS period although the rature and

orientation of a successor government is unclear.

The Cabinet change on April 11 may be mainly a respcnse to recent
political developments. Although economic policy and management may
have been somewhat strengthened by appointment of a Minister of Finance
and Treasury (MOFT) more sophisticated and knowledgeable about econcmics
than his predecessor, it may also foreshadow a weakening of the ability
to marshall political support for reform. The President has
subsequently reaffirmed to the International Bank for Reconstruction and
Development (IBRD) and International Momnetary Fund (IMF) the GSDR's
adherence to recent economic reform agreements. There may be, however,
some slowing of implementation, but for now GSDR economic performance

still seems on track and merits recognition.

The GSDR has committed serious human rights abuses over the years. The
on~going, now a guerrilla, war in the North has seen atrocities
committed by both sides. In the aftermath of the outbreak of fighting
the GSDR arrested hundreds of people suspected of sympathizing with the
SNM or of opposition to the Government. Under pfessure from the U.S.
and other Western countries the GSDR has released over 300 political
priscners since last October, announced a general amnesty, invited
Amnesty International to visit (expected in June), and undertaken cther
political reforms. In April in recognition of these steps and progress
on economic liberalization the U.S. Congress released the $15.125
million Fiscal Year (FY) 1987 Economic Support Fund (ESF) grant;
however, the "hold" in place since July 1988 on the $21 million FY 1988
ESF grant remains in effect, and Congress is threatening to block FY

1989 assistance due to persisting human rights concerns.
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C. Summary: Somalia's Economy

Somalia is one of the poorest countries in the world. It has few
natural resources, limited infrastructure and an inadequate human
resource base. At present the formal economy is in very serious decline

with Government barely able to provide any critical services to its

‘people. This {8 a consequence of the adverse effects of GSDR decisions

in September 1987, of the 10 years of centralized control during the
1970's when under Soviet tutelage Somalia pursued State Socialism, of
the very narrow base of the formal ecounomy, even after almost 30 years

of independence, and of the severe shortfall in budget resocurces.

The majority of Somalia {s arid and semi-arid with the exception of the
Jubba and Shabelli River Valleys-—-the only two rivers in the country.
The economy 1s based on agriculture, which 18 extremely vulnerable to
drought, and 18 highly dependent on exports of a few products, remit-
tances from abroad and donor assistance. Even with an improved policy
environment the huge debt burden and persistent structural problems
present tremendous constraints to growth. While the country has
potential, there are policy, technological and institutional problems

which must be overcome.

Agriculture contributes two—thirds of domestic output and over 90
percent of exports. Livestock alone contributes nearly one-half of
Gross Domestic Product (GDP) and until recently glmost two—thirds of

exports., Crop production accounts for 15 percent of agricultural

‘production and adds about $25 million annually to foreign exchange

earnings. Agriculture has grown at an average annual rate of 2.8
percent since 1977 while overall GDP grew at an estimated 1.3 percent

during the same period.

Annual growth rates Iin livestock output {goats, sheep,.camels and
cattle) have varied substantlally over the last decade, but grew at an
averagé annual rate of only 2.1 percent in real terms from 1977 to

1988, The livestock subsector has been affected by drought and disease,
war, and the 1983 Saudi ban on Somali cattle imports, but has shown



resiliency. If artificial barriers, mainly in the banking system and
zoosanitary codes, did not exist, and if major disruptions such as the
1978 border war do not recur, livestock exports of 1.5 million head per
yeatr could increase, assuming overall cfftake could be maintained
without adverse impact on range resources. Livestock continues in the
short~term to be the most promising and dynamic subsector of the oy
economy. It offers the greatest immediate potential for growth and

export earnings; however, improved health, quarantine facilities and .

range management are required.

Regarding food production, the Government estimates that since 1977
production of milk and meat grew about 2-to-3 percent annually; the fish
catch for the local market, about 3 percent, and food crops, about
3-to-5 percent. However, the Misslon believes that available data are
inadequate and that only very rough estimates can be made about growth
rates. It can be said that production of staples (milk, meat, malze and
sorghum) roughly approximated population growth. Poor management of
state farms has contributed significantly to declining production of

other crops, such as sugar cane, rice and cotton.

Overall, agricultural growth is faillng to¢ keep pace with annual
population growth, which is between 2.5 and 3 percent. ¥Food aid and
commercial imports make up the shortfall, thus avoiding a decline in
consumption. There is additional land suitable for rainfed and
irrigated farming; however, improved technological packages, inputs and,

in the case of irrigated crops, better water management are needed. .

Other primary production is limited to mining of tin and meerschaum
except for some quarrying for domestic building materials. Mining
output declined from 0.6 percent of GDP in 1977 to 0.3 percent {n 1988.
The existence of oil and natural gas resources in nearby countries has
given hope for similar deposits in Somalia. Exploration is underway but

s0 far with no results.

Manufacturing performance has been unsatisfactory, declining from 4.7

percent of GDP in 1977 to 3.7 percent in 1988, or an overall average
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annual growth rate of -0.9 percent in the period. Production of canned
meat, fish, frults and vegetables, textiles, cfgarettes and matches is
thus at very low levels. This is not surprising; Somalia's
manufacturing séctor 1s dominated by 44 public enterprises accounting
for over 80 percent of total outpﬁt. The industries operate at
extremely low capacity and perlodically shut down or close altogether

due to the lack of inputs, power, or spare parts.

Overall export performance since 1982 has been quite weak. Export
earnings, which topped $130 million in 1980 and 1982, plummetéd to $62
million tn 1984 after Saudi Arabia banned imports of Somall cattle in
1983, Partially reflecting improved exchange rate policies combined

with resumption of sheep and goat exports to Saudi Arabia, livestock '
exports rebounded i{n 1985 raising total exports to over $90 million. In
1986 and 1987, total exports averaged $95 million with livestock
representing roughly two-thirds of the total. An over-valued exchange
rate and the outbreak of civil strife in the North contributed to a

gharp fall in 1988 to $58 million. As a percent of GDP exports fell

~from ll.4 percent in 1983 to 5.5 percent in 1988. Somalia's relatively

weak performance Is also due to structural and organizational
constraints which inhibit supply responses to the price incentives made
pogsible when appropriate exchange rate adjustments have been made.
Efforts to understand this issue are being undertaken by the Mission in

its export competitiveness study expected to be completed by July 1989.

Banana production has iancreased as a mixed Italian-Somali venture is
providing inputs and market outlets. .Export earnings from bananas
averaged $7 million, or 6 percent of total exports, in 1980-1981 increas-
ing to $23 million in 1988 (40 percent of total exports) for that year.
Total recorded imports, including those financed by donors, averaged

$400 million over the 1983 through 1987 period and then fell to $291
million in 1988. The big drop in 1988 was due to-fﬁlling export

earnings and lower donor aid flows. As a percent of GDP, imports
averaged 50 percent in 1983-1984, 40 percent in 1985-1%87 and 30 percent
in 1988, Identifiable food imports averaged $37 million from 1980
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through 1983, fell to $13 million in 1984 and then climbed to $31

willion in 1987. The petroleum import bill declined from $81 million in

1982 to $30 million in 1987. Imports financed by loans and grants

averagéd $300 million per year of which $266 million were in kind.

Overall balance~of-trade deficits averaged over $300 million since 1983

and have been financed mainly through the accumulation of arrears, -y

depletion of reserves, debt relilef and donor assistance.

Regarding internal balances, revenues cover less than one~fourth of
public expenditures. The composition of revenue has not changed
significantly over the last few years. Revenues as a percent of GDP
have declined significantly from about 12 percent in 1983 to 5 percent
in 1988. The fiscal situation improved somewhat in 1988 as Government
expenditures declined in real terms. The overall deficit, excluding
grants, also declined from 25 percent of GDF in 1987 to 18 percent in
1988, Nevertheless, ordinary expenditures (11 percent of GDP i{n 1988)
cannot be funded from domestic revenues, so that Government has had to
resort to domestic bank financing and external aid to cover the
shortfall. Deficit financing has resulted in substantial annual
increases in the total money supply, causing Inflation which, In turn,
has been compounded by the tax structure's heavy reliance on lmport

duties and indirect taxes which are passed on Lo consumers.

The annual growth rate of the broad money supply has varied substantial-

ly since 1980, Both 1985 and 19B7 were vyears of excessive expansion

when the money supply rose 74 and 132 percent, respectively. By .
contrast, lncreases were contained to 16 percent in 1982 and only 4.5
percent in 1983. From 1980 through 1988 the money supply grew at an
average annual rate of 43 percent while the average annual rate of
inflation was 47 percent. Domestic credit rose at an average annual
rate of 38 percent during the same period. Croedit expansion was
extremely high in 1984 when domestic credit to the Government surged by
143 percent and in 1987 when total credit jumped 150 percent. Excessive
credit expansion In those yvears contributed to the highest annual
inflation rates ever recorded in Somalia--92 percent in 1984 and 82

percent in 1988.
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The {mpact of Somalia's debt on economic growth is an almoéé intractable
problem. Total debt outstanding at the end of 1979 was $576 million,
but by the end of 1988 it exceeded $2 billion, almost twice GDP in
foreign currency terms. Debt service payments began to rise in 1981
when Somalia paid $23.8 million or 17.4 percent of its export earnings.
Debt service costs have increased rapidly, and in 1988 were almost $190
million, nearly three times (264 percent) total estimated official
export earnings. Clearly, Somalia {8 a "debt-~distressed” country as
defined by the World Bank.

Payments arrears have also been mounting. 1In 1987 Somalia, for the
first time, made no debt service payments to bilateral institutions or
to non~Paris Club creditors. It pald only some of the obligations due
to ﬁultilateral institutions. During that year Somalia incurred
additional overdue obligations to the IMF which amounted to $24 wmillfon
at year's end. As of the énd of 1988, arrears outstanding to all donors
totalled $269 million, including $191 million owed to multilaterals.
Arrears to the IMF were $77 million with an additional $59 million
falling due in 1989.

Somalia had approximately $231 million in debt outstanding to the United
States at the end of 1988. (See Annex B, Table 1.) Scheduled payments
for Agency for International Development (A.I.D.) loans remain fairly
constant at $600,000~$700,000 a year until the year 2000. Total Public
Law 480 (P.L. 480) debt is $146 million, with service payments
increasing during the CDSS plaunning period to over $5 million per year
in 1991 and 1992 when they will exceed the current and projected levels
of P.L. 480 transfers. Although exact flgures are not avallable to the
A.L.D, Mission (USAID) for Foreign Military Sales (FMS) debt, it is
estimated from data available to be at least $74 million with payments
exceeding $12 million in 1989 and peaking at $15 amillion in 1992.
(Using debt service payments to calculate principal, USAID estimates
that FMS debt may be as high as $100 million.) The prospect of
Somalla's becoming subject to the Brooke Amendment sanctions and/or

Section 620q of the Foreign Assistance Act (FAA) during the CDSS
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planning period is very real. Somalia’s access to other external
assistance, including the IMF, Arab donors and the African Development

Bank (AFDB), has already been suspended due to debt arrears.

D. Recent Developments

To address these problems Somalia has recently re-committed itseif to a
comprehensive policy reform program. Formal relat{ons with the IMF had
been on hold since September 1987 when the GSDR abrogated the June 1987
Stand-By Agreement by revaluing the Shiliing to 100 to the U.S. Dollar
and abolishing the foreign exchange auction. Although Somalia's reform
performance had slowed since 1985, the Septemher 1987 decisions did not
reverse other reforms adopted in prior years. Notably, marketing and
agriculture producer price reforms remained in place; in fact, producer
prices were raised again just after the 1987 foreign exchange measures
were announced. Consumer price controls announced in February 1988 were
never effectively implemented. In March 1988 Scmalia reopened
negotiations with the Fund and agreed in July on an interim program for
the last half of Calendar Year (CY) 1988, The program included both
short—term stabilization and medium~term structural adjustment measures
to improve economic performance. The GSDR successfully carried out the
interim program, {ncluding lmplementation of an acceptgble alternative

to the forelgn exchange auction.

In March 1989 the two parties signed a second Letter of Intent covering
CY 1989 which forms the basis for a full Fund~monitored program.
Further, the GSDR and the IBRD agreed upon a comprehensive, three-year
medium—term program for structural adjustment contained in a Policy
Framework Paper (PFP). Having a full Stand-By Program depends primarily
on satisfactory GSDR implementation of the agreed reforms and on the
availability of donor assistance to clear Somalla's arrears to the

Fund. Until arrears are cleared, Somalia cannot become eligible to

receive IMF resources.
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Overall, Government performance in implementing the reform program since
mid-1988 has been impressive; more has been accomplished than the donors

thought possible. Key elements include:

~-Exchange Rate Policy - Government instituted a flexible exchange

rate system which prevents excessive over-valuaticn of the Somali
Shilling, adjusting the official rate weekly based on inflation
differeantials between Somalia and its principal trading partners.

In addition to the weekly adjustments, it has made a number of
discrete devaluations. Between June 10, 1988, and April 29, 1989,
the currency was devalued from 100 to 384 Somali Shillings to the
J.S. dollar, a 74 percent adjustment in foreign currency terms and
284 percent 1in domestic currency terms. During the same period the
gap between the official and parallel rates narrowed with the
official rate rising from 52 to 73 percent of the parallel rate. In
addition, Government permitgs exporters to sell 40 percent of their
foreign exchange earnings to importers at market-determined exchange
rates and has Initlated a non-discriminatory system for sllocating
foreign exchange provided through donors' Commodity Import Programs
(CIPs).

--Fiscal Measures - Efforts to control public expenditures resulted

in improved fiscal performance in 1988, Overall Government
expenditure targets were achleved in 1988, and strict targets have
been set for 1989. A serles of revenue enhancing measures to
increase collections by one percent of GDP each year fhrough 1991
are belng implemented. An action plan to reduce expenditures on
forelgn representation was prepared, and Government subsidies on

petroleum products have been reduced substantially.
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-—Monetary Policy ~ In 1988 improved credit performance helped

reduce the growth of broad money supply to 66 percent, as compared
to 132 percent in 1987. While overall domestic credit expansion
exceeded 1988 targets by about 5 percent, credlt to the Government
was kept significantly below the program ceiling, leading to reduced
inflation during the last quarter of 1988. The combination of lower
inflation and increased interest rates resulted in positive real

lending rates for the first time in the 1980's.

-~Structural Adjustment Measures - Legislation was approved in

February 1989 to allow private competition in the banking system,
maritime shipping and insurance; to liberalize domestic and export
trade in hides, skins, franklncense and myrrh, and to allow private
imports of veterinary medicines and human medicines and medical

equipment.

--The GSDR has agreed to restructure the Somali Commercial and
Savings Bank (SCSB) based on an audit of the practlces which led to

the huge credit surge in late 1987. The audit is now underway.

—-In 1988 there was a modest salary adjustment for public sector
employees which, however, was inadequate to redress the erosion in

wage levels caused by years of inflation.
Progress has also been made on a series of sectoral refeorms, including:

--Formal announcement In April 1988 by political and religious
leaders that female circumcision is not mandated by the Koran and
that the practice should be eradicated. An active education program

has been instituted;

~~Movement of the Somali agriculture cooperatives away from

production towards service organizations for small farmers,
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--Agreement by the Ministry of Agriculture in February 1989 to
procedures which streamline the land registration process and freeze

new registrations until the revised system is approved;

—~De facto recognition of private schools in response to a growing
movement to establish private and community schools. The GSDR is

drafting legislation to allow registration of these schools;

--Proviston of a greater share of budget resources for education.
The 1989 ordinary budget was increased from 3 to 5 percent of the
total;

--Consideration of detailed plans for restructuring the Agricultural

Development Corporation (ADC) and the National Trading Company, and

--Streamlined procedures for registering new private enterprises are

being formulated.

While there has been considerable progress {n the reform program, there
is still lingering doubt about the GSDR's commitment to reform and
questions about the program's effect on production, growth, employment
and the disadvantaged. While commitment to the program has been
demonstrated in exceptional ways cover the last year, a varlety of other
factors, including lack of technical, management and analytical skills,
and ifuternal political developments, may inhiblt or slow the pace of
implementation and impede achievement of targets. Concern is being
expressed in some quarters that the Somalil economy may not have
sufficient resilience to respond to the stimuii offered by the reforms.
The paucity of data provides an inadequate base for policy analysis and

for evaluation of the results.

A key indicator of the impact of the reform program will be the reaction
of the private sector. Only with sustained reform efforts over time
will entrepreneurs develop the confidence to begin to make investments

needed to stimulate growth.
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II. PROBLEM AREAS

A. Summary

Previous CDSS' for Somalia have accurately described the major
development problems at sectoral and macro levels. Many A.I.D.-funded -4
studies have heightened the Mission's understanding of these problems.

An analysis of the causes Bf poverty in Somalia reveals a striking 4

similarity of problems across sectors:

-~Macro—economic mismanagement and lack of stability in economic
policies, leading to a high level of wistrust of Government and a

poor investment climate;

--0Over-dependence on, and poor management of, external resources as

well as inadequate mobilization of domestic resocurces;

~-—-An over—extended public sector heavily involved in preduction and

commerclal activities best left to the private sector;

~—Confusing and contradictory regulatory, legal and administrative
procedures, leaving wide discretion in their {nterpretation and

application;

~—An unmotivated civil service and a weak human resource base with
insufficient technical training, management capacity, communications
and analytical skills for policy and program formulation and

implementation, and

~-Inadequate public investments in social services and productive
infrastructure and insufficient private sector investments in the
productive sectors. These are made more serious by the very poor
infrastructure network and the inadequate human skills base at

Independence.
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B. Inadequate Income Growth

Estimating per caplita income in Somalia or generalizing about levels of
welfare ts extremely difficult. Although the economy stagnated during
the 1977-1988 period with an average annual growth rate of GDP of only
1.3 percent, little can be said with certainty regarding the well-being
of the family. This 1s because (1) a large part of family incomes may
be derived from remittances of members working outside Somalia and
gending either cash or goods home thrbugh informal channels; (2) a
signtflcant proportion of imports and exports pass through informal
channels, and (3) most extended families are actually multi-occupational
groups with a number of income sources, thereby effectively sharing
risks and resources. As a result official estimates of per capita
incowe are deceptive and do not accurately reflect welfare. However,
‘even 1f one assumes that most Somali households might be better off than
the official statistics indicate, one cannot conclude that people are
absolutely well off. The “"growth"” evident in urban areas is not visible
in rural areas where 75 percent of the population live. Furthermore,
social services (health and education) needed to stimulate and sustain

broad-based economic growth are severely declining.

Inflation has averaged over 40 percent per year for the last 10 years
and was 82 percent in 1988. High inflation coupled with low growth has
eroded living standards, especially for people with fixed incomes,

mainly civil servants, and those who are market-dependeant.

The impact of inflation and inadequate incone growth is most severe on
urban dwellers. In Mogadishu the vulnerable population may approach 20
percent of the total, or some 200,000-300,000 peoble, assumiog a
population of 1.0-1.5 million. These are the poor who are
market-dependent, squatters, women who head households and do not
receive remittances, and street children and their families. Other
factors affect the incomes of the rural population. Particularly
vulnerable are nomads whose herds are decimated by drought, farmers in
low rainfall areas and farmers who lack security of land tenure in the

inter-riverine area.
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C. Hunger

Urban areas and the rural settled areas each comprise up to 25 percent
of the total population. Although farmers and nomads produce a surplus
of calortes (crops and livestock), possibly as much as three-fifths
above their own requirements, high food imports are necessary because
farmers do not grow sufficlient quantities of rice, wheat, oil and other

staples preferred by urban consumers.

Data on the incldence of malnutrition and hunger are scanty and based on
a limited number of clinical and household surveys. The Worid Bank and
National Health Plan 1980-1985 estimated that 26 percent of children are
malnourished. This estimate was based on survey work done mostly during
droughts. Two other surveys conducted under non-drought conditions
revealed lower malnutrition figures. A 1980 survey in several rural
regions found 3.9 percent malnourished, and a 1985 survey In Mogadishu
showed 18.7 percent. Severe anemia is prevalent among women,
particularly during pregnancy, and other nutrition-related health

problems, such as goiter, scurvy and night blindness, are common.

Crop Production - Somalia {s neither self-sufficient nor self-reliant in

total food production although producer price increases for maitze and
sorghum have stimulated production such that in years of good rains
Somalia can be self-sufficient in these two commodities. Only 25
percent of the population farms on a permanent basis; the crop subsector
is small and still evolving. Some 320,000 farm families cultivate one
million hectares of which 75 percent are found in only three of
Somalia'e 18 regions. About one-third of all farmers use irrigation;
these are located in the Jubba and Shabelli River basins. Given the
growing urban population, production and marketing constraints, variable
and poorly distri{buted rainfall, and the large proportion of Somalia not
sulited to crop production, 1t is unlikely that Somalia will become
self-reliant in the short or medium term, if at all. Currently, almost
half of the food grains marketed are imported, malnly rice and wheat

(for bread and pasta), on commercial and concessional terms.
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The proposed Bardhere Dam project on the Middle Jubba Lls technically
feasible and could irrigate substantial additional hectarage and replace
with hydropower the thermal-generated electricity on which Somalia now
depends and which requires imported oil. However, there are several

ma jor obstacles to proceeding with the project, including the enormous
cost (at least $500 million), the addition to Somalia's already burden—
some debt load, the need to resettle 70,000 people residing in the
reservoir zone and to work out riparian rights with Ethiopia. 1In
addition, the country lacks the management capacity to prevent soil
salinizatfon and suffers from inadequate agricultural research on viable

technical packages.

A limited varijety of crops is grown under rainfed conditions (sorghum,
‘maize, pulses and sesame)}. More drought—-tolerant crops, roots and
tubers could be promoted to enhance food security in low-rainfall areas
and during droughts, expected in three of every five growlng seasons.
Crop and livestock producers have evolved intricate agropastoral sysfems
in both irrigated and rainfed areas to minimize risks and diversify

their sources of food and income.

Since liberalization f{n 1982 producer prices have risen to incentive
levels and at times exceed world market parities. In addition to
inadequate research and extension systems, the lack of supporting
infrastructure and services, such as the supply of key agricultural
inputs and processing equipment, are major constraints to I{ncreased
production and marketing. The Government 1s now encouraging private
traders to become more involved in {nput procurement and distribution.
Lack of readily avallable credit and access to foreign exchange in rural
areas inhibits rural merchants and retailers from playing a more active

role.

Livestoeck = Livestock production, including milk, meat for domestic
slaughter, live animal exports and hides and skins, makes up 72 percent
of the total value of agricultural production. Many traders, including

women who bring milk to urban markets, deal in livestock. During the
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peak period of milk production (the rainy season) milk is an important
source of calories and protein for nomads. Milk is also an important
coumodity exchanged with farmers for maize and sorghum. Milk production
has the potential of contributing even more nutritionally and
economically through improvements in livestock feed and forage research
and in improved genetic selection. The subsector 1is Somalié's ma jor
source of employment. For overall agriculture growth to reach the
4-to~5 percent/year envisaged by the PFP, this subsector must raise its
annual growth rate to 3-to-4 percent/year. (Mission Agriculture staff
feel this target 1is unrealistically high.) A key {s sufficient feed and
fodder as the rangelands are now near capacity given current management
techniques. If growth of output (increases in offtake, herd size and
milk production) moderates and the population continues to grow, the
surplus available for export will be increasingly required for domestic
consumption. While reports of overstocking and deterlorating range
conditions may have been exaggerated, greater efforts are needed to

manage this {mportant natural tresource.

D. Human Resources

Civil Service Performance — An overriding human resource issue is the

failure of the civil service to manage public resocurces effectively.
Several factors have created this problem: The declining levels of
education; inadequate salaries and other incentives, and poor training
of civil servants. A large, cumbersome ministerial structure exists
with overlapping and conflicting responsibllitlies. Cabinet changes are
frequent and disruptive. The ineffective civil service contributes to

the poor performance of the economy.

The PFP commits the Government to budget reforms which not only increase
salary levels but increase resources for soclal services and recurrent
costs, such as for maintenance of facilities and purchase of basic
gupplies and equipment. In addition, there 1s a need to classify posts,
to provide sufficlent incentives to retain and motivate qualified statf,
and to relate compensation to job performance. Public Institutions need
to be decentralized and wmore authority delegated to regiomal and

district units.
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Population - Estimates of Somalia's population vary widely. GSDR
authorities claim nearly 9 million people while donors estimate 6
million. The large influx of refugees during 1978-79 due to the war
with Ethiopia increased the total population by perhaps 10 percent.
While the number of refugees in Somalia is as dléputed as the total size
of the population, current estimates are about 350,000-585,000. The
official figure for the population growth rate is 3.1 percent, but
experts feel that 2.5 percent is more consistent with reported death,

fertility, morbidity, and maternal and infant mortality rates.

Demographic Iinformation is based on the 1975 census. The 1987 census 1is
st1ll being tabulated; however, preliminary analysis indicates that in
the short-run urban migration is more important than population growth
per se. Mogadishu has tripled in size over the last 10 years, straining
basic services, such as water, electricity, health, housing and

schools. Migration has also contributed to labor shortages in rural
areas, favoring the push for capital-intensive technologies for land

preparation.

Although family planning is a new concept, child spacing has tradition-
ally been widely practiced among nomads. The Family Health Services
(FHS) project is basing its Information, Education and Communicaticn
(IE&C) campaigns on this traditional practice. Family planning
activities can be successful, especially if combined with child survival
and health strategies. Private pharmacies carry contraceptives, but the
number of couples using them is probably very small. The overall rate

of contraceptive use is believed to be about one percent.

Disease and Early Death - The United Nations Children's Fund (UNICEF)

estimates that life expectancy in Somalia ig 42 years, among the lowest
in the world. The East African average is 50. Only 10-15 percent of
the population has access to primary health care services; most people
rely on traditional health practitioners and pharmacists who have no
formal trainfng. The nomadic population with virtually no health
services 1s most vulnerable to disease and malnutrition. Over 50
percent of all medical and paramedical personnel and 75 percent of the

doctors in the country are based in Mogadishu.
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Private medical care was legalized {n 1983. Recent legislation will
allow private importation and supply of medicines and medical

equipment. Greater private sector participation in the provision of
rural health services could be encouraged by tralning traditional health

practitioners and pharmacists.

Infant mortality rates of 152 per 1,000 have been reported--twice the

A.1.D. standard for this indicator. The child mortality rate for those »
one~to~five years of age is also very high (105 per 1,000). Leading

causes of mortality in children under five are diarrhea, tetanus,

pneumonia, bitrth complications, measles and premature birth.

Somalia has the third or fourth highest maternal mortality rate in the
world with 1,100 mothers dying per 100,000 births, three times the
average of 329 per 100,000 in all other low-income countries. Major
causes are post—partum bleeding and prolonged labor, which are directly
linked to the practice of female circumcisfon. Surveys indicate that
the median age of death of women is 30 years with 66 percent of women
over 14 years dying during the childbearing years. The estimated
national ratio of males to females in the population is 114/100. When
compared to the more common distribution of about 100/107, it
underscores the seriousness of the high female mortality rate and casts
doubt on GSDR estimates of population growth higher than 3
percent/year. Major constraints to reducing child and female mortality
are the lack of public awareness of nutrition, hygiene, and child .
spaging; female circumcision, and poor and poorly distributed health

care services.

Illiteracy and Lack of Education - At independence in 1960 Somalia

inherited a very weak educational structure and a population which, with
the exception of a small elite, was mostly flliterate. Less than 10

percent of primary-school-aged children were enrolled.

The 19708 brought considerable improvements as school enrollments more

than doubled between 1973 and 1976. By 1977 primary school enrollments
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" were reportedly about 70 percent of the age group. Literacy increased
to almost 50 percent (45 percent for girls) due to the introduction of a
Somali alphabet and written language and the successful mass literacy

campaign launched in 1973.

These achievements have not been sustained. Nominal school enrollments
declined over the last 10 years so that only 17 percent of all primary-
school-aged children and only 12 percent of school-aged girls are now
enrolled. The adult literacy rate is about 17 percent, while overall
female literacy 1s 6 percent and as low as 1-2 percent among nomads.
Less than 25 percent of children.receive any primary education. With at
least one—-third of them completing only four years of school or less,

the proportion of functionally literate will continue to fall.

Low enrollment and attendance rates reflect several factors. Parents
are diséatisfied and lack confidence in the educational system; the
“school calendar competes with peak labor times for farmers, and schools
are poorly distributed. Fifty percent of all secondary students are
enrvlled tn schools in Mogadishu, and nomadic regions have almost no
secondary schools. Low teaching skills and a 40-percent absentee rate
among teachers creates an unacceptably low quality of basic education,
largely a result of the lack of funds. Teachers earn less than $6 a
month; buildings have not heen maintained and are in disrepair, and
there are virtually no books or writing materials. Training in
critically needed technical skills is equally deficlent. As a result
graduates Increasingly fail to find employment. Many graduates as well

as students sent abroad for tralning fail to return to Somalia.

The Government, in the face of 1ts own lnadequate resources, now
advocates a community support approach and is seeking ways to recognize
private schools. The IBRD is also considering a new sector program

ailmed at primary education.
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E. Other Problem Areas

Relief and Rehabilitation - 1In May 1988 armed conflict broke out in the

North, affecting a population of over 600,000. Hargeisa and Burao In
the Northwest Region fell under the control of the SNM, but were later
retaken by the GSDR military. About 70 percent of Hargelsa and 30
percent of Burao were damaged or destroyed, and between 275,000 and
380,000 residents of Hargeilsa, Burao and other nearby areas fled into
southeastern Ethiopia. Subsequently, the SNM briefly overran Erigavo in
March 1989; as this CDSS was being completed there were reports the SNM

may have captured three small towns on the border with Djiboutfi.

The Government appealed for donor assistance in early September. The
United States Government has provided over $2.5 million in emergency
asslistance, including food, an emergency field hospital, blankets,
plastic sheeting for temporary shelter, radios, medical equipment,
temporary services of an epidemiologist, and equipment needed for water

storage and delivery.

Random guerrilla attacks continue along the roads, but the recaptured
cities are generally secure. Some residents have returned, and limited
economic activities have resumed in the two war-damaged towns. In March
the Government appointed a three—person commission charged with

restoring political and economic order in the North.

The problems of reconstruction and rehabilitation will be enormous. A
recent United Natiouns Development Program (UNDP) assessment estimated
that rebuilding Hargeisa and Buraoc will require more than $800 million.
Political reconciliation and restoring the civil administration and full

economic activity pose major challenges for the regime.

Natural Disasters — Somalia is prone to emergencles and disasters

arising from such natural causes as droughts and floods, each
experienced in 1987; for the last two years Somalia has also been

threatened with locusts. Droughts are particularly troublesome; average
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ralnfall 1s often only slightly above the.minimum necessary to produce
crops and maintain rangeland. In three out of five cultivation seasons
the rains may fail; localized droughts are statistically certain to
occur annually. Major droughts occurred in 1973-75, 1981, 1984-1985 and

1987.. The CDSS strategy period will certainly see similar emergencies.

F. Institutions

Somalia's institutions are serfously under-developed and have utilized
neither domestic nor donor resources effectively. There is a prolifera-
tion of semi-autonomous projects and public enterprises with no common -
standards for salaries, recruitment, promotion, training and motivation
of personnel. The MOFT is now the major actor gulding policy reform
efforts and allocating budget resources. A crucial question is the role
of other institutions in, and the pace and commitment to, civil service
reform. Unable to derive sufficient income from official salaries, many
civil servants have turned to graft or taken on additional jobs during
and after office hours or have left the country in search of more
lucrative employment. They alsoc have depended on the extended family
system. The consequences are pogitive and negative. While new
resources are mobilized in the private sector, they are primarily
consumption oriented. Essentlisl Government services are lacking or

provided only to promote special interests.

Despite these problems, A.I.D. and other donors are assisting several

activities which could stimulate growth. The following are illustrative:

Agriculture

--~In the central rangelands, sand dune stabilization, management of
grazing reserves, agroforestry techniques, shelter belts and

dug~outs are being introduced.

~~The Faculty of Agriculture graduates 20-25 persons annually at the
Bachelor of Science level in agriculture and livestock, but needs

better linkages with extension and research.
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——Research stations in Somalia's four major agro-ecological zones
conduct trials and test improved crop varietles, but have produced
few technological breakthroughs. Breeders are needed and more
adaptive research must be done, especially on agropastoral systems
in the inter-riverine region. The only scurces of improved seeds
are occasional 1lmports by a Food and Agricultural Organization (FAQ)

project and donor CIPs.

—-The Agricultural Farm Management, EXxtension and Training (AFMET)
project has about 200 extension agents and has announced its inten-
tion of targeting activities to make women 50 percent of its

clients. Adaptive research has supplied a limited package of
improved management practices for irrigated maize and rainfed sorghum

now being adopted by 60 percent of the 150,000 farmers serviced.

——Women and small farmers have limited access to c¢redit, a problem
that the recently reorganized cooperative movement seeks to
address. There is a need for rural banking to attract and mobilize
savings and provide credit for small farmers, rural merchants and
agrobusinesses. An agricultural cooperative bank is being formed,
but it is being resisted by the SC§B. Current plans call for it to
be organized in a manner more vepresentative of the cooperative

movement, especially of its agricultural members.

——The Food and Early Warning Systems {(FEWS) project Is the major
source of relatively accurate agriculture and rainfall data, but
covers a limited area .of the country. When the results of the 1985
Household Budget and Consumption Survey become available,
information on income groups and consumption will permit better
analysis for planning and policy formulation. While the
A.1.D.-supported Livestock Marketing and Health Project (LMHP) has
done some data collection and analysis, wmore must be accomplished if

livestock marketing is to be better understood and supported.

-4
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Human Resources

--The Institute for Women's Education (IWE) has made 1its rural
training programs more appropriate and accesslble to women. While
staff skille need te be strengthened, rural women can be reached

through the IWE network of 137 Family Life Training Centers.

—-The Somali Famlly Health Care Association (SFHCA) is a young
organlzation trying to coordinate family planning programs and
operational research for several organizations, including the
Ministry of Health, the Somqlia Women's Democratic Organization and
the Curriculum Development Center of the Ministry of Education.
SFHCA 18 currently dependent on A.1.D., and most of its staff is
seconded from the civil service. While it needs to diversify its
funding sources, SFHCA could play a key role in promoting family

planning and combatting female cilrcumcision.

G. GSDR Budget

Annex B (Tables 2—-6) are based on the published Government budget for
the last four years. Planned and actual spending on such things as
defense exceeds published flgures, and this may well be true in other
areas as well, i;e., subsldies to parastatals, so that published budget
figures only approximate reality. The budget finances economic, social
and general services. Analysis of the data reveals the inadequacy of
GSDR investments in the economlc and soclal sectors. The Ministries of
Agriculture, Livestock and Fisheries together received less than 3
percent of the approved 1989 ordinary, or recurrent, budget. Agricul-
ture's share of the total budget was driven upward to 10 percent by the
19 percent share accorded it in the development budget due to donors'

financing 100 percent of a large number of projects in this sector.

‘The MOFT will receive 42 percent of the total 1989 budget. Most of this
will filnance parastatal deficits and discretionary spending. Accordiang
to the 1989 publighed budget, the Ministry of Defeuse will receive 13
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percent of the total and 23 percent of the ordinary budget; the Ministry
of Justice, police, militia, and prisons, 6 percent of the total and 11
percent of the ordinary, and Foreign Affairs, 10 percent of the total
and 18 percent of the ordinary budget. The Ministry of Foreign Affairs'
allocation of foreign exchange is to be reduced substantially over the

next three years as part of recent agreements with the IMF and IBRD.

The average of approved budgets for health during 1986—1988 was only
1.37 percent of the total ordinary budget. Though it has been doubled
in 1989 to 2.95 percent, 1t is uncertalin whether the GSDR will have the
resources to meet this still meager commitment. In 1987 the Ministry of
Health (MOH) was allocated 1.22 percent but actually received .96
percent. Virtually all MOH budget resources go for personnel, leaving
little for maintenance of facilities, equipment, and medicines. As a

result only about 20 percent of district health clinics are functloning.

Similarly, in the 1986-1988 period the ordinary budget for education
averaged 2.83 percent (3.38 percent of the total when development budget
regources are lncluded). Total resources allocated to education dropped
by 26 percent in real terms between 1986 and 1987 and again by 26
percent in real terms between 1987 and 1988. An estimated 40 percent is
spent on the primary school system. The PFP commits the Government to
increase resources for primary education beginning fn 1989, and the
published 1989 budget does ralse education's share of the ordinary
budget from 3 to 5 percent. Again, the availability of overall budget

resources will determine whether the GSDR can fulff{ll this commitment.

H. Donor Assistance and Coordination

Somalia is extraordinarily dependent on dounor financing for all of its
development budget, most of the recurrent budget, three-quarters of 1its
import bill, and, increasingly, debt servicing. However, donor
resources may have declined since 1980, further limiting Somalia's

ability to undertake development programs.



- 27 -

There are few large bilateral donors in Somalia. Only four provided
grant financing of more than $10.0 million in 1987 (see Annex B, Table
7). Although Italy is the principal contributor to the Public
Investment Program (PIP), other donors are more lmportant sources of
technical assistance (see Table 8).‘ With the exception of one advisor
provided by the United Nations Fund for Population Activities, A.I.D. is

the sole donor providing technical assistance in family planning.

The PLP contains a nearly complete list and brief description of
development projects, providing at least one prospective method for
controlling funding and eliminating low priority projects. So far,
however, only minor changes have been achieved due to Somall adherence
to on~going activities and donor willingness to finance low priority and
non-economic projects. The PIP also includes recurrent costs for
project salarfes and operating expenses which should eventually become
part of the ordinary budget. Uunder recent budget conditions, however,
the only way to assure financing for donor-supported activities is to
include both the recurrent and aevelopment'requirements in the
development budget. In order to attract continued donor financing,
projects continue to appear in the development budget after the

development phase has ended.

4 Joint Technical Cooperation Assessment Mission (TCAM) undertaken by
the World Bank and UNDP {n 1985 concluded that the $100 million received
annually since 1980 for technical assistance (1,200-1,400 experts) had
produced unsatisfactory results. The TCAM cited other major problems:
1) Creation of separate project management units outside of ministries
In order to counter the weakness of the civil service contributed to
prolitferation of GSDR organizational units and weakened ministries;

2) inability of Government to meet recurrent costs of projects, and

3) inadequate Somali participation in project design and execution. The
report recommended: al Greater attention to rehabilitation activities
and use vf existing capacity; b) Increased efforts to manage development
and formulate sound economic policles; c) civil service reform;

d) improved programming in the PIP, and e) greater use of short-term

advisory services and repatriation of tralined Somalis from abroad.
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The effectiveness of donor coordination has been mixed. On occasion
donors have united on key issues: for example, Italy, the U.S., Federal
Republic of Germany (F.R.G.), United Kingdom (U.K.) and IBRD agreed that
the GSDR's resuming its relationship with the IMF was a precondition to
release of program assistance suspended In September 1987. A formal
local structure exists, chalired by the UNDP, and provides a forum for
the donors to share information. The%“donors group, Involving some 40
organizations——multilaterals, bilaterals and non-governmental
organizations (NGOs)--meets monthly. There are also actlve donor

subgroups for food aild, emergency assistance, and education.

There is an IBRD-led Consultative Group (CG). At its last meeting in
April 1987, members agreed:

~-That the recurrent cost problem of development projects was

critical.
--That more donor funds should be provided to non-project assistance.
—-That debt rescheduling was necessary.

—-=That further economic liberalization was a precondition to

development and should be linked to donor assistance.
~~That more untied aid was needed.

The CG meeting was followed by the first local Joint Coordination Group
{JCG) meeting with the GSDR in early September 1987. The JCG reviewed

the PIP and projected donor contributions; it discussed Intensively the
recurrent cost problem and the need to increase GSDR revenues. The JCG
agreed that closer technical cooperation was needed 1n selecting and

designing projects. Little follow-up on these agreements has occurred.

The IBRD hosted a donors meeting in London in September 1988 to assess

GSDR progress on reform measures agreed in July with the IMF. Finding
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that progress had been lmpressive, the donors determined that Somalia's
eritical needs were for cash transfers to pay arrears and finance essen—
tial oil imports. They also agreed to relnstate suspended program assis-
tance which, with the release of the FY 1987 ESF in April 1985, all
donors have now done. While only the U.S. and Ttaly can provide cash
transfery, the European Economic Community (EEC), Japan and Saudi Arabia
contribute to oll needs. West German commodity aid is small; implemen-
tation is slow and cumbersome. The U.K. 1s not yet providing new program

aid. Human rights concerns have also affected these donors' programs.

Donor coordination could be improved. The problems of the PIP have
already been mentioned. In addition, the Italians——by far the largest
donor--have not always acted in concert with the others. On occasion
creating formal donor coordination structures to deal with emergencies
has substituted for concrete actlon, as was the case in responding to
the 1987 drought and the 1988 emergency Iin the North. Closer
consultation is needed at the technical level to avold redundancy and

increase the development impact of project assistance.

IIT. A.I.D.'S CURRENT PROGRAM

A. Program Levels and Strategy Focus

The last approved CD8S for Somalia was prepared in January 1985,
covering the planning perifod FY 1987-1989. The strategy had both

short-term and long~term objectives:

~-In the short-term A.I.D. was to provide balance of payments
support, reduce the public deficit, and support promising areas for

future growth.

~--In the long-term A.I.D. sought to build a base for productivity in

a diversified and outward-oriented economy.
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Implementation of this strategy called for funding levels in excess of
$80 million a year from Development Assistance (DA) or Development Fund
for Africa (DFA) monies of $20 million/year; ESF of $40 million/year;
P.L. 480 of $20 million/year, plus $8 million and $10 million grants
from the Migration Refugee Act for settlement projects in FY 1985 and FY
1988, respectively.

Actual program levels fell far short of these targets, exacerbating the
GSDR's strong feeling that the U.S. has not met its commitments to
Somalia or been a very reliable partner--feelings even stronger on the
military assistance side. (See Annex D, Table 1.) Even in FY 1985 and
FY 1986 total economic assistance was only $69.4 million and $60.7
milliion, respectively. Thereafter levels declined even more rapidly,
reaching $33.75 million in FY 1989,

Because of the Congressional hold in FY 1988 on the $21.0 million ESF
program grant, these funds have been carried into FY 1989. This grant
will be obligated this year,.assuming Congressional release and GSDR

payment of $1.05 million in FMS arrearages to prevent Brooke Amendment

sanctions taking effect at the end of June.

The proposed FY 1990 ESF level was cut to only $20.0 million after the
Mission had been notified the figure was to be $25.0 million. With the
reduced ESF the total proposed program next year is only $26 million,
including P.L. 480 of $2 million and DFA, $4 million. The proposed

FY 1990 economic assistance total 1s thus one-fourth less than that In
FY 1989. The Mission has only been able to meet {ts commitment for
on—-going projects by diverting ESF to cover DFA shortfalls, thereby
reducing the amounts avallable for balance of payments (BOP) purposes as
A.L.D./Washington (AID/W) did not provide sufficient DFA funding for

these projects.

With these budget constraints programming decisions have often been
preempted in recent years or determined in AID/W. Rather than deciding

which activities should be ended or continued on programmatic grounds,
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at AID/W direction projects were closed as scheduled completion dates
were reached. Notably, two projects were terminated before their
potential benefits were realized: the Central Rangelands Development
Project ends in June 1989, before the effects of techanical assistance
and training at the Faculty of Agriculture will have been fully
institutionalized. The Bay Reglon Agricultural Development project
ended in June 1988 just as researchers were on the verge of identifying

profitable technological packages.

The number of active projects declined between FY 1986 and FY 1989 from
21 to 17; (see Annex D, Table 5); however, the result was not a more
focussed program. Further, several projects (Shabelli Water Management
Project (SWMP) and Somali Management Training and Development (SOMTAD)
were designed with the stated intent of there being follow-on
actlvities. " These second phase activities will not be possible at
currently proposed funding levels, thus limiting their potential
impact. Of the 17 on—going projects now In the portfolio, only three
end .in FY 1990, two in FY 1991, and four in FY 1992. The remaining
eight continue beyond the CDSS period. Therefore, during the strategy
period, programming decisions and staff needs will be heavily influenced

by existing commitments.

B. fCurrent Program Components

The Mission strategy prlmarily addresses short-term macro-economic

- stabilization objectives, balanced, to the extent possible, with a
development program addressing longer-term constraints to growth. The
elements of the current program may be loosely grouped into three

categories.

Policy Reform

Annual program assistance grants ranging from $15-to-$21 million over
the period FY 1987 to FY 1989 were intended to encourage policy reform
and provide BOP support for the former foreign exchange auction, debt

relief and commodity imports. No ESF program assistance has been
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disbursed since the FY 1986 grant due to program and policy concerns.
P.L. 480 has also helped meet BOP shortfalls. Several technlcal assis—
tance activities financed by the Policy Inittatives and Privatization
Project (PIPs) and the Program Development and Support Project (PB&S)

have strengthened the Mission's policy dialogue; these include:

——Advisors under PIPs and SOMTAD to the Ministry of Industries are
drafting regulatiouns which will allow implementation of the February
1989 legislation allowing private competition with State—Owned
Enterprises (SOEs), reviewing the merits of reglstration versus
licensing of new businesses, and using the experience of divestiture
of two SOEs (Somaltex and the Edible 01l Mill) to draft uniform

procedures for other privatization actions.

-—A study over the next few months is to encourage the GSDR to move
toward a more flexible land policy as agreed to in the PFP. The
objective is to recommend changes in the land law and develop an

action plan for revising current legislation.

—-Simultaneously, A.I1.D. is funding a study to determine the
profitability of Somali exports at different exchange rates at the
request of the GSDR and IBRD. The initial phase will examine the
export competitiveness of sheep, goats, cattle, camels, bananas and

unprocessed goatskins.

—-—A tax expert assisted the Tax Reform Commissf{on to analyze the tax
structure and recommended modifications of the system of tax
administration. The PIPs long-term advisor and a SOMTAD expert at
the MOFT also worked with the Commission.

-~PIPs financed a series of studies on the agriculture sector; the
reconmendations were used In establishing the self-help measures for

the FY 1989 P.L. 480 agreement.
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-—USALID is sending high-level Somali economic policy makers to
seminars on policy reform, privatization and the informal sector to
enhance their understanding of {ssues in these areas and other
African countries' experlences. The Vice Minister of Finance and
Treasury, who attended A.I.D.'s pblicy reform conference in
September in Nairobl and who led the GSDR team negotiating the two
Letters of Intent and the PFP, has remarked several times on how

helpful that conference was to him.

Export Promotion and Expanslon of Domestic Production

The following activities are not an exhaustive listing but 1llustrate
A.I.D.'s support for directly productive activities. For example, LMHP
is promoting livestock exports by constructing quarantine facilities at
Somalia's three major ports. It appears that the Saudi ban is in the
process of being eased or lifted so that project construction is very
timely. In conjunction with the rebuilding of the Kismayo port,
completed in 1988, the city water system Is now being rehabilitated to
provide safe water for merchant shipping. Recent exchange rate

ad justments should provide more incentives to exporters than was true

after September 1987.

Several activities are contributing to increasing domestic food
production. The FY 1988 CIP will provide foreign exchange necessary for
private entrebreneurs for agro—-industrial inputs (seeds, fertilizers,
herbicides, feed), spare parts and machinery, and petroleum to enable
more relilable power supplies for industry. SWMP will improve water
management practices, fund applied agricultural research activities and
rehabilitate irrigation facilities in the Shalambood area of the
Shabelli River Valley. Several agriculture production activities are
being implemented by private voluntary organizations (PV0O's) through the
PVO-Partners 1in Development Project (PV0-P). The Somali Refugee
Settlement Project (SRSP) was to settle refugees in rural farming

arecas. Because the estimated total funding of $18 million was never
forthcoming, the now modest $4.0 million project has not had the

resources to attract PV0's, and implementation has been seriously slowed.
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The Jubba Development Analytical Studies project recently completed an
extensive soclo-economic study of the area of the proposed Bardhere
dam. Results are being used by other donors and the Government in
planning for Jubba Valley development, a central factor of which is the

proposed multi-donor Bardhere Dam Project.

Increasing Public Sector Efficiency

Several projects seek to improve the performance of the public sector
primarily through human resource development and strengthening key
institutions. SOMTAD is a major undertaking to improve public and
private sector efficiency. 1In addition, PIPs has financed a long-term
advisor in the MOFT to improve budgeting procedures and the allocation

of local currency generations to the development budget.

A.I.D. has also provided training and technical assistance since 1982 to
upgrade the Government's demographic capabilities and to heighten
awareness of population issues, particularly as they affect the health
of women and children. With A.I.D. assistance the Ministry of National
Planning (MONP) undertook the 1987 census and data 1s being tabulated
and analyzed. The FHS project is promoting IE&C activities on child

spacing and female circumcision in five Goverument institutions.

IV. STRATEGY

A. Purpose of the Interim CDSS

This CDSS 1is submitted not only because the perlod covered by the last
CDSS has elapsed, but also, and more importantly, because 1t 1s time to
assess program components and objectives in relation to available
resources. The strategy proposed herein 1s an interim one covering

three years, FY 1990-FY 1992. The decision to propose only an interim
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strategy reflects a number of uncertainties:

—-Whether the military access rights agreement continues in effect
after 1990.

-—How the domestic political situation will evolve.

—Whether there can be reconciliation with the full participation of
all the contending parties in the North.

--Whether recent progress on human rights is sustained.
-~Whether Somalia can clear critical debt arrears, i.é., to the U.S.
and to the IMF and other multilaterals, so as to continue to have

access to donor funds.

~=~Whether U.S. resources will be available in amounts appropriate to

Somalia's priority and USAID program objectives.

These uncertaintles give rise to key issues, which must be addressed by

Washington agencies in reviewing this CDSS:

How will Internal political change affect U.5. interests? It is

possible that the Government may change during this CDSS pericd. The

outlook for anyone who might succeed President S5iad Barre 1s uncertain.

What should be the relationship betwecn assistance leveis and the

priority accorded to Somalia? It is the Country Team's judgment that

there 18 a serious disjuncture betﬁeen funds now available and projected
for the future, and the multiple policy objectives set for us:

1) Achieve political reconciliation and an end to érme@ conflict in the
North; 2) improve Somalia's human rights practices; 3) resolve the
refugee problem and enhance stability in the Horn; 4) preserve access
rights, subject to renmegotiation in 1990, and 5) encourage economic
development promoting reform and an outward-oriented economy more

reliant on the private sector. Either there must be an increase in
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assistance levels to enable some reasonable prospect of attalning those
objectives, or the goals themselves must be reduced to coincide with
resources available. As indicated above, present DFA funds are
inadequate even to meet the ongoing "mortgage” requirements of
high-priority, continuing projects; ESF otherwise needed to support
policy reform is being diverted to cover the shortfall. New anncal P.L.
480 commitments will soon be exceeded by repayments for prior-year Title
I loans, and a similar reverse flow will occcur with military assistance
funds. Under current funding projections there 1s little latitude to

initiate new development efforts until 1991 or later.

Should Somalia be elevated to anm A.I.D. Africa Bureau Category II

country from Category III? Per 8B State 228559 DFA country funding

allocations are to be based mainly on economic reform performance with
those in Category I (countries committed to economic reform and
market-based growth with good potential for growth, populations over 7
million, and capabllity for managing serious debt or forefgn exchange
problems) receiving higher funding. Improved reform performance is to
be rewarded with higher funding. Political importance is to be
downplayed, and development criteria are teo be weighted more heavily in
funding decisions. Category Il countries are those with a demonstrated
"commitment to adopting or continuing to implement good economic
policies and/or having good records of economic growth” and may also be
"larger and have excellent growth potential but are currently
experiencing difficulties in implementing needed economic reform
programs.” Category 11l was identified as the "residual™ group with
Somalia and Liberia classed as Category III because they "have political
importance but currently face difficult growth prospects in poor policy
environments.” The Mission believes that Somalia should be elevated to
Category II based on its excellent reform performance over the last year
and its highly regarded reform program. Certalnly, on ecounomic reform
Somalia outshines the Sudan, now in Category Il. Somalla's political
importance should not prohibit reclassification given that Zaire, Kenya
and Senegal 1n Category I and Mozambique, Botswana, Lesotho and
Swaziland in Category I1 all have either strategic importance to the

U.S. or political importance as "Front Line" states. While Somalia's
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growth prospects may not match those of some, 1t does have unexploited

resources and additfonal potential.

What are the prospects that Somalia will sustain and continue the rather

remarkable economic reforms_ggfeed with the IMF and IBRD since resuning

its dialogue on reform in March 1988? Cynics argue that the GSDR's

reform performance deteriorated between 1985-87 and that the GSDR has

only agreed to reforms to restore donor aid flows suspended in 1987.

‘Most of the reforms adopted before September 1987 remained in place

during the hiatus (September 1987-January 1988) in IMF-GSDR relations.
Also, in March 1987 A.1.D. had characterized Somalia's reform
performance to the Congress as generally good with resistance to reform
being termed unsystematic and particularistic; the IMF and IBRD had
judged performance to be sufficlent to warraat signing a new Stand-By in
June and negotiating a second agriculture sector assistance package in
August, respectively. As donors promised resumed program aid as a
"carrot” to encourage the GSDR to reach a new agreement with the IMF
after the 1987 reversal of forelgn exchange reforms, it seems somewhat
perverse now to fault the Government for rising to the donors' bait.
Somalia has sustatned the resumed reform process for over a year and
implemented fully its agreements with the Bank and Fund. IMF
negotiators have rated Somalia's performance high in contrast to many

other African countries, i.e., Zambla, Zaire, Sudan and Liberia. Given
the intent and complexity of the agreed reform package and Somalia's
notably thin economic management competence, some slippage and progress
"in fits and starts” are {nevitable. Unless adequate donor resources
and support are forthcoming, failure of the reform program and/or its
abandonment should be expected. The U.S. must continue to monitor GSDR
performance closely so as to verify Somall performance and to
dlstinguish between evasion and ineptitude while continuing to encourage

and rewarding positive reform developments.

How many priorities can the USAID sustain in the face of declining

A.1.D. program funds and AID/W's seeming inability to assign critical

staff replacements? At present USAID is deeply involved: 1) In policy

reform, 2) in emergency relief assistance to the North and for periodic
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droughts, 3) in supporting increased agriculture exports, 4) in
strengthening public management, 5) {n support for refugee resettlement,
and 6) in enhancing involvement of PV0O's mainly in development of remote
rural areas. Four U.S. direct~hire {(USDH) positions have been vacant
throughout FY 1989 (with one of these covered by a Personal Services
Contractor (PSC) and a second by short-term help)}; the Mission may have

four direct-hire slots unfilled at the start of FY 1990.

B. Objectives and Strategy Options

Previous sections point to four problem areas which will preoccupy

Somalia and its donors cover the CDSS period:

—Macro-economic policy reform and improved debt management.

~~Relief, reconstruction and rehabilitation in the North.

—=Agriculture and export growth, including pertinent sectoral

reforms.

—~Improved public sector management, including appropriate sectoral

reforms.

Accordingly, during the CDSS planning period and to the degree resources

permit the Mission will seek to contribute to establishing a sound basls

for sustained growth. To achieve this goal we will support GSDR reform

efforts to improve its economic policy framework and restructure its

economy toward a more private—sector led, market-orlented system. This

will also include ratiomalization of public sector operatiomns to

mobilize, allocate and utilize resources more efficiently and

effectively and enhancement of the role of the private sector in all

aspects of the econouy.

Such a goal reflects the Mission's belief that Somalia wmerits continued
U.S. assistance. It remains a country of high strateglc priority for

the U.S. Somalia has developed and so far lmplemented successfully, a
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very ambitious and complex economic reform program in a short time. We
assume Somalia will continue to perform well. Somalia {s a Relatively
Least Developed Country and one of the poorest countries in Africa and
thereby needs development assistance. The U.S. has a stake in Scmalia's
economic well-being. Given the high probability of natural disasters,
humanitarian considerations will most likely result in coatinued A.I.D.
response to major emergencles. With Somalia's already heavy dependence
on donor resources and Sowzlia's continued high priority for the U.S., a
U.S. pull-out or dramatic cut In assgistance at this point would be
contrary to our interests. What the U.5. does vis~a-vis Somalia will
also influence other donors' attitudes and support; even though the U.S.

1s not the largest donor, we do have considerable influence.

Recognizing the uncertainties set forth at the start of this strategy
gection, the Misslon is proposing three strategic options for addressing
its program goal, each at various fundihg'levels and involving somewhat
different assumptions. Mission activities will vary accordingly, but
Mission staff resources may not change much under two scenarios giveu
the number of fully-funded projects which continue throughout the

strategy perliod. The three options are: 1) Maintaining the current

level of program activity with no change in the resource level;

2) increased funding and a full program, reflecting, as does Option 1,

continued reform progress although possibly at different paces of

implementation, and 3) a drastically reduced program. This last option

assumes poor reform performance. Option 2 would involve a decision to
provide more appropriate levels of assistance. Presenting options for
the strategy also allows for sufficient flexibility to respond to

changing circumstances.

Option 1: Current Program

A. Assumptions: Somalia continues acceptable progress on economic
reform and stays out of Brooke; current funding levels allow
continuation of on~going activities with only one or two small new
starts during the planning period other than ESF grants for BOP

purposes; Somalia remains a Category III country.
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B. Estimated Economic Assistance: The Approved Assistance Planning

Levels (AAPL) were last provided to the Mission tc prepare the FY 1990
Annual Budget Submission (see Amnnex D, Table 3 and 88 State 160269).
DFA resources were to be $4 million annually throughout the planning
period. ESF levels were $25 million im FY 1990, increasing annually by
$1.0 million in each successive year. The FY 1990 ESF level was
subsequently reduced to $20 million. P.L. 480 resources are projected

at $2.0 million annually throughout the planning period.

C. Program Objectives: As its highest priority strategic objective

under Option 1 USAID will continue to support macro—economic policy

reform in order to stimulate sustained growth and as a necessary
pre—condition for 1mproving the business climate and increasing the
private sector's role in the economy. A.I.D. will continue to support
the agreements that the IMF negotlates with the GSDR regarding
short—term stabilization measures to be included in 12- or 18-month
Shadow and/or Stand-By programs, and for which the IBRD oversees

implementation of, and any necessary adjustwents to, the PFP.

The PFP contains the following key targets which relate to USAID's three
proposed strategic objectives. While the Mission cannot directly
contribute to attainment of all these targets, it will support some
selectively and will use them as benchmarks to evaluate GSDR performance
and the effectiveness of A.I.D. assistance in contributing to

achievement of these objectives:

1. Policy Reform

-—-Appropriate fiscal, monetary and exchange rate policies designed
to control pressures on prices and the BOP while permitting growth

targets to be achieved (A.I.D. supported).

~-Improved management of Somalia's outstanding external debt (A.I.D.

supported).
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~=An 1mproved incentive enviroument encouraging private sector
{nvestments, especlally in agriculture and exports (A.I.D.

supported) .

2. Improved Public Sector Management

-~Improved use of human resources, including reduction in the total
number of civil servants, salary increases and completion of a study

for a comprehensive reform of the civil service.

—=Reduction in the number of SO0Es and removal of the State from

trade and direct production activities.

~—Improved food aid management to reduce the disincentives to local

production (A.I.D. supported).

-~An improved budgeting system which provides for more equitable
regional investments and a clear set of priorities for the Govern-
ment's ordinary budget. This should include more resources
allocated to the productive sectors and soclal services (A.I1.D.

supported).

3. Increased Prléate Sector Contribution to Growth

In order to achieve the PFP's targets of an annual growth rate of 4-5

percent in agriculture, 10 percent in industrial production and 6

percent in the other productive sectors, the private sector will have to

take the lead. To stimulate necessary investments, incentives are

needed to improve the business climate and mobilize domestic resources.

Needed measures Include:

-—~A land policy which provides security of tenure and investments

(A.1.D. supported).
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—~Increased Investments in animal health and marketing
infrastructure to encourage the private sector to finance and manage
the expansion of holding pens, feed supply and veterinary services

to achleve higher exports (A.1.D. supported).

-—~Greater private sector investments in agro-businesses such as

supply and distribution of inputs and services (A.1.D. supported).

—-Increased investments In rehablilitation and maintenance of
irrigation, transport and communications infrastructure (A.L.D.

supported).

-~Restructuring of the financial system, including stimulation of

rural financial markets.

—=-Enabling by-laws and streamlined regulations and adminlstrative
procedures to stimulate and faclilitate private resource flows

(A.L.D. supported).

D. Program Activities: USAID would support the IBRD and IMF

through its policy dialogue, provision of BOP grants (ESF and P.L. 480),

and technical assistance aimed at enhancing GSDR officials’

understanding of reform issues, supplying experts needed for critical
studies or specific tasks agreed among the GSDR, IMF and IBRD, and
providing longer-term advisors in the areas of budgeting and private
sector liberalization. The Mission's main areas of focus, in addition
to budgeting and private sector liberalization, would be debt management
and tax reform. In selecting the kind of new project assistance to be
provided during the planning period, USAID will take advantage of
opportunities where GSDR performance 1is good and where A.1.D. has a
comparative advantage. Current possibilities include land registration
and tax administration—-—both would directly support achievement of the

objectives of the policy reform program.
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Conditionality In ESF agreemeats and P.L. 480 self-~help measures would
be consistent Qith the decislons made at the program review in February
1988 (see B8 State 59175). It would réinforce GSDR adherence to and/or
implementation of its agreements with the IMF and IBRD or support
specific actions In one or more of the areas listed above. Local
currencies generated from program assistance are currently used to fﬁnd
GSDR contributions to A.1.D. projects plus some H0 projects contained in
the PIP. This resource will continue to be programmed with due regard

to budget ceilings agreed with the IMF.

USALD will seek U.S. support for Somalia in obtaining Paris Club debt

reschedulings on the most favorable terms possible, and for Somalia's

“obtaining relief from its heavy debt burden to international financial

institutions, l.e., the IMF, [BRD and AFDB, through the "Brédy Plan”
and/or other arrangements, such as the Structural Adjusiment Facility
(S5AF) and Enhanced Structural Adjustment Facility (ESAF). With so
little of Somalia's debt owed to commercial banks, some recent innova-
tions in debt policy would not apply. The USAID will also try to take
advantage of the new Section 572 of the FAA {f Somalia should be
eligible. The U.S. is considering membership in the IMF's donor support

group chaired by Italy to lavestigate solutions to the IMF arrears

problem. The Mission has proposed to AID/W that Section 620qg of the FAA

be waived. We strongly believe this is warranted by Somalia's debt

situation.

ESF might contlaue to be provided as cash transfers for paying critical
debt or CIPs, or some combination of the two. The great majority of
P.L. 480 commodities will continue to be auctloned to the private sector
(now BO percent), and the Mission will try to increase this share
further. The PIPs and PD&S projects will be the mailn sources of
technical assistance (TA) for macro-economic policy reform. SOMTAD
advisors at the MOFT and at the Ministries of Commerce and of Industry
will contiunue to contribute to Mission initlatives on tax reform,

improving the business climate, and privatization. Similarly, land

"tenure and reglstration assistance under SWMP supports achievement of a

related provision in the PFP.
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Under the "Current Program” optiom USAID will also support improved
public sector management primarily through the SOMTAD project, which is

training 240 public and private sector indfividuals to the Masters of
Business and Public Administration levels In its "Presidential Fellows”
component, training up to 3,200 GSDR and private sector personnel
through short—term management courses offered by the Worksite Management
Training Unit, and providing long-term management advisors to selected

ministries.

SOMTAD was conceived as part of a wlder program of civil service reform,
an idea which languished until it was recently resuscitated in PFP pro—
posals for GSDR salary increases to pay a living wage, improve the
caliber of civil servants, and raitse thelr morale. (USAID expects
Government employees and others on fixed wages to be among the wvulner-
able groups most adversely affected over the short-term by reform
measures.) The PFP also includes targets for restructuring the GSDR
budget to ralse allocations to the social and productive sectors, which
should also affect Government performance. Under this option and with
present staffing USAID has no means for directly contributing to civil
service reform 1n any major way although short—term assistance may be

considered.

The on—going FHS Project will during its concluding two years strengthen
child and health service delivery, including family planning, in five
regions. Service delivery must be strengthened and famlly planning IE&C
activities must be targeted 1f the project is to produce concrete
results and for the project's policy achievements, i.e., Government's
decision that female circumcision be eradicated, to be translated into
reality. Tabulation and analysis of the census sub-component should
make available much more and better data on Somalia's demographic and
soclal characteristics needed for planning purposes. The current
assumption is that no additiomal funding will be nceded if the extension

now contemplated is approved.
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Some policy reform Initiatives, i.e., tax admlnistration and budgeting,
will also affect this strateglc objective. Similarly, PIPs advisory
assistance on privatization and easing regulatory requirements and
administrative procedureé may lmprove Government performance vis-a-vis
the pr[vate sector by reducing its involvement in the economy and
lessening its direct involvement in production. P.L. 480 self-help
measures to lmprove planning and coordination of food aid should

contribute to improved public sector management.

To increase the private sector's contribution to growth USAID will rely

heavily on the positive effect of ecocnomic policy reforms on the
business climate. However, construction efforts geared toward enhancing
exports, such as under SWMP and LMHP, will benefit private sector
farmers, herders and exporters as will the earlier mentioned reférms of
land tenure and registration efforts. Private entrepreneurs also
benefit from SOMTAD's two management training programs. To the degree
circumstances permit USAID wili maximize use of local contractors in
carrying out project activities. For example, a local construction firm

1s bullding the LMHP quarantine facilities.

PVO~-P will continue to support U.S. PVO's {nvolvement in rural and
community development and to enhance the ability of Somali NGOs to carry
out such activities. USAID does not plan any additional funding beyond
the $18.2 million already committed. USAID is also redesigning the SRSP
to make it more attractive to PVO's and accelerate the project's pilot
resettlement efforts. With the relatively small pool of U.S. PVO's in
Somalia (seven that will accept U.S. Goverument (U.S.G.) funds) and the
nascent capabilities of local NGOs, these two initlatives are the

maximum possible during the strategy period.

D. Implications: "Current Program” DFA resources will be

inadequate to support the $15.5 million project mortgage which will
exlst at the end of FY 1989, As a result ESF resources must continue to
be used throughout the planning period te fund on~going projects,

thereby reducing the amounts available for program assistance and in
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turn reducing local currency generatfons. Total life-of-project (LOP)
funding for new projects could not exceed $5-$7 million. The impact of
such modest efforts would probably be minimal. Alternatively, rather
than funding new projects small increments in funding could be provided
to those.activities which were originally envisaged as Phase I activities
of long-term A.I.D. assistance efforts. Clearly, the major follow-on

assistance planned for the SWMP and SOMTAD would not be possible.

Annex D, Table 2 is based on a series of mortgage analyses computed by
counting only the DFA Operational Year Budget figure as a percent of the
total funds required to fulfill commitments to projects. The FY 1989
mortgage of 3B7 percent of DFA is unacceptable. If the AAPL projections
for DFA and ESF do become available, the funding outloock would begin to
improve only in FY 1991, mid-way through the CDS$ period, when the
mortgage declines to 262 percent. Even with the improved outlook in FY
1991, the Mission must continue to use ESF for the SWMP and can only
fully fund that activity by continuing to divert ESF in FY

1992-~currently the last year of planned activities.

If P.L. 480 is straight-lined at $2 wmillion/year, GSDR repayments for
past P.L. 480 loans will exceed new assistance during the planning
period by the following amounts: FY 1990-§1.6 millfon; FY 1991-§3.3
million; and FY 1992-$3.8 million. (See Annex B, Table 1.) The AAPL
for P.L. 480 1is only for Title I resources and thus such a program would
also add to Somalia's already heavy debt burden. Providing additional
loans to an already debt~distressed country and at levels that do not
cover annual loan servicing is inappropriate. In addition, a $2 million
loan program would not provide the incentives to leverage any
significant self-help measures or relnforce reform efforts nor would it

be a source for support to the private sector.

Because of declining ESF and P.L. 480 levels during the planning
period, local currency generations will also fall, necessitating
allocations to fewer activities in the USAID-GSBR Annual Program Budget
Plan (APBP) with first priority being given to the required 25 percent

GSDR contribution to A.I.D. projects.
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Option 2: Full Program with Increased Funding

A. Assumptions: Somalia's performance is better than expected in
- implementing reforms, meeting IMF-IBRD targets, and sustaining GSDR
commitment to the program. Somalia is reclassified as a Category Il
country with higher funding avallable and thereby has more latitude for

new program initiatives. Brooke Amendment sanctions are avoided.

B. Estlimated Economic Assistance: Increased fundtng of DFA is

provided as a result of Somalia's promotion from a Category III to a
Category II country. The Mission recommends $10 million {n FY 1990 and
an increase of $2 million in each of the following years. Consistent
with the reclassification, P.L. 480 resources would also be increased to
at least cover loan repayments and all asslstance would be on a grant
basis. Further, the Mission proposes a grant under the African Economic
Policy Reform Program (AEPRP) and a grant for reconstruction in the
North. Local currency generations would be greater under this Option.

C. Program Objectives and Activities: USAID would address the

three strateglc objectives and uttlize the benchmarks set forth in
Option 1. One new projéct start would be possible each year in addition
to the AEPRP and the Reconstruction grant, should the latter twc be made

available.

Policy Reform-oriented program activities would be all of those
described in Option 1 with, as Indicated above, the possibility of
slightly larger aunual ESF and P.L. 480 BOP levels. USAID's main new
Initiative would be the AEPRP grant which might center on one of the

promising and important areas of reform listed below:

~—Tax structure and policy in an effort to gseek greater resocurce

mobllization.
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-—Civil service reform; however this area is very complex and would
require careful, intensive and possibly longer design efforts. It
may also prove more costly than future year funding availabilities

might permit.

--Business climate improvements, particularly with respect to

registration and regulation.

—Financial intermediation, such as rural savings mobilization and

credit programs or private banking.

Actual uses of the AEPRP dollars and local currencies would need to be
worked ocut with the GSDR during the design stage, but they might be
disbursed through a CIP, as cash transfers to pay external debt or to
buy shillings to retire public sector debt per Section B above, or
released in tranches to reward (a) specific policy reforms made;

(b) tax collection targets reached or administrative changes
implemented; (c) regulatory revisions enacted, and so on. Another

alternative might be a cash transfer to help capitalize a private bank.

Depending on the state of U.5.-G5DR relatiomns and U.S. policy
considerations, conditionality might be tightened up, especlally for the
AEPRP, under the "full program” option. Increased P.L. 480 resources
would also better support economic policy dialogue and reform through
the self-help measures. Such measures would continue to focus on an
iﬁcreased role for the private sector in providing agricultural inputs,
improved food ald management, and better programming of local currency
resources. Areas of conditionality for BOP program grants would remain

basically the same as in Optiom 1.

What new activities USAID might undertake to lmprove public sector

management will be a function of funding availabilities after mortgage
requirements are met. Projects already in existence--SOMTAD, SWMP, FHS,
PIPg, PVO-P, SRSP, LMHP, Jubba Development Analytical Studies and

Kismayo Port--will continue in operation along the lines set forth under
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Option 1 throughout most or all of the strategy period given their
current or proposed conclusion dates (see Annex D, Table 5). Were USAID
to consider a new project or to broaden the scope of existing projects

in this category, it might come from the following:

~-Iacrease support to the Ministries of Commerce and of Industry in

areas of systems management, such as computerization.

~—-Agsuming appropriéte conditions and GSDR commitment, support
further privatization efforts or support divestiture of a selected

parastatal.
--Initiate a follow-on Phase II for SOMTAD and/or SWMP.

——Provide TA for designing and implementing a standardized recurrent

cost analysis system for projects included in the PIP.

--Increage revenues through a new project start in tax

administration.

—-—Lntegrate family planning in a national primary health care

program.

Entrepreneurs participating in ESF-financed CIPs or P.L. 480 auctions
would benefit from the higher funding available for both. Other efforts

to increase private sector contributions to growth might be drawn from

the following list, recognlzing that actual funds avallable and staff
resources may require trade-offs and choices be made between this

strategic objectlive and the previous one:

~-~Accompany the assistance in developing a national land policy with

a new project in land administration.

~-1f a private sector buslness assoclation 1s established or if the
Chamber of Commerce is fully privatized, reinstitute direct training
and services to private Somall businesses and the Chamber of

Commerce under PIPs.
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-~-Test self-financing options and support private sector
health/family planning clinics, using buy-ins to AID/W projects or
amending the FHS project.

Relief and Reconstruction (R&R)

USAID would propose for FY 1990 a special, one—time only "Reconstruction
Grant” of $10-$15 million. The grant would be used for reconstruction,
not relief, in Hargelsa and/or Burao, the two citles severely damaged by
mid-1988 fighting. (For the U.S. Mission's strategy for relief,
reconciliation, rehabilitation, and reconstruction in the North see
Amnex F.) The grant, whether funded from ESF or DFA, might finance:

a) Repair of the Hargeisa city water system's pumping facility at
Gedebley, or restoration of Hargeisa's power distribution system, 1.e.,
infrastructure central to restoring the city's livability thereby
encouraging return of pre-war residents and restoring viable economic
activities and encouraging returnees to stay; b) reconstruction of
war-damaged housing and/or public buildings (banks, schools, health
clinics); or ¢) commodity imports needed by local entrepreneurs willing
to return to the cltles in order to resume business activity. Another
alternative might be a P.L. 480, Title II Food-for-Work program
administered by a U.S. PVO.

Making such a grant assumes continued security in the cities, and much
greater initiative by the GSDR to restore civilian administration and to

provide other Government services and resources.

A Recoustruction Grant could not be made from within projected ESF
availabilities without severe reduction in funds available for BOP
grants. DFA projections under this option would be inadequate.
Terminating or severely reducing on—going, priority projects to enable
financing of reconstruction would have significant impact on the
effectiveness of the ovérall program and would adversely effect

USAID-GSDR relations
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D. lwplicatlons: Under Option 2 funding requirements for on-going

projects would continue in FY 1990 to take a large share of monies
available, especially from the DFA. However, the amounts diverted from
ESF to cover the mortgage would be considerably less and would also end
in FY 1991, one year earlier than under Option 1. Consequently, annual
BOP grants in support of policy reforms would be greater. (See Annex D,
Table 2.)

The mortgage declines rapidly from 387 percent in FY 1989 to 121 percent
in FY 1990. Increased DFA and the more manageable mortgage would allow
a new project in each year of the planning period at more realistic
funding levels of $9-§10 million each. At these levels the scope of the
projects could be somewhat broader or the duration increased to assure

institutionalization of TA efforts.

Conversion of P.L. 480 from loan to grant and the higher funding levels
would not only enable meaningful conditionality, but would also allow

A.I1.D. to increase the quantities auctioned to the private sector.

The impact on staffing levels is minimal. The project wanagement
workload under Option 1 and 2 is much the same as no new sectors of
assistance are contemplated. The mijor difference in scope would be a
result of the AEPRP which might require an additional Economist. The

Reconstruction Grant would be managed by curreht USAID engineering staff.

Option 3: Drastically Reduced Program

A. Assumptions: Economic policy performance deteriorates or
stapgnates, raising concerns about GSDR commitment or the reform program
is cancelled. Somalia is classed as Category II1 for DFA funding
purpuvses. Brooke sanctlons may come Into force if Somalia does not make

necessary payments.

B. Estimated Economic Assistance: DFA and P.L. 480 funding levels
would be straight-lined at the AAPL figures in FY 1991 and FY 1992--$4

\
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million fn DFA and $2 million for P.L. 480. Both should be provided as
grants. ESF would be provided in FY 1990 at the current AAPL of $20
million. Thereafter, depending on the outcome of access rights
negotiations, ESF might be terminated or continued at the AAPL figure.
Local currency generations would decline and fall sharply if ESF

assistance was terminated after FY 1990.

C. Program Activitieg: If under Option 3 U.S. interests continued

to merit ESF agsistance, these funds would be used, first, to fund the
project mortgage of on-going projects. As there would be no
justification for continuation of reform activities, no further BOP
grants would be made. As the prosgpects for success of any support to
the private gector against a backdrop of a deteriorating economy and
business climate would be slim, PIPs would be concluded early. Any
residual ESF would be used for new projects or amendments to those which
had the greatest possibility of providing direct benefits to the rural

poor or meeting current project objectives.

I1f ESF assistance 18 not provided, as on-going projects fully funded in
prior years end, the development assistance program might be re-oriented
around support for PVO activities financed by DFA and a small P.L. 480
Title 1I, program also operated by PVO's. P.L. 480 arrears problems,
however, might well result in the termination of new food aid grants.

As an alternagtive to a program managed by PV0's, the economic assistance
program might be limited to one area of concentration, possibly in

health/family planning or agriculture.

D. Implicatiouns: The policy and financial implications of Option 3

would have a dramatic impact on the USAID program and over time on
Mission staffing requirements. Because mortgage requirements would
exceed DFA availabilities and local currency geunerations would be
significantly reduced or dry up altogether, difficult choices would have
to be made among competing demands for SWMP and SOMTAD to which the GSDR
accords very high priority. Conalderation wouid have to be glven to
early termination and/or severe scaling back of one or both. For other,

on~going projects which were fully funded in prifor years, such as LMHP,
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FHS, PV0-P, Kismayo Port, and SRSP, dwindling local currency
availabilities for Project Trust Funds and GSDR contributions would
probably curtall their implementation as well.

Staffing requirements would diminish as the project portfolic shrivels
unless ESF continues to be provided. Annex D, Table 7 presents staffing
requirements for Option 3 based on the assumpti:on that ESF will not be
available. If, however, ESF is provided, the resulting workload would
require staff levels to approximate those projected for Option 2. Under
Option 3 the USAID Mission would be downgraded to an Office of the
A.1.D. Representative with commensurate changes in delegations of
-authority.

C. Other Considerations

Much has been made here of the problems posed by the mortgage,
especlally for SWMP and SOMTAD, which are the two 1argeét claimants on
future year funding. The Mission has considered and rejected the idea
of significantly scaling back either project under current
circumstances. As was true for LMHP, both are very visible; both are
eritical to Our.strategic objectives and coverall brogram goal. SWMP ie
the first of three donor initiatives to rehabilitate Shabelli River
irrigation facilities. The IBRD and F.R.G. both are designing separate
but similar projects. These other donors are looking to SWMP for
lessons learned and for the outcome of certain key activities, i.e.,
revigion of the water law and land registration changes. Indeed, the
F.R.G. has conditioned i{tes project on the GSDR's proceeding with water
law revisions to be developed under SWMP. SOMIAD has relevance for
civil service reform and what other donors may eventually do in this
area. Every GSDR Ministry and many other entities have personnel
enrolled in its training programs. The Project Coordinating Committee
has Directors-General from 21 ministries as members, indicating the
extent of high-level GSDR interest and involvement. To curtail or cut
back either project under Option 1l or 2 would have serious repercussions

for the USAID program and our relationship with the Government.
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PIPs has an impact on the mortgage only in FY 1990 and only requires $2
million under Option 1. This is the minimum amount conceivable 1f the
project is to have the funds needed for two long-term advisors,
short~term TA, carrying out of selected priority studies, and training
and/or sponsoring conference/seminar attendance for Somalis involved in
econouwic reform and privatization initiatives. The originally proposed
increase in LOP costs was $6 million for a greatly expanded effort,
including significant direct assistance to the private sector. This had
to be ruthlessly reduced due to funding constraints and the relative
higher priority to activities which might more immediately improve the
business climate. In any case, cutting the $2 million for this effort
would hardly make a dent in the total $15.5 million mortgage existing at
the end of FY 1989,

Both Options 1 and 2 presented above gssume that State and A.I.D. will
be able to provide the AAPL amounts for ESF. However, the AAPL for ESF
during the planning perfod (FY 1990-$20 million; FY 1991-$25 million;
and FY 1992-$26 million) is not consistent with the actual trend of
declining ESF availabilities experienced since 1985. These reductions
have been a result of both smaller Congressional ESF appropriations for
Africa, which have been further cut on occasion by the Office of
Management and Budget (OMB), as well as increased earmarking for other
countries. Another prospective factor is the emergence of new

claimants, such as Namibia, on this resource.

Just as a reduced OMB passback led to the cut in the original FY 19%90
ESP level from $25 miliion to $20 million, the Misasion assumes similar
reductions may occur throughout the planning period. Therefore, the
Mission developed a series of possible, alternative funding levels based
on lower ESF availgbilities. These are provided in Annex D, Table 2 to
demonstrate to the interested reader the possible consequences for

mortgage reduction and the size of annual program assistance grants.

It would be inappropriate for the Somalia program tc operate under
projections of annual funding Iincreases which wmake this strategy

dysfunctional, as occurred with the last CDSS. In reviewing this
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strategy document AID/W should provide realistic guidance and,
hopefully, establish planning levels which will be more likely to be
avajlable during the planning ﬁerlod.

The Embassy is responsible for refugee affairs; however, during the
preceding CDSS period A.I.D. managed three refugee projects funded by
State/RP. Although none of the three fit closely within the CDSS'
economic assistance strategy per se, they were in accord with overall
U.S. objectives in Somalia. Only the SRSP is currently active, and it
{8 planned to continue throughout the FY 1990~FY 1992 planning period.
The project's implementation difficulties are mentioned earlier; in the
aftermath of the November 1988 evaluation, a revised Project Paper is in
preparation. The Agriculture-Special Projects Officer manages this
activity in addition to two others; no replacement was identiffed in the
FY 1988/89 assignment cycle for the incumbent who transfers July 1.
Other Agriculture staff will have to add responsibility for SRSP to
their normal duties, probably for about a year unless this USDH vacancy
is filled soon. The USAID Food for Peace Officer (FFPO) also is
favolved in refugee-related matters through monitoring food deliveries
or resolving specific issues affecting P.L. 480 food provided by AID/W
to the World Foed Program for refugee feeding in Somalia.

The Mission has not proposed any new basic education initiative,
preferring to stay with human resources development efforts already
begun. SOMTAD's complexity and scope make {t a full-time job for
USA1D's project wanagement staff. The IBRD 1s developing a major basic
education sector program which is appropriate to Somalia's most urgent
needs. (Had we decided to go ahead with a new education project, we
most likely would have chosen to co-finance this effort.) However,
there are major issues regarding the IBRD project which may delay or
prevent approval. It proposes to initiate major sectoral policy and
bﬁdget reforms, which may overtax the GSDR's already strained reform
machinery. With USAID's being the only significant donor in family
planning and the strong performance of FHS, it seems preferable to the

Mission to stick with this "winner.“
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D. Misslon Management and Staffing

Staffing numbers and composition during FY 1990-92 will have to

accommodate the following program functions:

—-Monitoring the economy and GSDR reform performance 1s now carried
out by one USDH Program Economist, two Foreign Service National
(FSN)/PSC professionals (one of whom works in the Finance Ministry)
and one FSN/PSC secretary. There may be need for a second USDH
Program Economist (an Intern) 1if the AEPRP goes forward under Option
2. Monitoring economic performance is necessary under Options 1 and

2 but not 3.

—--Design, monitoring and i{mplewmentation of the hilateral P.L. 480
program, and emergency food aid and ad hoc refugee food matters are
currenfly performed by one USDH FFPQO, one FSN/PSC professional and
one FSN/PSC secretary. This, too, i{s necessary under the first two
options but not the third. REDSO/ESA could monitor & small
bilateral or PVO-managed P.L. 480 program.

—~Commodity procurement under CIPe and for on-going projects is done
by a Commodity Management Officer (CMO), one FSN/DH and two FSN/PSC
assistante, and an FSN/PSC secretary. All are needed for Option 2,
none for Option 3, and one FSN/PSC aseistant might be cut under

Option 1.

--Project management functions for existing projects continue
throughout the strategy period. These 17 projects currently require
13 USDH, (including five officers who have other staff functions,
such as the Program Economist, FFPO, CMO, Assistant Project
Development Officer and Engineer) two U.S5./PSCs, 10 FSN/PSCs, and 11
Third Country National (TCN) and FSN/PSC secretaries. All would
continue in place for Options 1 and 2 with some staffing reductions
possible starting in late FY 1991. However, these reductions may be
offset or reduced by management requlrements for any new activities
beginning in the same year. Option 3 would mean significant

reductions per Aunex D, Table 7.
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-—Engineering oversight for construction activities under LMHP
(Mogadishu, Kismayo and Berbera), SWMP, and Kismayo Water, are
performed by a USDH Engineer, one FSN/DH and two FSN/PSC engineers,
and one each FSN/PSC and TCN secretary; This staff could take on
added work In the North. No change is envisaged under Options 1
and 2. Under Option 3 staff reductions could begin in FY 1991 as

construction ends on LMHP.

~~Contracts award and administration are being performed by one USDH
and one FSN/PSC secretary. No changes are envisaged under Options 1

and 2. Function would be transferred to REDSO/ESA under Option 3.

-—Financial management, accounting and reporting now require three
USDH, three FSN/DH and 15 FSN/PSCs. While there may be some
reductions possible among FSN personnel, skills levels and frequent
turn-over make doing so problematic. Supervisory and staff training
needs mandate no change in USDH. Numbers would be unchanged in
Options 1 and 2; there could be signiffcant reductions in USDH and

FSNs as activities close out under Option 3.

—Project design and implementation services, excluding commodity

management and engineering, now employ two USDH, one FSN/PSC
professional for participant training activities, one US/PSC

Administrative Assi{stant, and three FSN/PSC secretaries. No change
is envisaged under Options 1 and 2. The functiom could be
transferred under Option 3 to REDSO/ESA.

--Misslion senior management involves a Director, Deputy Director,
USDH secretary, one FSN/PSC professional and a FSN/PSC secretary.
All would be needed under Qptions 1 and 2. Two could be dropped

under Option 3, and the Director's position would be downgraded.

--Program strategy, budgeting, and evaluation, and local currency
programming and monitoring now involve two USDH professionals, one
USDH secretary, two PSN/PSC professionals, and two FSN/PSC
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secretaries. There may be some reductions possible in FSN
secretaries now, but skills levels and turnover may make this
counter-productive. No change expected under Options 1 and 2;

reductions of one USDH and 3 FSN/PSCs are possible under Optton 3.

——Executive/administrative functions (housing, maintenance,
Communications and Records, procurement, customs/airport clearances,
compound security, warehousing, personnel, travel) in FY 1989
require two USDH, three US/PSCs, 16 FSN/PSC professionals, 11 TCNs,
12 FSN/PSC secretaries, and 159 FSN/PSC blue collar/guard staff for
the USAID/Management Office (MGT) and Field Support Unit (FSU).

With the withdrawal from many Joint Adwministrative Office (JAO)
services starting in FY 1990 MGT and FSU will merge into a full
Executive Office and USAID proposes to hire 10-12 FSN/PSCs for the
Executive and Controller's Offices. These 10-12 individuals replace
a like number of host country nationals already performing similar
tasks under FSU's contract with Oriental Agencies. After the
settling—in period there may be some TCN and FSN reductions under
Options 1 and 2 in FY 1991-92. Under Option 3 we would envisage
return of this function to JAO and elimination of all these

positions.

The most important factor determining staffing and management
requirements is the on-going project portfolio. At the start of FY 1990
USAID will have 14 active projects of which 12 continue through FY 1991
and 8 through FY 19%2. As indicated in the three options set forth
above USAID might initiate about three DFA/ESF project activities, three
ESF program grants, an AEPRP, and a reconstruction grant, a total of
eight new endeavors, during these three years. This mandates sufficient
staff being on-board to perform most of the above functions at the

existing level of effort throughout virtually all of the CDSS period.

AID/W's attention is called to reductions made since FY 1987 in U.S.
PSCs, PASAs, TCNs and FSNs (see Annex D, Table 6). USDH and FSN staff
have picked up the work load of these individuals as a result of

increased productivity, greater experience levels among recently
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assigned USDH, better utilization and training of FSN's, and better

internal organization.

The decline in the number of active projects from 22 in FY 1986 to 17 in
FY 1989 has affected PASA and PSC numbers but mot the number of USDH
Project Officers for two reasons. First, USDH personnel were stretched
too thin in the past, trying to oversee too many activiti{es, often in
distant parts of the country. Single projects, l.e., CDA-Forestry,
PVO~-P, PIPs, SOMTAD and SWMP, were designed with multiple components,
adding to management tasks. Cowmbined with qualitative performance
difficulties, this resulted in serious project design problems,
implementation delays, and other shortcomings which are being resolved.
To reduce the numbers of USDH Project Officers at this point would be a
false economy and would re~introduce problems and internal control

. vulnerabilities now being overcome.

The difficulty of operating in Somalia also inflﬁences staff needs. The
shortfalls in human resources and civil service deficiencies, cited
earlier, combined with the difficulty of travel outseide Mogadishu, and
poor communications within Government and the capital, result in an
extraordinarily lengthy time being needed to find out what problems are,
to identify workable solutions, to overcome the difficulties, and to
coordinate among the various GSDR and donor actors involved. Even with
word processors and an extensive USAID training program for its Somali
staff, producing cables, letters and documents takes longer than in many
ot@er African Missions. These make program and project work very
"people intensive” and, by extension, affect Operating Expense (OE)

budget requirements and the need for OE Trust Funds.

During FY 1989 USAID staff have been stretched exceptionally thin by the
addition to existing responsibilities of the emergency relief program in
the North and the duties of two vacant USDH positions (the managers of
the SOMTAD, FHS, and Human Resources Development Projects). A US/PSC
has occupied the vacant USDH Management Officer siot; an FSN has
managed FHS, and a combination of REDSO/ESA and AID/W TDYs and a
ghort-term US/PSC have carried out most of the absent CMO's work.
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The General Development Officer has had to devote 90 percent of her time
to the northern emergency and, of necessity, has been unable to give
adequate attention to oversight of PIPs, SOMTAD and, to a lesser degree,
FHS. The Human Resources Development Assistance (HRDA) project was
shifted to another office, thus taking up considerable time of one
Project Development Officer needed for project design and implementation
work. Some negative consequences and heightened opportunity for
internal control vulnerablilities are {nevitable as a result of these

nake-shift arrangements.,

Looking ahead to FY 1990, by early May 1989 there were still no USDH
assigned to five USDH positions vacant throughout, or coming vacant
during, the 1988/89 assignment cycle. The Executive and Specilal
Projects Officers positions were not fiiled in last year's assignment
cycle{ and assigunments to three others (Agriculture Speclal Projects
Officer, Program Officer and CMQO) are uncertain or not likely in the
current cycle. ‘As in Summer 1988 the Mission faces another sizeable
turn—over in USDH personnel (16) during Summer 1990. Acceptable P5Cs
cannot always be found to [il1l staffing gaps; even when they are
available, one—year assignments only exacerbate the problems of
continuity normally experilenced at one—tour, hardship posts like
Somalia. Based on experience over the last two years one must be
concerned that the number of vacancies may be even higher at the start
of FY 1991, thereby either forcing the USAID toward Option 3, no matter
what happens on the policy and program froat, or risking severe
regression in Mission management gains and USAID's ability to conduct
its program responsibly. AID/W and the Africa Bureau, which
disproporticnately endures two-thirds of all A.I.D.'s field vacancies,

must find a way to solve this serious staffing shortfall.

The OE budget over recent years has reflected variations in local
currency availabilitles due to USAID-suspended and Ceongressionally held
ESF grants, inflation, highly variable foreign exchange rates for the
Shilling, and constrazined dollar OE availabilities (see Annex D, Table

8). Resumption of ESF disbursements should ease the Trust Fund
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deficiency and, therefore, the additional dollar requirement placed on
the OE budget in FY 1988 and FY 1989. We anticipate withdrawal from

selected FAAS services should also lead to savings.

Projected OE and Trust Fund costs are contained in Annex D, Table 9.
This table reveals that OE requirements remain fairly constant for both
Options 1 and 2 with annual costs averaging $3.9 and $4.0 million,
respectively. A fairly large variation occurs every two years under
these options. This is because, while staff levels remain constant,
post assignments of about two~thirds of all personnel take placerin FY
1990 and FY 1992 thereby increasing costs significantly. Under Optien
3A (limited focus), OE requirements decline from $2.2 million in FY 1990
to $1.6 million in FY 1992, With a PVO-focused program under Option 3B,
OF declines from $1.7 to $.8 million during the same timeframe. Neither
of the two Option 3 projections includes estimates of costs for winding
down Mission operations. Also, budgets for all three options do not
include FAAS coste as the Milsslon has inadequate informatfon at post to

estimate them.
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MACROECONOMIC OVERVIEW
I. INTRODUCTION

With a per capita income in 1988 between $175 and $285 (depending on
the exchange rate used}, Somalia is one of the poorest countries in the
world. 1Its fragile economy is plagued by frequent droughts and
political instability in the region. Somalia has limited natural
tesources and a weak institutional and industrial base. Somalia's
human resources lack adequate training. 1Its infrastructure and capital
stock is insufficient -and rapidly deteriorating. Illiteracy is very
high especially among women, as is child mortality, infant mortality
and the overall death rate; life expectancy is low by African
standards.

Despite Somalia's harsh climate, its economy is based on agriculture
which accounts for almost two~thirds of domestic output and over 90
percent of exports. Approximately 75 percent of Somalia's population
lives in rural areas, about two-thirds of which are nomadic and
semi-nomadic bands travelling throughout Somalia in search of fresh
pastures and available water for their herds of cattle, camels, sheep
and goats. Livestock accounts for nearly one-half of GDP and

- traditionally about two-thirds of exports. As of 1986 only 1.4 percent

of Somalia's land area was under cultivation. Irrigated land
represents 10 percent of total land cultivated but accounts for about
one-third of crop production.

Somalia's small open economy is heavily dependent on foreign trade and,
more importantly now and for the forseeable future, on foreign
assistance. To finance imports required to maintain production,
investment, income and employment, Somalia depends primarily on
earnings from a limited number of primary products, relatively
substantial remittances from Somali workers abroad and large assistance
flows from donors who are facing budgetary problems of their own and
whose long term ability to provide assistance at current levels is thus
questionable.

Even thouqh per capita consumption is very low by world standards,
Somalia's overall domestic consumption far exceeds domestic output.
Foreign exchange inflows from exports and private remittances are
sufficient to finance only a small fraction of imports. Due to a
grossly ineffective tax administration system and widespread evasion,
tax revenues equal only 5 percent of GDP, extremely low by world
standards. Moreover, Government taXx revenues cover less than

one-fourth of Government expenditures.

Somalia faces a nearly insurmountable external debt burden. At the end
of 1988 total debt outstanding was twice as large as GDP, and scheduled
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debt service payments were nearly three times estimated 1988 exports.
As of the end of 1988 external debt arrears had accumulated to $269
~million. Of this total, $77 million is owed to the IMF and must be
cleared prior to any Stand-By Arrangement, Structural Adjustment
Facility (SAF), or Enhanced SAF (ESAF). An additional $59 million is
due to the Fund in 1989.

Continued access to donor assistance iz threatened by Somalia's
inability to remain current with its debt payment requirements. The
African Development Bank and all Arab donors have already suspended aid
disbursements due to arrears problems. The IMF declared Somalia
ineligible for Fund resources in February 1988 over mounting arrears.
With respect to the U.S., while imposition of Brooke Amendment
sanctions for prolonged periods has been averted, new aid commitments
were halted from September 1987 thréough February 1988 by the Brooke
Amendment. Currently, Somalia's arrears to the USG total § 4.9
million. Of this, Somalia has to pay $188,000 for A.I.D. loans by July
to prevent triggering of Section 620(g) provisions of the Foreign
Assistance Act, and $ 1,049,000 for FMS debt must be cleared by June 30
to avoid Brooke Amendment sanctions.

II.. THE ECONOMY: STRUCTURAL CHARACTERISTICS
A. Structure of Production

Somalia's economy continues to be based primarily on agriculture.
Preliminary estimates for 1988 show that gross domestic product (at
factor cost) originating in the agricultural sector represented 67
percent of total output. This figure represents a marked increase in
the proportion of total GDP accruing from agriculture since 1977 when
the ratio was 61 percent. This reflects the fact that real GDP
originating in the agricultural sectbr giéw at an average annual rate
of 2.8 percent from 1977 to 1988, significantly higher than the 1.3
percent rate for overall GDP over the same period. Average annual
rates of growth for other sectors over those years were 1.0 pprcent for
services and a negative 1.4 percent for industry. :

Production in the livestock subisector accounts for over 70 percent of
total agricultural output and nearly one-half of overall GDP at factor
cost. ‘Somalia produces and exports major numbers of cattle, sheep,
goats and camels. - According to preliminary estimates for 1988, output
originating in livestock totalled 49 percent of overall domestic
production. This proportion has not changed much from the 48 percent
mark recorded in 1977, but relatively large year-to-year fluctuations
in output have produced ratios as high as 51 percent in 1978 and as low
as 44 percent as recently as 1986, Over the 1877 to 1988 span, average
annual real growth in livestocdk output has been 2.1 percent. Due to
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TABLE 1. SOMALIA: TRENDS IN REAL GUTPUT, SELECTED SECTORS

Percent Change From Previcus Year

e e B L L e k= e e e

1983 1984 1985 1986 1987 1988

- - —t—— —_— - ————

S0P at Market Prices R H -7 S O S R 8 B & S 14
Primary Production -17.6% 14,0% 12,67 -6.81 14.8% 2,41
Agriculture and Related Sectors 117 140 160 -6.9% 149X 2.5
Livestack & Livestock Products -20.8% 13.9% 14,97 -10.8% 19.8%  6.1%
Secondary Production -14.0%  3.8% TR 901 31T -15.4%
Manufacturing -18.9% -7.3% 7060 1070 3.9% -15.1%
Btilities 0.00 15,07 2.2% 17.0% -18.2% 40.0%
Construction =928 16,0 8707 A% 4,01 -18.4
Services -1.6% -0.58 2.4 0.9 6,27 -10.5
Cossercial Services : -1.80 0.0 071 1.0F 177X -13.72
Transportion and Cossunications 3.9 LA . Ak 6.2 -5.0%
financial Services 13.6% -59.8% -2.7% 25,00 -7.4% 0,04
feal Estate LT M3 3B 400 421 -19.91
Pubtlc Administration 0.8 -5.0% -5.8Y -8.57 -6.3%1 -6.7

— - —— - —

Saurce: Statistical Appendix, Tahle ?1

TABLE 2. GOMALIA: OUTPUT BY SECTORS

fis Parcent of Total 6P at Factor Cast

1977 1980 1983 1984 iS85 1986 1987 1988

———— ———— - - -——— _—— - v -

6DP at Factor Cost 1007 100% 100X  £OOX  [OO% 100  100% 100X
Primsry Production ' 621 59%  H0%  A3X aSL A2 b4 &Y
Agriculture/Related Sectors siT 59 S a2k 64% 61X &4 A7L
Livestack & Products 477 451 43N 450 48X 4 4T 4
Crop Production HY 11 13 W 14 151 1 4R
Farastry 2 2 n B} 20 noon 14
Fishing 0% H 0% i1 7 11 1 1%
Nining _ 11 1} o ] 34 0% o 0%
Secondar Production 1nt 10t 91 9% 91 10 9 Bl
Hanufacturing b} 1A 3% 1] 4 5% 47 L}
Dtilities oL 11 1% 1 ¥ 13 12 I
Construction ' 8% L} 4 L1 1] L1 Y] 4
Services ' S SN Y ¥ SR 1 T 4 S V AR F S }
Comsercial Services’ L J I R VI i N 81 kH 9% 8%
Transportion/Cossunitations Y4 54 [} 31 bY YA & &
Financial Services 1% P! 1% (R} 01 ox 0%
Real Estate 3 LH 4% 4 L} ] 1 A
Public Administration Y4 . M i [ &Y K ik
Dther Services i} Fed k14 3% 3 hrd 4 25
[aputen Bank Service Charges s S ¢ A S O I Y I

- ——— e ——— - ——— o B e e o e e Y e B g e ke e A A e

Caurras  Statictiral Anoendix. Table 7.
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the large yearly changes in offtake and herd sizes resulting primarily

from shifting weather patteérns, annual growth figures have shown

substantial variation in direction and magnitude, As shown in Table 1,

reflecting the impact of Saudi Arabid's ban on livestock imports from T
Somalia in 1983 as well as a significant drought, livestock production

in 1983 dropped 21 percent in real terms. Improved weather conditions

in 1984 and access to new export markets in 1985 contributed to real ' .
gains in livestock production in those years of 14 and 15 percent,

respectively. Similarly, a major drought in 1986 severely restricted

stock building and contributed to an 11 percent decline in real

production. Improved weather conditions in 1987 helped permit a 20

percent gain.

Performance has not been as good in the industrial and service
sectors. Notwithstanding three consecutive years of significant
resitive growth during 1985-1987, major declines in 1988 resulted in an
average annual rate of real growth in industrial output from 1977
tarough 1988 of -1.4 percent. Over the same period, average annual
‘rates of growth for the manufacturing and construction subsectors were
-.9 percent and -2.5 percent, respectively. As a percent of GDP (at
factor cost) output originating in the industrial sector fell from 11
p=tzreat in 1977 to 8 percent in 1988, Major factors contributing to
weak induztrial sector performance over the last decade include
excessive publis sector involvement with industrial operations,
inadeguate incentives for expanded private sector investment and
foreign exchange shortfalls.

B. External Trade

Reflecting its structure of production, Somalia’s is highly dependent

on the export of livestock, which traditionally represent about

two-thirds of total export earnings. Within this cateqory, exports of

goats and sheep represent the majority with each group usually -
accounting for about 30-40 percent of the total value of livestock : -
exports since 1977. Cattle exports generally contribute 15-20 percent
of livestock export earnings with exports of camels adding about 5-15
percent. The overall value of livestock exports has been on a-
declining trend in recent years. Revenues averaged over $100 million
in 1980~82. When Saudi Arabia, Somalia's principal export market,
inposed a ban on all imports of Somali cattle in 1983 Somalia's export
earnings plummetted to $72 million in 1983 and bottomed out at $33
million in 1984. The resumption of sheeéep and goat exports to Saudi
Arabia (after clarification that the Saudi ban was limited to cattle)
combined with access to new markets resulted in a partial recovery as
livestock exports earned roughly $ 62 million per year during
1985-~1987.

The only other major category of exports is bananas. Export earnings
from bananas have risen from an average of $7 million in 1980-1981 to
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$23 million in 1988. As a percent of total export earnings, bananas
accounted for 22 percent in 1987, up sharply from the 6 percent figure
over 1980-1981. 1In 1988, a year of unusually low livestock exports,
revenues from banana exports represented about 40 percent of total
eXxport earnings. Other significant groups of exports include hides and
skins, and frankincense and myrrh.

Total recorded imports, including those financed with donor assistance,

averaged $400 million over the 1983 through 1987 period. As a percent
of GDP, total imports averaged 50 percent in 1983-1984, about 40
percent in 1985-1987 and 30 percent in 1988. Identifiable food imports
averaged $37 million from 1980 through 1983, fell to $13 million in
1984 and then rose more than §5 million each year reaching $31 million
in 1987, The petroleum import bill declined from $81 million in 1982
to $30 million in 1987. Imports financed by loans and grants averaged
$300 million per year of which $266 million was in kind.

ITI. ECONOMIC POLICY ENVIRONMENT
A. Summary

Since 1981 the GSDR has been pursuing econemic reforms designed to
restructure its economy from the vestiges of a centralized state
controlled madel to.-a more market-determined system with increased
reliance on the private sector. In addition, the GSDR, with IMF
support, has made noteworthy efforts toward improved macrececonomic
management through the 1980s, experiencing only two major
interruptions. The latest took place in the Fall of 1987 when the GSDR
replaced its donor-supported, market-determined exchange rate system
with a fixed regime at an excessively overvalued rate. This action
caused the GSDR to fall out of compliance with its IMF Stand-By
Arrangement initiated in June 1987 and resulted in the suspension of
major portions of assistance programs. Moveover, it seriously hurt
eXports exacerbating an already difficult balance-of-payments
situation. '

By early 1988, after reassessing its policy stance and recognizing the
adverse effects of the Pall 1987 moves, the GSDR re-engaged the IMF in
economic policy dialogue. Since March 1988, not only has the GSDR
resumed its economic reform efforts, in many areas it has advanced them
further than ever before. For example, legislation has been finally
enacted to eliminate state monopolies in certain key economic sectors,
Furthermore, the GSDR's performance on its six-month "bridge*.
macroeconomic stabiligzation, recovery and structural reform program
developed with IMF assistance in July 1988 has been impressive. Based
on the successful implementation of that interim program, the GSDR was
able to reach on March 15, 1989, full agreement with the IMF on a draft

T
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letter of intent for a full-fledged Fund-Monitored (Shadow) Program
covering the remainder of 1989. 1In sum, Somalia is now fully engaged
in economic reform and has made noteworthy progress.

B. Policy Reform Prior to 1987

After a decade of Socialism, Somalia embarked on a major effort in the
early 1980s to reorient its economy toward a more market-based system.
Efforts to liberalize the economy were significant. The Government's
livestock marketing monopoly was abolished in 1981 and livestock trade
is now conducted primarily by private traders. Government control over
prices and the marketing of adricultural products was discontinued in
1982 enabling farmers to sell their products at market—-determined
prices. This led to marked increases in crop production through the
mid-1980s. The state-owned banana enterprise was converted into a
joint venture with a private firm in 1983, and since then export
earnings from bananas have jumped 50 percent. In 1984, the more
flexible private sector labor code was applied to employees of the
public industrial enterprises resulting in improved efficiencies, 1In
January 1985 a multiple exchange rate system was adopted which included
a market-determined rate for most private sector transactions. This
contributed to improved export performance in 1985 and 1986. 1In
September 1986 the GSDR introduced the foreign exchange auction system
which provided foreign exchange from the IBRD and bilateral donors
including USAID for imports. In June 1987 the exchange rate regime was
unified at the rate determined by an enhanced foreign exchange auction
system implemented as part of a new IMF Stand-by Arrangement (S-BA) and
SAF.

C. Temporary Policy Reform Reversal in Late 1987

On September 17, 1987, the GSDR abolished its foreign exchange auction
system and announced plans to fix the Shilling at an excessively
over-valued rate. In response, several multilateral andg bilateral
-donors, including USAID, suspended disbursement of assistance programs
linked to the auction. Immediately the donor community mounted a
concerted effort to persuade the GSDR to reinstate the auction, or an
acceptable alternative, and to resume determining the value of the
S$hilling in a manner more reflective of its actual value.
Notwithstanding support from within parts of the GSDR, these efforts
were unsuccessful, and on October 11, 1987, the revaluation of the
Shilling took effect at a rate of 100 per Dollar. This represented a
60 percent appreciation in foreign currency terms (38 percent in
domestic currency terms) compared to the 159.9 Shilling per Dollar rate
resulting from the last foreign exchange auction conducted on September

16, 1987.
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in addition to backtracking on the exchange rate policy front the GSDR
reform program stalled in a few other key policy areas as well. HNo
longer subject to the fiscal and monetary discipline required by an IMF
Stand-By Arrangement, the GSDR increased government expenditures and
permitted large scale expansion of domestic credit. Deterioration in
the fiscal and monetary accounts after September 1987 contributed to a
major acceleration in price inflation after December 1987 and to a
sharp depreciation of the Shilling in the parallel foreign exchange
market during the first three quarters of 1988, In a futile effort to
contain the surge in domestic prices, the GSDR announced price controls
~on a variety of consumer (only) items, including food, in February
1908, HoweVer, enforcement was guite difficult, and the controls did
not become operational. On the positive side, other key reforms, e.d.
those affecting producer pricing and agricultural marketing, were not
reversed during the period.

D. Period of Intense Policy Dialogue

The international donor community continued its efforts to convince the
SR to resume its policy reform program. USAID/Somalia brought in a
REDSC/ESA Economist to prepare an options paper describing alternative
exchange rate regimes to assist the GSDR in finding a system that would
be both economically sound and politically acceptable. The paper was
circulated to Party leaders, pertinent Ministers and Vice Ministers,
aud mencers of the GSDR technical committees reviewing policy options.
In Decenber 1987 the U.S. Ambassador to Somalia persuaded President

. Siad to meet with the IMF Resident Representative. The President met
with the IMF Representative and later agreed to permit an IMF mission
to Somalia in March to hoid Article IV consultations (generally routine
balance-of -payments and macreeconomic policy discussions).

In late December 1987 President Siad reshuffled his cabinet and named
the former Minister of Foreign Affairs as the new Minister of Finance
and Treasury. In January the new Minister began a process which, while
not necessarily designed for that purpose, contributed substantially
toward renewed policy discussions with the IMF and a resumption of GSDR
economic reform efforts. The Minister established two GSDR
inter-agency committees to review previous GSDR programs with the IMF
and to review current economic policy options, including the
desirability of establishing a new program with the Fund. The first
assessment revealed that the main reasons for Ealling out of compliance
with previous IMF program were not due to the design of the programs
but rather with the GSDR's difficulties in implementing the programs.

There was substantial internal debate within the GSDR regarding
exchange rate policy. As the economic situation deteriorated after
September 1987 many were becoming convinced that the cancellation of
the auction and the revaluation had been a mistake and were considering
various options to reestablish a workable exchange rate system.
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E. GSDR Resumes Policy Discussions with the IMF

Relations between the IMF and GSDR had been at a low ebb since the
cancellation of the foreign exchange auction mechanism in September
1987, and communications between the two were minimal over the October
1987 through February 1988 period. The opportunity to renew policy
discussions occurred in March 1988 when the IMF team came to Somalia to
hold Article IV consultations as had been agreed with the President.
The IMF and GSPR discussed Somalia's economic situation, which had
deteriorated significantly since the cancellation of the foreign
exchange auction and partial cutoff of donor assistance flows, and the
likely content of a credible economic program which would be worthy of
IMF support. Further meetings were held in Somalia during May 1988
where the two significantly narrowed differences on a number of
contentious issues and discussed the policy framework which could form
the basis for a Shadow Program with the IMF., In June the GSDR devalued
the Shilling 80 percent in domestic currency terms and officially
dismantled the price controls which it had announced in February.

These measures demonstrated the GSDR's renewed commitment to reform and
thus helped pave the way for the next IMF visit in July, this time to
develop a credible economic program. A letter of intent was drafted
and, on July 24, initialled by both sides. 1t contained fiscal, -
monetary, eXxchange rate and structural adjustment measures which formed
the basis of a renewed economic stabilization, recovery and structural
adjustment program. h

The interim, six-month program became known as the GSDR's Economic and
Financial Program and included several far reaching and politically
difficult measures to be implemented by the GSDR over the July through
December 1988 period. These included another major devaluation in
August followed by the initiation of an exchange rate adjustment
mechanism designed to prevent excessive further over-valuation of the
Somali Shillipng; expenditure controls combined with tax rate hikes and
new taxes aimed at reducing the size of the fiscal deficit; strict
limits on domestic credit expansion in order to prevent excessive
pressure on prices and the balance-of-payments; subceilings on net
credit expansion to the Somali Government and public enterprises
designed to reserve a sufficient portion of available credit for the
private sector; a major increase in savings and lending interest rates
to help control credit expansion, encourage greater domestic savings,
and rationalize lending and investment; measures to open the banking
system to domestic and foreign competition and development of plans to
abolish state monopolies in several key sectors.

GSDR performance on its economic program has been impressive with many
of the reforms completed ahead of schedule, e.g. several fiscal
measures implemented in August. Just prior to the September 9, 1988,
donors meeting in London an IMF review of the GSDR economic reform
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program noted impressive progress. Another IMF review was conducted by
a mission to Somalia in late November 1988, The team again gave the
GSDR high marks on its performance and commenced negotiations with the
GSDR on the policy package which would form the basis of the
full-fledged Fund-Monitored Program to start in 1989. Over the
December 1988 through February 1989 period the two sides resolved major
remaining differences regarding exchange rate and interest rate
policies and the level of reduct1ons in foreign exchange expenses for
foreign representation.

On March 15, 1989 the GSDR and IMP agreed on an draft letter of intent
for the Fund-Monitored Program for the remainder of 1989. The economic
program emhodied in the letter of intent includes several far reaching
and important measures, including substantial additional devaluation of
the official exchange rate, improved fiscal control, a more restrained
monetary program, and the expansion and deepening of several structural

adjustment reforms initiated with the interim program of July 1988, 1In

addition, the GSDR has agreed with the IMF and IBRD on the content of a
Policy Framework Paper (PFP) which outlines the macroeconomic
gtawilization and structural adjustment measures for 1989-1931 to be
inciuded in a Stand-by Arrangement and a SAF programmed to begin in
199C and as part of the World Bank's second Agriculture Sector
Adjusiment Program (ASAP 11} for Somalia.

IV. RECENT ECONOMIC PERFORHANCE
A. Overview

Overall economic performance in 1988 was mixed. From the perspective
of growth, overall economic trends were not favorable. Real GDP
dropped 4 percent, and exports plummetted to less than two-thirds of
the level reached in 1987. Regarding internal stabilization
objectives, fiscal and monetary trends in 1988 showed marked
improvement over 1987. Both government spending and the fiscal deficit
shrank significantly in relation to GDP, and, reflecting this improved
fiscal performance along with tighter credit controls, growth in the
money supply was contained to less than cone-half of that recorded in
the previous year. Inflation, though, increased nearly three times the
1987 rate to 82 percent for 1988, With respect to stabilization of
external accounts, the huge drop in exports was more than offset by
sharply falling imports resulting in a substantially lower trade
deficit for the year. External assistance flows slipped to about
two-thirds of 1987 levels whxle external payments arrears surged to new

heights.

r— et e
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B. Domestic Output, Investment, Consumption and Employment

The latest estimates for 1988 show that real output fell 3.5 percent.
This contrasts sharply with the 9.7 percent real GDP increase recorded
in 1987 and the five percent average annual rate of real growth over
the 1983 through 1987 period. The 1988 drop reflected major declines
in two key sectors which had performed remarkably well since
1984--manufacturing and construction. Regarding manufacturing,
shortages in essential imported inputs contributed to a 15 percent
decline in real output. The manufacturing sector registered an average
yearly growth rate over 7 percent during 1984-1987. Construction
declined 18 percent in 1988 following four consecutive years of
impresgsive growth in which the average annual rate of real growth
exceeded 9 percent. Also contributing significantly to the reduction
in 1988 output was a 10.5 percent decline in GDP accruing from the
gervice sector. Contributing importantly to 1988 declines in
manufacturing, commerce and, in particular, construction, were the
tighter credit policies and government expenditure reductions resulting
from the GSDR's strong austerity program initiated in early 1988.

Another important reason for negative overall growth in 1988 relates to
less favorable performance in the agricultural sectoer. Real GDP
originating in agriculture grew by only 2.5 percent in 1988 compared to
a robust 15 percent achieved in 1987. HNonetheless, given agriculture's
disproportionate share of GDP, its moderate growth in 1988 helped

of fset to a large extent the major declines in other sectors. The big
drop in the 1988 agricultural growth rate from that in 1987 primarily
reflects developments in the livestock subsector which traditionally
accounts for over two-thirds of overall agricultural sector output. 1In
1987 real GDP originating from livestock production increased 20
percent. A major portion of this increase was due to substantial
rebuilding of herd sizes in 1987 after a major drought in 1986 severely
constrained stock building and contributed to an 11 percent fall in
overall livestock production, which, in turn contributed to a 7 percent
drop in agricultural output and a 2.1 percent decline in real GDP for
the year. In contrast to the exceptionally large increase in 1987, the
livestock subsector experienced flat growth in 1988. The 2.5 percent
real growth achieved in agriculture during 1988 was almost totally the
result of a 10.4 increase in crop production made possible by favorable
weather conditions. This was the largest annual increase in that
category since 1984-1985 when, spurred by GSDR moves to decontrol
agricultural prices and marketing, and also helped by good weather,
real annual gains averaged 13 percent.

From a longer perspective, real output in Somalia grew by an average
annual rate of only 1.5 percent from 1985 through 1988 and by less than
one percent over the 1978 through 1988 period. Given Somalia's
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TABLE 4. GOMALIA: KEY ECONDNIC PERFORMANCE INDICATORS

Real Indicaters (Annual Growth Rates!
Reai Gross Dosestic Product (6P
keal &DF Briginating in Agriculture
feal GOF Griginating in Livestack
Real GOF Per Capita

[nflation {Annual Growth Rates)
Megadishu Consumer Price Index
Feriod fAverage
End of Year
BOP Peflator

Financial Indicators i{As 1 pf GDP)

Total Government Expenditures
furrent Expenditures
Capital Expenditures
fzverazent Revenues (Excl. Grants)
Ficeal Beficit {Exel. Grants)
Fiscal Deficit {Incl, Grants)

Credit and Mometary Indicatars

Ereag honey Supply As L of GDP

Annual Growth kates

Broad Money Supply

Overali Domestic Credit, of which:
to Public Sector
to Frivate Sector

External Indicators
Merchandise Exports, Annual Growth Rates
Kerchandise laports, Anaual Growth Rates
Berchandise Exports/Merchandise Imports
Kerchandise Exports as % of GOP
Merchandise Imports as % of GDP
Current Account Deficit as % of GRP
Excluding Grants
{ncluding Brants

External Debt ($ Hillions!}
Total Dutstanding, of which:
Multilateral
Bilateral
frrears
Multilateral
Bilateral
Debt Service {(Accrual Basis}
External Dabt as % of GDF
Debt Service/Merchandise Exports

t983
-11.4%
-17.74
-20.35%
-13. 7%

30,44
48.9%
37.0%

18.9%
15.4%

3.5%
11.6%
-1.31
-3.6%

15.2%

4.5%
4.7
~12.7%
H.2

-271.0%
-7.04
2%
1.4
51.21

13.5¢
f6.7%

1260.5
455.8
640.9

28.0

1984 1985
.31 9.5%
1411 12.81
13.5%  14.51
0.7 6.9
9231 37.8%
82.01 30.4%
7020 26.7%
w2 4.7
13.20 1.9
5.1 9.3
btk btk
-12.4% -15.1%
861 -7.0%
1080 13.6%
.90 73.8%
82.81  19.8%
.41 2.7
62.61  8,0%
-38.07  50.0%
-9.80  -8.1%
151 251
.40 10.5
8,27 42.1%
3.8 3550
17,20 12.5%
1514.9 1653.9
450.7  S57.0
901.2  933.9
117.8  50.9
#.8 427
93.0 8.
107.4  117.0
143.3% 179.7% 186.51
173.20 125.8%

28,00

1986
-2.1%
-6,
-10.8%
-4.97

35.8%
.7
40.5%

24. %
14.0%
10.9%

8.1%
-16.8%
-7. 61

13.8%

38.31
20.7%
30,91

1.8%

8%
-4.3%
278
16.4%
39,34

2.4
10,9

1826.8
4i4.2
1047 .4
t47.3
90.4
114.9
iat.e
201.0%
160,17

1997
9.7%

14.91

9.6
7.0%

28.11
42.1%
.91

30.71
14,51
16.2%
5.9
-24.8%
-%.9%

21.81

131.51
148.8%
110. 74
240, 1%

-0.7%
20.3%
224
8.9%
40.5%

34,51
3.8%

1959.5
709.4
1087.1
156.6
82.8
47.8
173.2
184.8%
184,31

FREL
1988
-3.51
2.5
&1
-5

81.71
LY}
11.51%

23,61
10,81
12.9%

3.3
18.3%
-1.7

20.5%

60.71%
-47.61
M.
.

-37.9
-21.21
192
3.0
29.4%

26.4%
8.7

2006.0
191,39
1130.4
264.8
190.3
8.3
198.3
190,12
322.4%
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estimated population growth rate of somewhere bétween 2.5 and 3
percent, real per capita income is less today than it was three years
ago, and substantially less than it was 10 years ago.

As a percent of GDP, gross domestic investment rose to 35 percent in
1987 compared to 33 percent in 1986, The ratio is estimated to have
dropped to 30 percent in 1988. Private fixed investment was equal to
only 2.3 percent of GDP in 1988, down from 6.5 percent in 1986 and 5.6
percent in 1987. Real domestic consumption per capita grew 12 percent
in 1987 after falling nearly 30 percent from 1983 to 1986, and then
dropped an estimated 11 percent in 1988.

[
While no comprehensive data for overall employment are available,
figures on Central Government employment show a 17 percent decrease in
1987 compared to 1986. Although employment oppotrtunities in the public
sector have declined in recent years, employment in the private sector
is estimated to have increased due to the increased numbers of small,
mostly family-owned and operated establishments.

C. Fiscal Performance

The fiscal situation partially improved in 1988. Nominal Government
expenditures rose 31 percent, much lower than the 82 percent average
rate of inflation for the year and thus resulting in a substantial
decline in real expenditures. As a percent of GDP, total expenditures
fell to 23.6 percent. The overall deficit, excluding external donor
grants, declined in real terms in 1988 and as a percent of GDP fell
nearly one-fourth from its 1987 level to 18.3 percent. On the revenue
side, however, the already difficult situation continued to worsen. As
a percent of GDP, Government revenues dropped to 5.3 percent, one of
the lowest revenue/GDP ratios in the world.

The improved overall fiscal performance in 1988 was needed to reverse
the adverse trends of the previous year, in which the fiscal situation
showed marked deterioration. As a percent of GDP, the overall fiscal
deficit, excluding grants, reached 24.8 percent, up sharply from the
16.8 percent ratio in 1986 and almost three times the average ratio for
1980 through 1985 of 8.5 percent. This resulted from a 78 percent
surge in Government expenditures in 1987; current outlays grew 49
percent while public investment jumped 116 percent. As a percent of
GDP, Government expenditures rose to 30.7 percent in 1987 compared to
24.9 in 1986 and an average of 19.6 percent over the 1980 through 1985
period. Revenue performance was weak. Total Government revenues,
excluding grants, equaled only 5.9 percent of GDP, down from 8.1
percent in 1986. 1In 1983 revenues were equivalent to 11.6 percent of
GDP. Financing of the 1987 fiscal deficit required heavy recourse to
the domestic banking system as well as substantial external loans and
grants.
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I1. PROBLEM ARRAS
A, Snmﬁarx

Previous CDSS' for Somalia have accurately described the major
development pfbblemé-at sectoral and macté levels. Many A.I.D.*fiinded
studies have heightened the Mission's understanding of these problems.
An analysis of the causes ®f poverty 1n Somalia reveals a sttlktng

similarity of problems across sectovs:

——Mgcro-ecbnomic mismanagement and lack of stability in economlc
policies, leading to a high level of mistrust of Government and a

poor investment climate;

--Over-dependence on, and poor management of, extermal resources as

well as inadequate mobilization of domestic resources;

- =-An over-extended public sector heavily involved in production and

commefcial activities best left_to the private sector;

-—Cohfuéing and cohtradihfbry'feghiaibfy;”legal and aduinistrative
~ procedures, leaving wide discretion in thelr interpretation and -

application;

—An unmotivated civil service and s weak human resoﬁfce base with
insufficient technical trailning, management capacity, communications
and analytical skills for'pblicy and program formulation and

implementation, and

_--Inadequate public ‘{nvestments In social services and productive -
infrastructure and insufficient private sector lavestments in the:
productive sectora. These are made more serious by the very poor
infrastructure network and the inadequate human skills base at

Indépendence.

-}



B LS

15

the incentive structure for exports, particularly with respect to
livestock exports. Second, exports were hurt by the outbreak of civil
strife in the North in late May 1988 which interrupted the already
depressed flows of livestock exports from the region and particularly
from Berbera at the time of the peak livestock export season, the
Hajj. Foreign exchange earnings from livestock exports plummeted in
1988 to only $23 million, down 64 percent from the $61 million averags
for 1986 and 1987. On the positive side, earnings from banana exports
have grown by an average annual rate of 21 percent since 1985.

Foreign aid flows dropped by about $100 million in 1988 compared to the
1987 levels primarily due to suspension of mainly balance-of-payments
assistance in response to the GSDR's abrupt cancellation of the foreign
exchange auction system in September 1987. This marked reduction in
aid flows, combined with sharply lower export earnings, contributed to
a 27 percent drop in imports for 1988 which, in turn, contributed to
the estimated 3.% percent drop in real GDP for 1988,

In addition to its serious external trade problems, Somalia faces a
nearly insurmountable external debt burden. Total debt ocutstanding at
the end of 1988 exceeded $2 billion and is almost twice as large as
GDbP. Scheduled debt service payments in 1988 totalled almost $190
million, nearly three times estimated 1988 exports. As of the end of
1988 external debt arrears had accumulated to $269 million. Of this
total, $77 million is owed to the IMF and must be cleared prior to any
Stand-By Arrangement, SAF or ESAF with the IMF. An additional $59
million is due to the Fund in 1989.

While actual figures are not available, the Government's need for hard
currency to buy arms and other supplies to support its military efforts
in the North further contributed to Somalia's foreign exchange squeeze
in 1988,

F. Domestic Price Developments

Fueled by excessive monetary expansion during the last half of 1987,
price inflation at the consumer level rose to 81.7 percent in 1988
{period average), up sharply from the 28.1 percent rate of price
increases registered in 1987. Comparing end of year price index levels
inflation rose 108 percent between December 1987 and December 1988,

The average inflation rate over 1985-86 was 37 percent after peaking at
92 percent in 1984. However, monthly inflation rates subsided late in
19688, reflecting the more restrictive fiscal and monetary policies in
effect during the last half of the year and seasonally lower food
prices. From September to December prices rose at an annual rate of 40
percent, Over the first three months of 1989, inflation heated up
again, rising at a 90 percent annpual rate primarily due to higher food
prices after harvest surpluses were drawn down at the end of 1988.
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C. Hunger

Urban areas and the rural settled.areas-each comprise up to 25 percent
" of the total population. Although-fsimérs arid nomads produce &'surplus
of caloriés (crops and livestock), possibly as much as three=fifths
above their own requirements, high food imports are necesuaryfbecéhse
farmers do not grow éufftcient quantities of rice, wheat, oil and othe#

_staples preferred by urban consumers.

Data on the incidence of malnﬁtritibn and hunger are scanty and based on
a2 limited number of clinical anid tousehold surveys. . The World Bank and
National Health Plan 1980-1985 estimated that 26 percent of children are
malnourished. This estimate was baged on survey work done mostly during
droughts. Two other surveys conducted under non-drought cenditions
revealed lower malnutrition figures. A 1980 survey in several rural
regions found 3.9 percent malnourished, and a 1985 survey in Mogadishu

- showed 18.7 percent. Severe anemia i& prevalent among Women,
particularly during ptegnanCy; and other nutrition-related health

problems, such as goiter, scurvy and night blindness, are common.

'Crop Production ~ Somalia 1s neither sglf-suffictent nor self-reliant {n

total food production although producer price increases for malze and _
sorghum have stimulated production such that in years of good rains
Somalia can be self-sufficient in these two commodities. ohly 25
percent of the populhtion farms on 4 permanent basis; the'croﬁ subsector
is small and still evolving. Some 320,000 farm families cultivate one
million hectares of which 75 perceht aré found fn only three of

. Somalia's 18 regions. About one-third of all farmere use 1trignt10n;
these are located in the Jubba and Shabelli River basins. Given the

growing urban population, production and marketing constraints, variable

and poorly distributed ratnfall, and tﬁg large proportion of Somalia not
suited to crop production, it is unlikely that Somalia will become
self-reliant i{n the short or medium term, if at all. Cutfrently, almost
half of the food grains marketed ate imported, wainly rice and wheat

(for bread and pasta), on commercial and concesstonal terus.
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quarters of 1988 and contributed substantially to the rapid
depreciation of the Somali Shilling over that same period. The major
reasons for the credit surge in late 1987 were lack of fiscal control
resulting in the Government's heavy recourse to the banking system to
finance its deficit and a wvirtual explosion in lending to the private
sector, much of which involved highly questionable loans.

Over most of the last several years real savings and lending rates have
been substantially negative, and credit has been allocated
administratively and in accordance with other than economic

priorities. As a result, savings mobilization has been severely
inhibited and the credit extended has not been used to finance
investments generating the highest economic¢ returns. The GSDR took a
significant step to address this problem in August 1988 when, as agreed
with the IMF, it raised the minimum lending rate to 50 percent and the
minimum savings rate to 40 percent. The combination of higher interest
rates and lower inflation during the last quarter of 1988, resulted in
‘positive real interest rates--a development not seen in Somalia for
many years. In its current economic program, the GSDR has committed
itself to maintaining positive real interest rates. 1In order to
stimulate Efurther savings mobilization and rationalize the allocation
of domestic credit, it is absolutely essential that this objective be
achieved and maintained.

2. Sectoral Policies

While appropriate macro policies providing adequate incentives for
investment and production in the economy as a whole are the best way to
enhance performance at the sector level, certain sector specific
policies also need to be improved. In particular, the existing tax
structure which places a disproportionate share of the total tax burden
on key productive. sectors should be modified. With respect to
agriculture, an adjustment in the tariff rates on imports of all grains
and dgrain products, powdered milk, sugar and edible cil is needed to
reduce the bias inherent in the existing tariff structure in favor of
imported food. The GSDR has committed itself to reforming these and
other sector specific policy contraints to growth as part of its
structural adjustment program developed with the IMF and IBRD.

C. Inadequate and Deteriorating Physical Infrastructure

Lack of investment and poor maintenance has led to a situation where
Somalia's physical infrastructure is far too limited, and the
facilities which do exist are rapidly deteriorating. The nation's road
network is a case in point. The road network needs to expanded in many
areas of the country to facilitate transportation between existing and
potential productive areas, urban markets and shipping ports. At the
same time, maintenance for roads which have been built has been ignored
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peak period of miik production-(the rainy aeason) milk is an important

source of calories and protein for nomads. Milk is alsc an fmportant

commedity exchanged with farmers for malze and sorghum. Milk production

has the petential of contributing even more nutritionally and .

economically through improvements in livestock feed and forage reseatch

and in improved genetic selection. The subsector is Somalia's major : -
source of employment. For overall agriculture growth to reacﬁ the

4-to-5 percent/year envisaged bjgthe PFP, this subsector must raise {tes N
annual growth rate to 3-to-4 percent/year. (Miaslon Agriculture staff

feel this target is unrealistically high.) A key is sufficlent féed.iné

fodder as the rangelands are fiow near capacity glven current mansgement

techniques. If growth of putput (increases in offtake, herd size and

milk production) moderates and the populatfon continues td grow, the

surplus available for export will be increasingly required for domestic

consumption. While reports of overstocking anﬂ'detétiorat{ng'rdngé N

conditions may'have.been exaggerated, greater efforts are needed to

manage this important natural resource.

D. Human Resources

Civil Service Performance -~ An overriding human resource issue is the

failure of the civil service to manage public resources effectively.
Several factors have created this problem: The declining levels of

education; inadequate salaries aud other 1hcenttvea,_and poor training
of civil gervants. A large, cumbersome ministerial structure exists
with overlapping and conflicting responsibilities. Cabinet changea are _ .
frequent and disruptive. The {neéffective civil gervice contributes to _ .

the poor performance of thé economy .

The PFP commits the_Govgruﬁent to budget reforms which not only increase
salary levels but increase resources for social services and recurrent
costs, such as for maintenance of facilities and purchase of basic
supplies and equipment. In addition, there fs a need to classify posts,
to provide suffictent incentives to retain and motivate qualified stgff,
and to relate cdmpensatidu-to job performance. Public tné;ltutions need
to be decentralized and more authority delegated to regional and

district units.
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due in part to the highly concessional nature of loans through those
institutions, both with respect to interest rates and the extended
grace periods on principal payments, which has resulted in annual debt
service payments for 1988 of only $3.6 million to the World Bank (IDA)
and $4.5 million to AFDB/F. Prompt payment on these debts has also
been made to prevent cutoffs of fresh assistance flows to Somalia from
these institutions (although Somalia fell into arcears with the AFDB/F
in 1988). New loans from the World Bank have averaged about $50
million over the last three years while those from the AFDB/F have
averaged about $15 million. '

wWhile projected debt service requirements decline moderately over the
medium-term, their magnitude is still way beyond Somalia's capacity to
pay. Based on the latest available estimates, total debt service
payments are projected to drop by about 10 percent in 1989 to $170
million and then stabilize at near $150 million each year over the 1990
through 1993 period. However, of the 1989 total, $59 million is owed
"to the IMF and must he paid if Somalia is to continue its current
Fund-Monitored Program and be eligible later for an IMF Stand-By ,
Arrangement and SAF or ESAF. After 1989, though, scheduled debt to the
IMF drops to more manageable proportions--$33 million in 1990, $13
million in 1991 and $10 million for both 1992 and 1993. Scheduled
payments to other multilateral agencies average $22 million through
1993,

With respect to Somalia's outstanding obligations to bilateral
creditors, at the end of 1988 it owed $847 million, including $251
million to Italy, $232 million to the U.S., $89 million to Kuwait, and
$81 million to France. In addition, $284 million in debt to other
countries, including the USSR and the Peoples Republic of China, has
been frozen since 1984. Notwithstanding a Paris Club agreement in July
1987 which rescheduled $146 million in debt to the U.S., Italy, the
United Kingdom, and France, bilateral debt arrears grew to $83 million
by the end of 1988. Moreover, Somalia's obligations to bilateral
creditors over the next five years total $398 million, programmed
roughly at $80 million annually. Future Paris Club reschedulings, as
well as other forms of debt relief, will be needed to assist Scomalia's
in its efforts to handle its bilateral debt.

Debt owed by Somalia to the U.S. Government, in particular, is becoming
incteasingly difficult for Somalia to manage. On one occasion in 1987
Somalia came under Brooke Amendment sanctions due to outstanding
arrears on FMS debt. 1In December 1988, the Somalis were within a few
days of having Brooke Amendment penalties invoked again over a $1.35
million payment in FMS debt. 1If not cleared by June, current arrears
to the U.S. could result in the imposition of Section 620(g} and Brooke
Amendment provisions which would suspend new U.S. assistance
commitments to Somalia at a very critical time. Somalia is counting on
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Private medical care wasﬂlegalized in 1983. Recent legislation will
allow private importation and supply of medfcines and medical

- equipment. Greater private 8ectof-p&rtiétpatlon in the provision of
‘rural health services could be encouraged by training traditional health

practitioners and pharmacists.

Infant mortality rates of ‘152 per 1,000 have been reported--twice the
A.I.D. standard for this indicator. The child mortality tate for those:
one-to-five years of age 18 also-very high (105 per 1,006).' Leading
causes of mortality in children under five are diarrhea, tetanus,

'pneumonia, birth compiications;.measles and premature birth.

Somalia has the third or fourth highest maternal mortality rate in the
world with 1,100 mothers dying per 100,000 births, three times the
average of 329 per 100,000 in ‘all other low=income countries. Major
causes are post-partum bleeding and prolonged labor, which are directly
; iinked to the practice of”féaale'ditcumttaton. Surveys {ndié&te that
the median age of death of women is 30 years with 66 percent of women
over 14 years dying during the childbearing years. The estimatéd
national raﬁto of males to females in the ﬁopulation ts 114/100. When
compared to the more common distribition of about 100/107, ft
underscores the seriousness of the high female mortality rate and casts
doubt on ‘GSDR estimates of quﬁlation'thWth higher than 3
percent/year. Major counstraints to reducing child and féemale mortality
are the lack of public auarenes# of nutrition, hyglene, and child
Spagiﬁg; female circumcision, and poor and poorly distributed health

care services.

Illiteracy and Lack of Education - At fndependence in 1960 Somalia

inherited a very weak educational structure and a populatfon which, with
the exception of a small elite; wae mostly illiterate. Less than 10

percent of primary-school-aged ¢hildren were earolled.

The 1970s brought considerable {mprovements as school enrollmeénts more
than doubled between 1973 and 1976. By 1977 primary school enrollments
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E. Major Structural Weaknesses
1. An Over-extended and Inefficient Public Sector

Somalia's public sector is toc heavily involved in the types of
commodity producing and commercial activities best left to the private
sector. Currently public enterprises control the production of sugar,
milk, cigarettes, pasta, textiles and edible oil. 1In addition, public
agencies have monopclized trade in several key areas including, inter
alia, the domestic and export marketing of hides and skins,
frankincense and myrrh, veterinary and human medicines and equipment,
insurance services, and maritime shipping services. The GSDR took a
major step forward in February 1989 when it enacted into law several
measures designed to liberalize these sectors. Now the GSDR must
quickly follow up its initial measures by drafting and approving
implementing requlations required to put these reforms into effect.

2. An Ineffective Financial Sector

Somalia's commercial banking system consists for all practical purposes
of just one institution, the GSDR-owned Commercial and Savings Bank of
Somalia (CSBS}. That institution is extremely inefficient and, as a
result, the Bank is incapable of performing an effective financial
intermediation function. Excessively high transactions costs and lack
of confidence in the Bank has discouraged the use of the Bank's deposit
Facilities. Many individuals prefer to maintain their savings and
transactions balances in the form of cash instead of depositing their
funds in the CSBS. The August 1988 increase in the minimum annual
savings rate to 40 percent will contribute somewhat to greater use of
the banking system, but much more is needed. As a key component of its
economic reform program, the GSDR has taken the first steps toward
opening up the banking system to foreign and local private

competition. Moreover, supervision and control of CSBS operations by
the monetary authorities (i.e., the Central Bank) is being expanded and
improved.

3. Narrow Export Base

As discussed in Section I1.B., above, Somalia's exports are limited to
only a tew basic categories. In 1986 and 1987, for example, the
country's two major exports, livestock and bananas, accounted for about
90 percent of total export earnings. As such, Somalia's economy is
highly susceptible to both shifting weather patterns and periodic
fluctuations in world market demand for those products. As a case in
point, when Saudi Arabia banned all imports of Somali livestock in
1933, Somalia's overall export earnings plummented 45 percent in two
years and sent the economy into a sudden, major tailspin.
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E. Oghe;”?tgblgm Areas

Rﬁltgﬁ and_RQhﬂbilitﬁtlon = In May 1988 atmed.conflict broke out in the

North,_affecting a population of over 600,000.' Hargeisé and Burao 1n
the Northwest Region fell under the control of the SNM, but were later
retaken by the GSDR military. About 70 percent of Hargeisa and 30
percent of Burao wére damaged or &estroyed. and between 275;600 and
380,000 residents of Hargeisa,:Burap and -other nearby aréas_fled intb
southeastern Ethiopia. Subsequently, the SNM briefly overran Erigavo in
March 1989; as this CDSS was being couplé:ed there were reports the SNM
way have captured three swall towns on the border with DjihOutt;r

The Governmenﬁ appealed for donor agsistance in early September. The
United States Government has provided over $2.5 willion in emergeﬁcy
assistance, including food, an emergency field hdspital, biankets, o
plastic sheeting for temporary shelter, t;dios, medical equipment,
temporary services bf an epidemiolqgtak, and equipment needed for water

storage and delivery.

Random guerrilla attacks'cgn:taug along the roads, but the recaptured
cities are generally secure. Some residents have returned, and”limited
economic activities have resumed in the two war-damsged towns. In March
the Government appointed_a thtee-petsnn commission charged“ﬁtth

restoring political'and economic ‘order in the North.

'~ The problems of.reconstructton_and rehabilifation will be enormous. A
recent United Nations Development Program (UNDP) assessment estimated
that rebuilding Hargelsa and Burao will require more_than $800 million.
Political reéonciliatiou'aﬁd reétoting the civil administration and full

economic activity pose major challenges for the regime.

Natural Disasters — Somalia is prone to emergencies and disasters

arising from such natural causes as droughts and floods, each
experienced in 1987; for the last two years Somalia has also been

threatened with lécusts. Droughts are particularly troublesome; average
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8., External Sector

With the improved exchande rate policies in place since June 1988,
total exports of goods and services in 1989 are projected to partially
recover from the low 1988 levels. Merchandise exports are expected to
reach $78 million, significantly higher than the depressed 1988 level
but still much lower than the levels achieved over the 1985-87 period.
Gains exceeding 20 percent are anticipated for banana exports, and it
is hoped that livestock exports will show a moderate recovery.
Overall, other exports are projected to grow by 10 percent in 1989.
With respect to nontraditional products, Somalia has already started
exporting melons and grapefruit and has good potential to add other
fruits and vegetables to the list. Other areas of export potential
include fish, lobster and semi-processed foods.

While Somalia intends to diversify its export base, improved
performance in the medium term will require sustained growth in
Somalia's traditional exports, especially livestock, bananas and hides
and skins. This will require the maintenance of an appropriate
exchange rate system and the implementation of liberalization measures
abolishing Government monopolies in key economic sectors. Should the
ban on Somali cattle exports to Saudi Arahia be lifted, as has been
reported, and lost markets recovered, further gains in export earnings
can be expected, Such gains, however, will require timely completion
of livestock guarantine facilities and the elimination of excessive
bureaucratic impediments in the livestock exporting process.

Maintenance of a proper exchange rate regime including adeguate
provisions to guarantee unrestricted use of foreign exchange deposited
in external accounts is essential to achieve medium term targets for
hard currency receipts from workers remittances and other private
transfers.

With the resumption in late 1988 of those donor assistance programs
temporarily suspended in September 1987, total external assistance
levels in 1989 should increase.

C. CGrowth

Assuming exports partially recover as expected together with the timely
restoration of normal assistance flows, real GDP should grow 5 percent
in 1989. Based on the best case scenario policy wise, real output is
projected to increase 5 percent annually over the 1990 through 1992
period. To the extent that Somalia is able to recapture major portions
of the Saudi Arabian market for imported cattle, those growth figures
could be improved even further.

Should policy reform efforts ebb, a less favorable scenario would
develop. Likely declines in export competitiveness combined with less
foreign and domestic investment and lower assistance flows (reduced as
the result of poor policy performance) could push real gowth to very
low and even negative rates.
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STATISTICAL APPENDIX
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WITH PROJECTIONS FOR 1989

Fiscal Year Ending Decesber 3i

————— -

Total Revenue and Grants

Revenue
Tax
lepart Duty
Export Duty
Gther Taxes
Nontax
Brants ¥/}
Commodity Import Prograe
Public lavestment Progra
Transfers from local acthorities

Total expenditure
Qrdinary expenditure
Wages and salaries
foads and services, of which:
Foreign representation
[nterests Oomestic
foreign
Other expenditure
Investeent expenditure
Jevelopaent budget
Public Investment Program
Transfer to local authorities

Qverall deficit, cosmitsent hasis
Excludine grants
Incivding grants
Change in dosestic counterpart of external
interest arrears (excluding debt relief)
Qther adjustments to cash basis §/2
Bverall deticit, cash basis

Foreign inet)

lomestic
Banking systea (net}
Use af cash balances #/3
Other domestic $/4

Jebt relief

SOMALIA: SUMMARY OF CENTRAL GOVERNMENT FISCAL ACCOUNTS, 19B0-1988

{in Millions af Current Shillings)

PREL
1980 (981 1982 1983 {984 1985 1986 1987 1968
1903 2686  3Bl6  SI9  S9S9 12414 20388 36078 48547
20 WSt 2988 L4075 774 5220 9595 10018 15482
192 2002 2275 3 W% 45T 857 87E5 12002

(215 98 1846 2551 A4S AAS7 0SS
23 1M 3 8 8 T8 8
877 1049 1126 1937 3778 4250 594
29 M9 M3 o4 795 643 (078 1233 34RO
92 435 1056 106 (980 6620 10418 25560 31085
901 620 2504 53§ 3551 365
1360 4116 Siof 22009 27500
72 18 W05 76 IS 500
332 3720 536 636 11264 18134 29366 52298 49030
1670 2295 2750 4SI 727 9923 LAMS0 2414 3L4TT
2050 252 249 2202 M8
™l 722 5595 7679
82 172 3015
385 486 48 @00 2283
580 1167 3295 394 8365
|z 2157 837 HSTE 993
1330 1425 M8 1920 3124 TR0 12830 27667 37553
162 286 348 498 604 1372 W31 33 5300
2920 6568 %99 MIV 32253
132 ~ I8 ouI o owm m S0
5065 3028 3223 12093
710 1468 -2606 -238B3  -7285 -12638 -1939% -A1780 -53548
-1229 -1034 -1530 -1277 -3305 -4018  -8978 -14220 22443
1800 -1440 2834 1844 7218
' 00 -57 2003 432

-1229 1034 -1550 -1277  -3505  -7158  -6200 -16477 13616

1229 1972 1550 1277 IS5 7158 6201 1477 517

545 681 I724 I572 A0 SO33 6355 262 -1

684 ML <174 <295 255 IS 1S4 9103 582

871 3 -150 -5 2573 875 65T BI7T 5662
13 -6 M R T ¥ [ T S §
509 937

0 1080 0 sz %R

SOURCES: fentral Bank, Ministry of Finance, INF and [BRD,

Notes: 1.

2. Provision for prior year expenses.
3. Masinly cash in regional treasury vaults.
4, Change in counterpart fund balances held with the Comsercial and Savings Bank of Somalia.

Estimated on the basis of counterpart fund receipts and project disbursesents.
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Table 2. Somalia: Exchange Raie Trends, 1985-1988

Honthly Average, Somal: Shillings per LS. Dollar
Parallel
Harket
Exchange
Rate

Year Month
1985 January

February
March
fpril
May
June
July
fAugus!
Septeaber
October
Noveaber
Deceaber

Dlicad

Exchange

Rate

Comercial
Exchange

Ratelc)

Free
Narket

Exchange

Rateid?

114,63

fuclion
Rate (b}

1986 January
February
March
fpril
Nay
June
July
fugust
Seplenber
Ociober
Novesher
Decesber

132,40
137,68
138.5¢
181,46
139.9%
142,48

1987  January
February
Karch
fpril
May
June
July
fugust
Septeaber
Oelober
Novesher
lecesber

fa}
{a)
tal

149,34
150.76
153.40
137. 40
156251
171.64

1988  January
February
March
fpril
Kay
June
July
fAugust
Sepleaber
October
Noveaber

Decesber

{a} Average exchange rate resulting rom biseekly auctions.

b) Auction was suspended on September 17,1987,
te) Comsercial exchange rate was stopped beginning of Brtober (984,

(d} Free sarkel exchange rale was suspended on June 16, 1987,

{at
(a2}
{a)
{a}

fa}
{a}
{a)
la}
fak
(a)
[P}
la}
[F}]
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TARLE 3. SOMALIA:  BALANCE CFF FPAYMENTS ANALYSTS  (Continued)
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TABLE 4.

S0MAL TA

~29-

: EXTERNAL PUBLIC DEBT DUTSTANDING, 1979 - 1988
at End of Period in Millions of Dollars

1979 1980 1981 (982 1983 1984 {983 1986 1987 1988
Tatal External Debt Outstanding 576.2 498,37 995.4 11464 1260.5 (514.9 1453.9 1826.8 1999.5 2004.0
Hultilateral (2.1 189.5 292,72  378.7 454.8  450.7 S57.0  A16.2 7094 79LL5
IMF (incl. Trust Fund) ¢ 17,8 6.4 M6 1227 2.0 1687 155.7 1816 1B2.9
fAfrican Developaent Bank 2.9 2.8 2.3 2.2 i.9 1.% 4.4 4.4 6.8 8.2
African Develapaent Fund 4.9 7.4 7.t 1Lo 7 &0 330 3. 590 4B.0
frab Fund 347 4.8 5.0 47.3 782 72,3 e 13 83.¢ B4
Arab Monetary Fund : 5.7 3.2 3T 822 WS WS KBS WS 7a
European Investaent Bank 4.6 J. 4 . a4 5.4 5.8 2.9 8.1 7.6 2.3 2.9
1bA 62,5 72,2 91,2 1007 1260 1442 Tk 2297 275.7 3129
IFAD 1.1 2.9 5.3 7.8 1.6 149 160 215
Islamic Developaent Bank 1.1 1.4 ™2 Ms 2.8 1.7 3.2 5.2 3.5 8.3
PEL FUnd 2.1 9.8 2.9 358 35T W3 .Y 2.8 29.8 0.4
Bilateral 455.1  529.0  STA.0  605.1  AAC.9  901.2 93,9 1047.4 1087.1 1130.4
OECD countries(l) 43,9 2.2 764 HT.3 1374 4BB.T 50B.7  412.9  bAA.1 b4L4
france 5.7 184 25.8 43 0.9 sk9 BL.Z
Italy 1.6 140 19,5 tB.7 295.6 250.5 244.9 2450 250.8
Japan 0.4 6.8 71,2 78.0 45.8
U.5.4. 294 8.1 T Th2 BT 1A3L189.2 M9 2265 2324
UK. ' 19.5 196 19,8 25,3
Other(2) 4t 1t 157 i5.% 159 1.4 1.4 .4 7.3 1.9
Dther 136.7 178.3 1954 197.6 201.5 1B2.{ 1B2.3 1%0.% 194,37 205.1
Algeria .9 0.9 0.9 6.9 0.9
Irag 27 9.8 8.1 .4 164 433 433 433 3.3 . 453
Kuwait Fund 7.4 7 33 H.4 S TL0 825 834 BB g8,
Fomania 1.0 1.0 3.0 .00 10,0
5audi Fund 1.9 117.8 129.8 129.8 1303 57,3 4.0 5.5 ST 53.2
Yugoslavia b.b 6.6 6.4 6.6 6.8
Frozen debt 2749 88,5 3¢2.2 29%0.2 J02.0 Z30.8 242.9 Z243.8 28,7 281.%
fibu Dhabi 7.0 4.6 BB.%  BR.e 1019 3 AT 3 943 940
F.R. of China 1044 110.3  t10.0 97.5  9b.b 73.3 74,9 73.8 g1 BL.7
Bulgar-a 8.0 6.0 6.0 3.6 4.9
1.8.8.8. 103.5 1636 103.3 1030 103,53 §7.2 &7.7 47,7 62T 1033
Supplier's Credit(3) 104, 103.6 1033 103.0 1034 103.6 1080 14
Financial Institutions(3) 5.0 .5 9.9 40,0 60,0 40,0 0.0 70,
NEMORANDA:
Total Debt Less Frozen Debt 0.3 40,0 $#93.2 B3h.2 95,5 1284.1 1411.0 1583.0 (7i0.8 1722.1
Bilateral Debt Less Frozen Debt 180,2 240.5 271.8 34,9 338.9 470.4 491.0 803.8 B38.4 844.5

-————

Sources: Central Hank of Somatia, Ministry of Finance and INF,

(1) Includes debt rescheduled in 198%.
{2) Inciudes Norway and Densark asong others.

(3) IHF statf estimates.
24-Apr-8% USAID/Soealia
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THELE 4.a. GSOMALTA: EXTERNAL FUBLIC DEBT DUTSTANDING -- PERCENT BREAKDUWN, 1979-1988
at End of Pericd in Fercent of Total External Debt Outstanding

1979
iotal External Debt OQutstanding £00.1%
Multilaterat 200

tHF lincl, Trust Fung! IH
dfrican Development Henk 3%
fifrizan Deveiopaent Fund Lalh
drab Fund 6.0%
frak Moaatary Fund g.0%
Euranean {avesiment Bank 8%
i LB
TFAD 0,
[siasic Developaent Bank 1, 3%
GPED FUnd 0, 4%
Bisveral Ek
SELU counrles 7.9%
france 0.0%
Ttaly 0,797
iapar 0.0%
.9.4. 5.1%
IE, 0.0
Other .45
Gther 23.7%
Algeria 0,07
Irag §.8%
Kuwait Fund L
Ropania 0,iai
Saudi Fund 14,
fugoslavia EN112
Frozen debt 7070
Abu Dhabi 1.8%
F.R. of China 1g.4%
Bulgaria 0,07
1.5.5.F, 18.0%
Supplier s Eredit Y
Financial lastitutiens 0.0%
MEKGRANDA:
Total Debt Less Frozen Debt Ry
Bilaterai Debit Less Frozen Debt I

10,73

Ry

1981 1982 (987 [v84  [965 {986 1987 1984
108,00 100.07%  140,0% 100.0% 100.0% 100.0% 100.0%L 100.0%
2945 T30 AVM 29.8%  33n 3ILUM L& W 39.5)
70 6.9 9Ty na 9L 8.5 .1 9.7
0.7 0.2 0. 0 a3 07 0.3 0,4
Y% AR O 1} N W & AN W J SR 21 AN SO 1V AN O §
0% 5.9 8.7 4B AT 421 A 4
L A 0+ AN S AN S0 AR O (1 A 20 b SR 0% v SR 00 |
0.5 6.5 o 620 0,50 0.5 0.1t 0.1
9.7 947 .80 9.5%  {0.7% 17.e% LA 1L §5.81
g.0% 0.3 g4 0.5% 0.7 0.8% 0.8 1.1
2 2.5 4w 0 0.3 0.7 g 0.3
T A O (v A Y S N AR Oy SR SO v AR BN
57.7¢  52.8%  56.4%  59.9% 96,51 97.3n  59.51  54.4%
7,71 e 1e.9% 352 30.8% 33.61 3291 32.0%
0.0 0.5t t.zr 7% 2,50 2.Bn 0 341 4.0%
(Y 1.7% [9% 13.5% 15,10 13.40 12,30 12.9%
.04 6.0% 0% 0.0% G.AL 3.9% 401 2.3
4,70 4865 1ok 1097 1141 12,310 LLLAL U1LbY
0.0% 0.0% 15, 0% a0 1.2% 1.14 .04 1.2%
1.6% 1.4 13 000t 6L ot 040 0.4
19,87 17.72% 601 12.0% HLOL 10.4% 2.9t 10,7
6.0% 0.9% 3,05 3.1% 0. 1% 0.0% 0.0% 0.0%
TLBY 230 L3 n9 28 2.4 L
95 LAY SR DA S S 5 A UY ) VAN P4 S 5 YA WY § 4
09,1 1,907, 0. 221 0.2% 0.7 0.7 6.9
13,00 10,30 e TBL O 2.8% 0 .85 2.41 2.7
007 001 0.0% 0% 0.4 .4 0,3 0.3
KLOE ¥ AN S ¥ AT T AR U T4 D U T X AR & 70 ¥ S VO S | 94 5
8.9% 7.8 §.1% £ 3.7% 5.2% 4.81 4.7
(L% 8.9% 7T ABY 4,5% 0 &L 4 44X
01, 0% a. 0% G.40% 0.4% 0.4% 0.3% 0.3% 0.2%
10,41 9.01 8.27% 1.8% 4,17 374 3.91 3.1x
10,57 9.0 AT 68 62 5.8 5.3 0T
2,50 9.2 &% 401 e LY Lt st
&9.6%  TATL TR0 B4LBY BS.3L B&.JY B7.31 BA.BY
7.3 2780 L9 A4TE 0 41.8h MLY% 4281 42,2

Source: Table 4.

Zb-fpr-89 USAID/Somalia
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TABLE 5. SOMALIA: MERCHANDISE EXPORT TRENDS, i979-1988
{in Rillions of U.5, dollars) '

......

e it o e ke 4 e 2 e U % o P o o 8 e £ o 3 = s ek A £ o T o e i o . e o P e £ e 1 e Y B e P e P R o R e

......................................................

e e o o 0 B o R e L A e T8 e e R e Y e T oy

......................................................

TZ.0%

3.0

1984 1985 1986 (987 1934
62,0 §3.0 94,7 940 58.4
[l sb A4 39.1 232
4.0 13,0 170 A8 B3
4.3 1.& -- -- na
- -- -~ - na
0.4 0.2 0.b 0.b na
3.7 4.3 4.2 3.5 na
.1 3.9 0.6 Ly na
0.1 4.0 3.9 5.0 119
Fercent Changes
-0 S6.0d fL8L <07 -37.9K
5400 9.4 <55 530 -4
-6,0%  -7.8% 30.8%  20.8% 13.7X
4330 -b7.8% -- -- na
- -- -- - 14
~B2.6% -50.0% 200.0% OG0 na
téo.00 1037 -43n W3 na
0,00 -38.00 -B4.&h Z16.T3 na
0.0%  incr UATLGK -3940 94.3
Merchandise Exports by Catagory
[90.0% 100,05 100.9% 100.9%  190,0%
LALLM AS.9L 2.9 W.T
22,70 1A% iB.0Y 21.87 9.9
6.9% t.7% -- -- na
- -= == -= na
6,68 021 061 0.6 na
6.3 441 441 LW na
.80 420 0,80 2.0% na
0.7 &N 1.5 A4 2008

1979 1980 1981 (982
Total Herchandise Exparts 105.8 134,27 1140 136.9
Live Aniaals H.5 101.7 ?4.0  105.7
Bananas 11.6 B.1 s.0 i4.40
Fuel 01t {2 9.8 - 1.9
Meat and Beat Products 1.3 1.1 0.4 -
Fish and Fish Products 9.3 0.3 ¢.9 3.0
Hides and Skins 9.4 1.0 2.3 6.3
Nyrrh .2 37 3.7 1.7
Dihers {4 2.3 2.7 0.2
Total Merchandise Exports -- 26801 -15.t% 20.1%
Live fAnimals - 3.5 L& 1.9
Bananas = -30,20 -25.91 133,31
Fue] D1l -~ 133,31 -~ -
Meat and Meat Products - -15.41 -43.6% --
Fish and Fish Products -~ 40,00 20098 233,30
Hides and Skias - =35.91 -67.41 (713.%
Hyrrh - 15.6%  0.9%  0.0%
{thers -~ 127,31 B.0% -88.9%
Percent of Total
jotal 100.0% 100,08 1000 100.0%
Live Antmals .41 75,81 Bs0Y  TT.2T
Bananas 1,08 608 5,31 10.7%
Fuel 1! 4.0L 1.3 - 2.8%
Heat and Heat Products 1,20 - 0.8% 0,41 --
fish and Fish Products .8 6. o8 .2
Hides and Skins 8.%% 9.2% 7.0% §.6%
Myrrh e 2.8 A AN
fthers 1.0% LS, 2,41 0.2%

Source: Central Bank, IWF and 1BRD.
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TABLE &, OSOMALIA: MERCHANDISE INPORT TRENDS, 1979 -1908
{In Milliaons of Dollars}

1979 1986 1981 1982 1987 1984 1983 -85 1¥47

Total Merchandise [mperts #/1 289.0  z74.0  143.0  199.0  1B4.2 107.5  f11.9  11Y.2 t14.2
Fandstufts 9.4 436 2700 45 9.8 3.0 181 25.1  30.8
keverages and Tobaceo 7.9 + 7 1.9 4.7 7.3 3.9 [ 4.2 1.5
Textiles and Household Goods 4.7 B 2.9 {.8 2.4 1.7 t.8 23 2.9
Medicine and Chemicals 7. 2:.8 4.0 5.7 8.2 It 1.0 1.3 G.4
Raw Materials for Manutacturing 14é 4,7 2.8 5.2 3.4 3.7 3.1 3.2 3.2
figricultural Inputs 1.6 1.8 1.0 0.1 1.3 -- - -- 2.0
Patrolaua iq.7 651 4.7 B4 577 1.8 31 9.1 2.9
Eanstroction Materiais 7.5 | 1.1 6.7 21,9 9.4 1.6 13.8 1.6
Machiner and Parts 3.4 I8 17.t 18,0 138 4.2 3 1.5 10.0
Transportatica and Paris "4 ITS 155 12 116 7.1 15,6 16.0 B.3
Fara Machinery 6.7 224 0.3 1.0 .4 0.3 - 0.1 0.5
Gther 42.9 2.5 3. §.4 2i 1.6 3.4 B.4 6.3
Annual Fercent Changes

4. nercpangise Ieports - -4.5% 4751 3. -6 423 AT 608 -6
Toafotutiis - 2R3 -37.9% 0 6B -IA.3Y -54.4L 39U BTN 2T
kaverages and Tobacco - =L -73.3N 149,90 3404 -466% -71.8L 28L.8% -64 30
teatiize apd Howsenold boods R SN | A B Y A YA AU S S T N Y O - AN |
Padising and Ches.ocals - 2T.L -73.8% 0 -T.9N 4w Tn 82070 -47. T 30401 -49.20
kaw faterals for Manudfacturing - -3 2RFL 6.9 dosi 819 -3 3.2 62,351
fgricultural Inputs - 33.e% -79.0% -BR.7Y dncr -100.0% -~ - -
Fetroleum -- A6 ~15.%% 4B.EL 29047 AL 0% -13.5% -2 2.7
Tonstruction Materials - Sinaen IR 13T BLLh -ST.% 0 ThLeh -16.9L 0 23R
Bachinery and Parts - 1A% -55. 9.6 -2305E 2.9 .71 B4 -35.51
Transportztion and Parts == DL 0n -58.7% -te. T 6.0% -48.6% 103 6.7 -46.9%
Fara Hachinery - SIBLAT -9.3L 24090 -bL.et 25.0% -100.0% -- 400.0%
Gther - SRR -5 1250 TTRLSY -6402% 60051 186,71 -26.71

Percent of Total Merchand:se leparts by Category

Total Merchandise lmports 100.0% 100,00 100,07 100.0L 00.7% 106.0% foh.0% 100.0% 100.0%
foodstuffs 12,20 15.8%  18.7%  23.0%  tsa0n 12,40 18,28 AH.iE 27,00
Beverages and Tobacco Tooonel LI 2.4 A S Lot 350 L
Textiles and Household Goods 1 G 4.0 0.9 1 1.} f.al Ly LA
Medicine and Chemicals 4 AL A0 2.9% 0 44 L9 0.9 L1t M
Raw Materials for Manufacturing LI b

S TR S | I A i 4 - - - 1,82
.60 LT 4.9n 0 3o 40078 3R.9T 74 260
9% 495 BT iLBL BT 1AL 1167 1AL

Agricaitural Inputs
Petroleua

!
8
e 1.7% 4,00 11X 4,51 104 2.8
l -
3
Construction Materials 1

B U+ 2 B R R T R SR N ]
[ ]
et
Pt

Machinery and Parts T3 1ien 1ned 9w 74 137 ther 13.0n 0 BB
Transportation and Parts i8.8%  13.ed 0.7 a5l Y )3 .61 1347 134 1.4
Fara Machirery 12,7 4.2 0.4%  0.53% n.7E 6,51 -- 0,45 0.4
Ither 1.5 4 350 2 e Tk 47 o 6l

Hoter 1. These figures represent Jeporls recorded by Somali authorities. They consist primarily of cash
iaports but also insclude a portion ot iaparts financed by donors. No adjustments for cantraband
have been nada,

Sanrrp:  Cantral Rank and IWF.
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TABLE 7.4, SOMALIA: VALUE ADDED OF LIVESTOLK SFCTOR AT CINSTANT 1977 PRICES, 1977-1968

fin Millions of Somall Shillings)

Livestock and Livestock Products

Feclusive or Stock Changes

Livestocx Only
Cattle
Lasels
Sheen
npats

Stork Lrange
Catrie
Lamels
Shaag
sty

Saearts
Lattic
’.—3""' H
Shesp
toats

Slavghtars
Cattie
Larels
Sheep

Foats

Livestork Products, af which:
Milk outpot

Mesoranda:
fross Domestic Product
Annual Growth Kate
Gross Domestic Product Exclusive of Stock Changes
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TABLE 8. SOMALIA: MONETARY SURVEY, 1979-88

fiverage
fanyal
{Mitlions ot Somali Shillingsi Srowth Rates
1999 1980 1981 1982 1983 198 1985 1986 987 198 1980-88
Net foreign assets . 38 145 126 -0¢  -l6s2  -1986 2212 9580 -10M22 05T
Central Bank e -195 -804 -197  -18L5 - -5EM -IUE -17019  -407(07
Cosmoreial Bank i % 1420 T Jh4 3484 4475 597 1499
flosestic credit S ME] 0 /@0 e WM S261 0 916 (ST 13904 SR Slokd 38.00
Bovernsent (net) 1231 1902 5% 2400 1805 4778 Mz &1 W2 W18 B2 Y 4
Other 1728 1977 8% 24 1456 5238 B0 L 2033 M 4,04
Public entities i 1551 17227 130 M8 St AN I M08 11846 0.9
Private sector L)) 426 513 1424 1 3127 0 95. 139 102 .90
Broad money 213 3381 #2 Sitb 3348 6478 11&07  [60BZ TS G909 8.z
Domestic Liabilities . Bl 3381 LYl oLl SHB 673 937 13044 THES7  SEARS 4.4
Currency outside banks 1308 1891 1456 1356 1500 3787 ey 1 033 1”0
besand depositsii) 1275 1743 »n - AV ] 2065 384 15348
Tine and saving deposits . 98 147 1084 1192 1543 2185 4691 8182
foreign currency deposits .
of residents 35 1874 1977 1212 TN
Counterpart fundsii} 29 03¢ 9%
Other itessineti 462 443 Yl | -412  -1i49 3[O-We3 -1gw 199 -7
Valuation adjustsent 13 {6z -oid -i552  -1447 614 -IRNW5 29262
Hedium- and long-tera ' .
foreian liabilities -5 1319 80 S i 928
Other itess 462 483 ] =il -2 166 -804 I
Hesorandua items: {Percent change +rom end of previous year)
Domestic credit .2 2 10._5'& 70 8.8 198 20,71 4B.BL 4.8
Government (nat) S5 8. AT -0l 23 8L 120 S
Public entities WA 1L -8 -10.00 B9 I B0t TLLBL B4BY
Private sector 1464 W9 18268 M.ZL 2.8 8.0 1.8 0.1 3.A
Broad money 2.6 0.8 571 ASL AN TS B 3L WK
Domestic 1iabilities 0.7 .8 5T 30 3.8 5 BA OIS %06

Sources: Central Bank, Ministry of Finance and ¥,

(1} Excludes comterpart funds deposits with the Comsercial Bank,
(2} Counterpart daposits with the Coesercial Bank.

2b-fpr-89  USAID/Somalia
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TABLE 9. GSOMALIA: ANNUAL INFLATION RATES, 1978 - 1988
Consumer Frice Index for Mogadishu ¥/}
finnual Percent Changes of Period Averages

Beneral Beverages dtilittes  Transp.
YEAR Index Faad Tobacco  Clothes  fent Fuel 12 Misc.
1375 10.7 1z.9% &.91 &.91 a.17% 21.6% -- 6.9%
1979 23,70 2L 15,81 23,01 3.0% 12.61 -~ 48.51
19840 39.0% 7199 34.30 3.8 18.6% 44,0} -~ 16,21
9B} .67 0.4 M.T .10 50.4% 74,4 - 51.9%
1782 22.47 &. 4% 2.9 0.5 b4.7 71,61 -- 45.9%
1983 I6.4%  40.9% 2.6% 40,41 7.4% 8,71 -- 31,6
1984 32.25 1510 L4E.8F 4L.8%  47.9% 6B - 55.8%
1985 37.8% 13.3% 4,30 M.0Y TR.BL e9.% -- 135.3%
199s 39.8% 23.4% 4091 J2.6Y 0 BOSY 59.9% - §0.21
1987 8.0 o5t 3231 28.BY B9 0.3 19.31 19.94
1988 8l.70  98.2%  &0.61  Th.BL 47.8% g.71 AT 4L 19.61

SOURCES: Ministry of Matienal Plannirg, Central Statistics Department,

Notes: 1. Hased on 1983 Nogadishu Household Income and Expenditure Survey.
1983 (Deceaber! = 106,
Z. This category includes gazsline, bus fares and a domestic airline ticket,
Prior to 1986, bus and taxi fares were included in the miscellaneous category,
Taxi fares were eliminated &s a basket itea in 1984, While gasoline is included
in this category, charcoal and kerosine are part of iitilities and Fual.

19-Apr-8%  USAID/Somalia
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ANNEX B

TABLE 1: Somalia Debt Servicing Payments to the U.S. By USG_Fiscal Year

(us$§ 000,000's)

PRINCIPAL
TYPE OQUTSTANDING
LOAN At 12/31/88 1989 1990 1991 . 1992 1993 1994 1955 1996 1997 1998 1999 2000
A.I.D 11.4 +5 ) .7 7 o7 o7 o7 6 6 o7 .7 o7
pPL480 146.0 3.6 4.2 5.3 5.8 6.4 7.0 7.8 m.w. 8.2 8.4 B.2 8.1
Fusd/ 74.0(est) 13,9 11.5  14.7 15.8 13.4 13.1  12.5° 9.1 7.8 8.0 b/ b/
TOTAL 231.4 18.1 16.3 20.7 22.3 20.5 20.8 21.0 17.8 16.6 17.1 8.9 B.8
a/ Using debt service payments to calculate principal, the Mission estimates that FMS debt may be as high as $100

million.
b/ Not available.
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ANNEX B

TABLE 7: Donor Financing of the Core PIP Projects
(1987 us$000,000 Disbursements)

GRANTS ' LOANS
Ttaly 186.1 IDA 14.5
U.S. 28 .4 Japan 1i.8
Germany 17.7 ADB/ RDF 7.4
EEC 11.6 China 6.0
UN Agencies 6.7 France 4.9
Finland 6.4 IFAD 4.0
U.K. 1.0 Denmark 3.2
Other 4, 1%%* Other 11,6%w+
Sub-Total 262.0 63 .4
TOTAL 325 .4

*amount is that shown in UNDP Annual Report and probably understates
actual disbursements. The Congressional presentation which is
calculated on the basis of the U.S., fiscal year shows total FY 1987
expenditures as $41.9 million of which $23.3 million was non-project
assistance.

**Including §2.8 million of WFP.

*++0f which §8.0 million self-financing.



ANNEX B
TABLE 8: Technical Assistance Grants of Major Donors, by Sector,
Rank Order and Amount (1987 US$000's)
RANK 1 2 3 4 5
General Develop- USA FRG UNICEF
ment¥ (3,462) (1,108} (150)
Ag, Livestock, FRG UK Usa FAO France
Fish, Nat Res (8,038) {5,912) {5,555} 2,667) (407)
Education Egypt Italy USA UNICEF UK
(16,300} (5,000) (1,177} (404) (367)
Health Finland WHO UNICEF Italy Bgypt
(9,825) (2,681} {2,267) (605) (500)
Population UsSA UNFPA

(2,157) (662)

Trade & Industries
and Employment Prance Italy UK FRG

(9,675) (2,347) (1,421) {295)

Transport & Italy FRG
Communications (711) (293)

* The Policy Initiatives and Privatization and (PIPs) and Juba Valley
Analytical Studies projects were classified by the UNDP as general
development issues, policy and planning. The FRG is providing advisory
services to the MONP, This category of projects is basically those for
which MONP is the implementing agency.
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ECONOMIC AND SOCIAL INDICATORS
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ARNEX D

A.I.D. PROGRAM TABLES

Summary Actual A.I.D. Obligations

Estimated Mortgage, Claims on ESF for Projects,
Amount Available for ESF Program Grants

Approved Assistance planning Levels

Proposed Funding Levels

. Project Management Workload

Planned, Approved, Actual and Requested
Staffing Levels

Projected USDH sStaffing buring FY 1990-92
Operating Expenses, FY 1985-87

Operating Expenses Requirements, FY 1990-92



TABLE 1l: Summary Actual

ANNEX D

A.I,D, Obligations {US$ 000,000's)

Economic Support Funds
Development Assistance
P.L. 480

Migration & Refugee
Emergency Relief

TATAL

FY1985 FY1986 FYl987 FY1988 FY1989
30.00 22.01 17.12 25.00a/ 23.25
19.36 22.14 14.28 6.00 4.00b/
20.00 16.50 13.92¢/ 5.00 5.00

- - - 4.00 -
- - - 1.00 1.50
69.36 60.65 45,32 37.00 33.75

a/ $21.0 carried over for obligation in FY 1989.
b/ Does not include deob-reob amounts.
c/ Of which $1.89 for emergency drought assistance.
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ANNEX D

TABLE 3: Approved Assistance Planning Levels (US$ 000,000's)

FY 90 FY 91 Fy 92 FY 93 FY 94

Economic Support Funds 20.0 25.0 26.0 27.0 28.0
Dev Fund Sub-Saharan Africa 4.0 4.0 4.0 4.0 4,0
P.L. 480 a/ 2.0 2.0 2.0 2.0 2,0

TOTAL 26.0 31.0 32.0 33.0 34.0

a/ AAPL projects P.L. 480 only for the first two years. USAID has
straight«lined the AAPL figure for purposes of estimation and
comparability with other projections in the table.



TABLE 4:

Option 1 ~ Current with AAPL

FY 88

ANNEX D

proposed Funding Levels (US$ 000,000's)

FY 89 FY 90 FY 51 FY 92
Economic Support Funds 25.0* 23.2% 20.0 25.0 26.0
Dev Fund for Africa 6.0 4,Q%* 4.0 4.0 4.0
Public Law 480 5.0 5.0 2.0 2.0 2.0
Reconstruction - - - - -

32.25 26.0 31.0 32.0

TOTAL 36.0

gption 2 - Full with ESF AAPL and Mission pProposed DFA and P.L. 480

Previous Page Blank

FY 88 FY 89 FY 90 FY 91 FY 92
Economic Support Funds 25.0% 23.25 ° 20.0 25.0 26.0
Dev Pund for Africa 6.0 4.0%* 10.0 12.0 14,0
Public Law 480 : 5.0 5.0 7.0 6.0 6.0
AEPRP - - - 15-20.0 -
Reconstruction - - 10-15.0 ~ -
_TOTAL 36.0 32.25 47-52,0 58-63.0 46.0
Option 2-Alternative A - Declining ESF

FY 88 FY 89 FY 90 FY 91 FY 92
Economic Support Funds 25.0% 23.25 20.0 19.0 18.0
pev Fund for Africa 6.0 4.,0%% 10.0 12.0 14.0
Public Law 480 5.0 5.0 7.0 6.0 6.0
AEPRP - - - 15-20.0 -
Reconstruction . - - 10-15.0 - -


JMenustik
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ANNEX D TABLE 4
Page 2

Option 3 - peclining
FY 88 FY 89 FY 90 FY 91 FY 92

Economic Support Funds 29.0% 23.25 20.0 ki A
Dev Fund for Africa 6.0 4.0%* 4.0 4.0 4.0
Public Law 480 5.0 5.0 2.0 2.0 2.0
Reconstruction - - - - -
TOTAL 36.0 32.25 26.0 6.0 6.0

*includes $20.0 million ESF grant to be obligated in FY 89.
**Does not include deob-reob funding totally $1,012,000.
***pSF might be provided depending on U.S. strategic interests.
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ANNEX D

TABLE 6: Planned, Approved, Actual and Requested Staffing Levels

---Actual--- Planned  ————- Proposedé/——-—
Fy 87 FY 88 FY 89 FY 90 FY 91 PY 92

UsDl
Approved Ceiling 26 27 25 25 25 25
On-Board at End FY 23 19 21 25 25 25
Ibr
Approved 1 4 3 3 3 3
On Board 1 1 1 1
PASA : 3 _3 2 _2 _2 _2
U.S. Contractors 68 39 24 32 29 —209/
PsC _14 12 A3 Al _10 Ao
OE-Financed 8 8 7 3 5 5d/
Project-Financed 6 4 6 5 5 54/
Institutional
Contractors 54 27 115/ 215/ 199/ 199/
TCNS 113 110 15 11 10 99/
OE Financed 10 -7 “ﬂé— ) —_f -_é-
Project-Financed 1030/ 103b/ 9 9 gd/ 79/
FSHs 426 428 400 412 412 412
FSN/DH 7 6 6 6 6 3
FSN/PSC~USAID 143 149 143 143 143 143
FSN/PSC-FSU 8 8 90 102 102 102
Oriental Contract-
rsue/ 268 265 161 161 161 161

Footnotes

Y, Figures shown are for Options 1 and 2. For Option 3 USAID
projects USDH staffing under the "limited focus" program at 15, 12, and
10 respectively in FY 1990, FY 1991, and FY 1992 and under the
PVO-oriented program, 12, 9 and 4, respectively, in the three yvears.
See Table 7.

b/ Number includes TCNs under GAFCO contract working in Kismayo port
rehabilitation.

¢/ wWumbers reflect delayed arrival SWMp contract team from FY 1989
to FY 1990.

=~/ Requirements are estimated only.

&/ 1ncludes FSNs employed by Oriental Agencies to staff FSU and
guards for FSU compound and residences. Oriental Agencies contract
reduced to gquards only in FY 1989 and others hired as PSCs by USAID.
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TABLE 8: OQperating Expenses, FY 1985-87

($000,000's)

ANNEX D

Proposied
FY85 FY86 FY87 F¥88 FY89
C.E. Dollar Allowance 3.0 2.8 1.8 3.1 2.9
0.E. Trust Fund (USD Equiv.) .8 1.2 1.8 7 1,28/
FAAS .9 .6 .7 .6 UNK
TOTAL 4.7 4.6 4.3 4.4 4.1

a/ Assumes FY 1987 ESF is disbursed as soon as possible and funds

generated in time to use some FY 1989 espenses.

TABLE 9: Operating Expenses Requirements, FY 1990-92*

{($ 000,000's)

Option 1
0.E. bollars Allowance

0.E. Trust Fund**
TOTAL

Option 2
0.E. Dollars Allowance

O.E. Trust Fund**
TOTAL

Option 3A-Limited Focus
0.E. Dollars aAllowance
0.E. Trust Fund**

TOTAL

Option 3B-PVO
0.E. Dollars Allowance
0.E. Trust Fund*

TOTAL

*Table 9 does not include FAAS costs.
**J,S5. Dollars Egquivalent

FY 90

Fy 91

= R
.
~l = N

+

W B
*
-~ =

FY 92

2.9
1.1
4.0



{Dollars in Millions)

4.5

USAID /SOMALIA

MISSION OPERATING EXPENSES

1984 1982 1983 1984 1985 1986 1987 1968

HER AIO/W FUNDED HER MISSION FUNDED B TRUST FUNDS
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ANNEX E

USAID/SOMALIA

WOMEN IN DEVELOPMENT ACTION PLAN

I. OBJECTIVES

In spite of recent gains in education, political participation and legal
status, women in Somalia remain a disadvantaged and vulnerable group.

In health, education and economic status they rank far below men. Yet
in terms of productive activities, women expend more time and energy
than Somali men.

Health: The health status of Somali women is very poor. Somalia may
have the third highest maternal mortality rate in the world--1,100 women
die for every 100,000 births. Causes are related to poor health
services, anemia {which affects at least 35% of all Somali women), poor
nutrition, and complications resulting from the almost universal
practice of a severe form of female circumcision and infibulation.

Education: In spite of a mass literacy campaign between 1973 and 1975,
when literacy rates approached 50% overall and 45% for women, and a
program of universal and compulsory education through the eighth grade,
overall literacy rates are presently declining. Women's literacy rates
are now an extremely low 6% nationwide. Although 8% of women in urban
areas may be literate, the rate may be as low as 1-2% among nomadic
women. In recent years the percentage of primary school enrollees which
are female has risen to 34-35%, however overall enrollment rates have
dropped. Approximately 35% of secondary school students are also
female, but only 18% of university students are women. Major avenues
for women's advancement after secondary school are in traditional fields
such as teacher training and nursing. Only 12% of technical school
enrollees are female, and women are severely under-represented in
agricultural courses in these schools.

Economic Status: In the farming and agro-pastoral sectors of the
economy, women account for approximately 70% of the rural labor force
and perform more than 60% of the rural production work. Throughout the
country, women form the bulk of unpaid labor in agriculture and
livestock production, usually performing work of a subsistence nature in
the family household. Of the 20% of women who are employed in the
formal wage earning sector, 60% are farmers and farm managers. Only
some 11% are sales people and shop owners. Despite their vital
contribution to the economy, women are not provided with training
opportunities or access to improved or appropriate technology. Women
are generally targeted as beneficiaries of social service delivery
programs, but are excluded from active participation in the development
process. This failure to address women's economic potential carries
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serious economic and social consequences not only for women, but also
for the ability of the Government to attain its goal of increasing food

production.

The Mission strategy for addressing the low status of women in Somalia
is to concentrate on reaching women through those activities which they
already control cor in which they participate--i.e., to reach them with

extension training in agricultural tasks they traditionally perform; to
involve them in water managerment issues; to help them develop better
health practices for their families. The Mission will support (and will
also encourage the GSDR and other donors to support) qualified women in
participant training programs, as well as employ them in responsible
positions. On-going projects in the Mission portfolio provide the
vehicle for implementing much of this strategy in selected areas of the

country. Specifically, the Mission will:

1. 1Increase women's participation in agricultural extension and

applied research through the Shebelli Water Management project
{SWMP) and local currency support to the Agriculture Farm Management
and Extension Training (AFMET) project.

2. Ensure that women have access to land tenure/registration
activities through SWMP and any possible new project or program in

land tenure policy or registration.

3. Raise the health status of women, particularly with respect to
eradication of circumcision and increased use of child spacing
through the Family Health Services project.

4. Increase the number and percentage of women receiving
AID-sponsored training.

5. Encourage the GSDR ana other donors to support women seeking
high level positions and higher education, such as women entering

Ph.D. programs.

6. In policy dialogue regarding private sector promotion, stress
the importance of women's productive activities and businesses,
particularly with respect to their role in the informal sector.

7. Share and discuss pertinent information and studies with the

GSDR and other donors. Increase Mission and host government
understanding of strategies/interventions which benefit women.

8. Raise the level of Mission understanding and commitment to the
above obijectives.

9. Seek to empioy at least one mid- or senior-level Somali woman in
either the Program or Project QOffice or in one of the technical

offices.




II. DESCRIPTION OF WID ACTIVITIES

A. Somalia Management Training and bevelopment {SOMTAD)
PACD: 12/31/91; Proposed PACD Extension: 12/31/93

The purpose of the SOMTAD project is to increase the ability of the
public and private sectors to plan and implement economic development
activities by improving management capabilities. This is done through
three components: (1} long-term advisors in key ministries; (2) a
MBA/MPA program; and (3) a Worksite Management Training Unit (WMTU).
Under the MBA/MPA program, 19 of the 194, or 10% of the total students
are women. In addition, one of 14, or 7%, of the language instructors
sent to Cairo for advanced training were women. Under WMTU, four
classes have been held to date., There were women participants in each
class. Of the 180 total trained, 31, or 17% were women. As the classes
train trainers, more women will ultimately be reached through the
program.

Strategy: The SOMTAD project encourages participating organizations to
include a representative number of women as candidates for training and
then accepts as many as possible. However, as only 8% of urban women
are literate, the pool of women who qualify for training is small.
Specifically, the following strategy is being followed:

1. MBA/MPA Program: Applications for the program were separated by
sex. All women applicants who met the criteria for admission into
the program were accepted. The remaining spaces were filled by
qualified male applicants.

2. WMIU: Each time candidates for a new course are solicited,
ministries and private sector firms are encouraged to include female
candidates. This message is continuously repeated-~and women are
being included.

Target: 1Increase the percentage of women attending WMTU by 15% to 20%
by the PACD in 1993,

B. Family Health Services (FHS)
PACD: 12/31/89; pProposed PACD Extension: 12/31/91
i

The FHS project seeks to strengthen the capabilities of Somali
institutions to promote, support, coordinate and sustain family health
programs through (1) the collection and analysis of demographic data,
{2) IEC activities, (3) the delivery of clinical services, and

(4) operations research. Each project component contains WID
activities. The national census taken under the first component will
provide previously unavailable, sex-disaggregated data on occupations,
literacy, the national ratio of men to women, etc. IEC activities help



raise awareness among both men and women on issues that affect the
welfare of women, such as family planning and female circumcision. In
fact, the project made a direct contribution to the GSDR's policy
decision in April 1988 to eradicate female circumcision. The service
delivery component helps motivate couples to adopt family health
practices and the operations research program is geared toward studies
which will improve the overall FHS program. In all project components,
women are the direct beneficiaries as family planning, female
circumcision and family health are all areas which affect either women's
health or their areas of responsibility {(child care, care of the sick).

Project activities are being carried out through the Somali Women's
Democratic Organization (SWDC) and thus support SWDO's capability to
actively support women. Project activities are also being carried out by
the Ministry of Health, the Curriculum Development Center of the
Ministry of Education, the Somali Family Health Care Association, the
Ministry of National Planning and Jubba valley Development, and the
Institute of Women's Education (IWE) in the Ministry of Education.

Strategy: - The FHS project will (1) integrate health messages into
literacy and income generating programs at the Family Life Centers of
the IWE; (2) include family planning/child spacing messages in school
curricula; {(3) promote policy dialogue, particularly among religious and
political leaders, on demographic planning; (4) target more men in
anti-circumcision campaigns; (5) assure sufficient local currencies are
made available to support activities, particularly those needed to
assure publication of the primary school textbooks.

Target:

1989

--Give a RAPID presentation on demographic planning for religious and
political leaders:

--Publish Grades 1 to 6 health textbooks;

1990

-~ Publish Grades 7 and 8 health textbooks;

4- Produce video-dramas for village level audiences;

-- Hold open forum discussions on demographic/health issues with
political and religious leaders in order to promote policy dialog and
educate more men;

1591

--Final project evaluation to assess performance on above.

1



C. Policy Initiatives and Privatization (PIPs)
PACD: 9/30/90; Proposed PACD Extension: 12/31/92

The pIPs project is primarily involved with economic policy reform
issues, including regqulatory pelicies and procedures that affect private
sector performance. Under this, skills training courses for mid-level
private sector employees and management seminars for senior officers of
private enterprises were offered. Seven short courses were conducted by
the contractor on marketing, production information systems, inventory
and microcomputers. Four of 32, or 13%, of the participants were

women. As mentioned for the SOMTAD project, the pool of women eligible
for such training is very small. Hence, while the absolute number of
women trained was not large, proportionately it is more than
representative of the number of gqualified women in the work force.

In the redesign of this project the Mission has limited future
interventions to those which can support economic¢ liberalization and
consequently improve the business and investment climate., Due to lack
of funding, the direct training of private entrepreneurs has been
eliminated. However, participation of Government and, in some cases,
private citizens will be sponsored at seminars/workshops which examine
policies and strategies for supporting the private sector.

Strategy: The PIPs project will (1) improve the incentive environment
and (2) through policy dialogue and appropriate short-term training
opportunities seek to broaden the Government's definition of the private

sector to include recognition of the-important role of the informal
sector.

Target:

1989 |
--Sponsor three individuals to the informal Sector conference in Nairobi;

1990 to 1992
--To he established during project redesign. Will include an evaluation
which will assess progress against WID benchmarks.,

D. Somali Refugee Settlement (SRS)
PACD: 6/30/91; Proposed PACD Extension: 12/31/93

The purpose of the Somali Refugee Settlement project is to develop and
implement viable pilot alternatives which will enable those Ethiopian
refugees who choose settlement in Somalia over repatriation to Ethiopia
to become integrated, self-supporting residents of Somalia. Given that
female-headed households predominate in the refugee camps (as most men
have temporarily left the camps to herd animals) and that many children
are dependent on these women, it is c¢ritical that the SRS project



primarily target women in its program, To this end, the PP states,
"Proposals for grant funding will show the intent to incorporate women,
the measures taken to overcome constraints and the type of involvement
anticipated, as well as the target number of beneficiaries."™ A midterm
evaluation of the Refugee Settlement project, which was completed in
November 1988, noted that the above requirement was not always met. The
evaluation therefore recommended that gquidelines for proposal
development specify that data on the intended participating and
benefiting families must be disaggregated to identify males vs. females
and female-headed households., Additionally, it was recommended that
proposals for over $300,000 include a discussion of constraints to women
participating and directly receiving economic benefits and the measures
taken to address these constraints. Finally, the evaluation recommended
that sub-project final reports or evaluations include sex-disaggregated
data. These recommendations are being included in the PP Supplement
currently under preparation.

Strategy: The SRS project will improve USAID and GSDR knowledge of how
women can help plan and implement resettlement programs,

Target:

1989

--Redesign SRS project;

--Encourage private veluntary organizations to apply for grants;
--Assure all new and future grants require disaggregation of data;
--Assure all grant applicants understand AID's intent to incorporate
women ;

1990
--Assess progress of project and degree to which women are participating
and benefiting from resettlement activities;

1991
--Assess project success and viability for replication;
--Determine how many female-headed households have heen settled.

E. Shebelli Water Management (SWMP)
PACD: 9/30/92; Proposed PACD Extension:5/31/94

This project, which is now in a start-up phase, will help lay the
foundation for the continued development of the Shebelli River Basin
through improved water management {both basin-wide and through
water-user associations}), adaptive research, and rehabilitation of a
part of an established irrigation system. Agro-pastoralism is widely
practiced in the project area, meaning that the men are absent from
their homes for extended periods of time herding animals, leaving the
women pbehind to care for the agricultural land. COver 60 percent of the
farmers in the region are women.

ArS
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Strategy: The SWMP will (1) establish sex-disaggregated baseline data
against which progress can be measured; (2} include at least 60% women
in extension/outreach programs, particularly when the extension programs
address tasks traditionally performed by women; (3) include women
participants in at least 60% of the on-farm trials; (4) encourage and
assist women to register land in their own name during the land
tenure/registration process; (5) support and encourage women's water
groups; (6) assure that a percentage of the overseas participants
receiving training in agricultural sciences and irrigation will be women
{(exact target to be established once needs assessment is completed).

Targets: Additional targets to be established once contractor is in
place and workplans are established.

1989 :

~-Select contractor and assure that contract includes specific
objectives and requirements for data collection;

--Brief team upon arrival regarding Agency objectives for involving
women in project;

~-AID Project Officer to visit site at least every three months to
verify progress;

1990
~=-Mid-term evaluation

1951
1992

~-=-Final evaluation

F. PVO Development Partners (PVOP)
PACD: 6/30/91

This project seeks to expand PVO prodgrams in Somalia and develop the
capacity of Somali NGOs and local groups to actively participate in the
development process. Five Operational Program Grants (OPGs) are
currently being funded under the project. Of these, one specifically
targets women--its purpose is to carry out training activities to
improve the socio-economic conditions of some 500 low income rural women
and their families in the Baidoa district. The other four OPGs work in
health care, small scale agriculture, community development and water
development and management--all areas in which women are directly
involved. Additionally, under an OPG with CARE, the project supports a
credit program for market women which, to date, has had no defaults on
loan repayments. PV(P is also helping a Somali women's PVO with the AID
PVO registration process. Finally, four people have received short-term
training in PVO project management. One of these was a women.



Strategy: The PVCOP project will: (1) require that OPG proposals
disagyregate proposed project beneficiaries by sex; (2) require that
data gathered by new OPGs be disaggregated by sex; {3) monitor OPGs to
ensure that WID objectives, as stated in the grant agreement, are being
met; and (4) learn from the Overseas Education Fund International (OEF)
sub-project and apply the lessons to other agricultural projects.

Targets:

1989
--Assure all new and future grants require disaggregation of data;

--Assist OEF obtain approval for revised sub-project proposal;
-=-Assist indigenous women's PVO obtain AID registration;

1990
--Provide PG support to an indigenous women's PVO;

--Expand the CARE credit program to other women's groups and
cooperatives;

1991

--Summarize OEF experiences/lessons learned;

--Summarize CARE experience with women's credit programs and expand to
other PVOs;

-~Evaluate progress of indigenous women's PVO.

G. Livestock Marketing and Health (LM&H)
PACD: 12/31/91

The Livestock Marketing and Health project is constructing three
quarantine stations, providing training in their use and funding
technical assistance to help establish a guarantine and health
certification program for export cattle. As remaining activities
consist primarily of constructing the three guarantine stations, it is
not practical to introduce specific WID objectives at this time.

Strategy: Determine in the final evaluation, scheduled for November
1991, the extent to which women herders have had access to information
about project activities and, if possible, whether there are any women

traders.

H. Jubba Development Analytical studies (JUDAS)
PACD: 9/30/91

This project carried out various in-depth studies of the Jubba valley.
One study surveyed 1,032 households, collecting sex-disaggregated data
on health, life expectancy, death rates, occupations, etc. The data
from the surveys was analyzed, providing perhaps more detailed and
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accurate information on both men and women and their roles in the Jubba
valley than exists for any other region in Somalia., In addition, the
raw data from the survey was computerized. The studies were done as
part of a larger development planning exercise being carried out for the
Jubba valley. The Federal Republic of Germany (FRG) is financing the
economic studies; A.I.D., the social and environmental work; and the
IBRD, appraisal of the proposed Bardhere Dam construction project and a
related resettlement activity.

Strateqy: The Project Officer is fully exploiting the computerized data
base by sharing it with the Government and donors and discussing its
implications with respect to the construction of the Bardhere Dam and
any adqricultural development activities in the region.

Target: Share the data base on a continuing basis.

I. Local Currency

Two sotirces of U.S. assistance (PL 480 and Economic Support Funds)
generate local currencies which are programmed in collaboration with the
Ministry of Finance and Treasury and the Ministry of National Planning
and Jubba Valley Development. In the past, funds have been used
primarily for agricultural and health projects. Given reduced
generations, the Mission is currently reviewing this list in an attempt
to use this resource for only high priority activities. As a result of
this review, the Mission has identified two inatitutions/projects which
offer potential for reaching women. These are: AFMET, which has
announced its intention of reaching women as at least 50% of its
clients, and the Institute of Women's Education (IWE), which has a
network of adult education centers in rural areas. AID is already
supporting IWE through its PHS project; however there may be scope for
providing additional assistance which can increase the organization's
overall effectiveness.,

Strategy: Seek the Ministry of National planning's support to include
criteria for allocating local currencies which can increase support to

women.

Target:

1989

-~-Discuss in late calendar year when preparing CY 1990 budget;
--WID officer to visit and assess effectiveness of AFMET and IWE;
—--Assist AFMET and/or IWE in preparing 1990 work plan;

1990
--Increase funding for these organizations if recommended;
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1991
--Evaluate impact on women of these two institutions;

--Continue funding if assistance proves effective,

J. Participant Training

Under the auspices of various projects, the Mission has funded long- and
short-term training for a total of 398 participants over the past ten
years. Of these, 79, or 20%, were women. 13% of the women received
long-term training, as compared to 26% of the men. The principal degree
fields for women participants were public health and humanities; only 3%
entered agriculture. One problem which has plagued USAID/Somalia's ’
participant training program is the number of students who do not return
to Somalia after finishing their degree program--particularly
participants in long-term training programs. Preliminary analysis
indicates that women participants have a better return rate than male
participants.

As noted previously, a number of factors limit the number of qualified
women available for advanced degree training. First, the number of
female children enrolling in primary school is low. Second, most
secondary schools are in urban areas, meaning that rural children must
board away from home., As this is culturally unacceptable for females,
secondary school is only an coption for women living in urban areas.
Third, only part of those completing secondary school go on to complete
university. Finally, of those women with university degrees, many are
married and have children. Given the Somali emphasis on the home and
family as the prime responsibility of a woman, most women are unable or
reluctant to leave their families for long-term training.

Strategy: Projects will give preference to qualified women asg described
under the strategy sectjions for individual projects. Women will be
encouraged to apply for training opportunities and ministries and other
entities will be encouraged to nominate women as participants for
training.

Target:

--Increase the number of women receiving AID-sponsored training to 25%
by the end of the CDSS period;

--More fully exploit PTMS software, including follow-up on the 19
incomplete files in order to compare and evaluate performance of women
participants.

IIT. MISSION RESPONSIBILITIES FOR IMPLEMENTING AND MONITORING
PERFORMANCE UNDER THE WOMEN'S ACTION PLAN

1. The Mission's WID Officer, who is also the Superviscry Program
Officer, will assume overall responsibility for ensuring that Mission
activities conform with the WID guidance provided by AID/W.



-
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2. The technical offices engaged in project management will be provided
with WID guidelines, The Project Development and Support (PDS) Office
will be responsible for making certain that WID issues are addressed in
accordance with the guidelines in all project designs and redesigns.

3. The S/Program Officer (WiD Officer), Evaluation Officer, and Project
Development Officer will monitor project implementation and raise

questions regarding participation of and impact on women.

4. The program Office will be responsible for ensuring that sex-
disaggregated data is included, to the extent available, in the Country
Development Strategy Statement, Annual Budget Submissions and Action
Plans.

5. Future Project Implementation Reports will include (beginning in
April 1989) information on women trained; the September 1989 PIR's (due
in November 1989) will assess progress against the benchmarks found in
Section II of the Women's Action Plan. The PDS Office will oversee this
activity. ’

6. The cContracts Officer (CO) will be responsible for ensuring that
regquirements for sex-disaggregated data, the Gray Amendment, and the
*utilization of Women-Owned Small Businesses® clause for subcontracting
are included in contracts, grants and cooperative agreements.

7. WID performance.will be included as a part of each project
evaluation. The Program Office will be responsible for including this
requirement in scopes of work for evaluations.

.8. Individual Project Officers will discuss and seek Government support

to nominate more women candidates for overseas and in-country training.
The PDS/Training Office will provide support and report on numbers and

overall percentages of women receiving training at least twice yearly.

The Mission plans to specify targets for short- and long-term and

in-country training in its next overall Action Plan.

9. The Food for Peace Officer will monitor women's participation rates
in food auctions as an indicator of their participation in marketing.
In the last auction, 26% of the participants were women, an increase
over the previous auction. '

10. The Management Office will alert the Mission Director and WID
Officer when qualified female Somali candidates apply for mid- or
senior-level positions.

11. All Mission officers will take advantage of opportunities to
support qualified women already in senior positions, those seeking
higher positions and those wishing to pursue higher levels of education.
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ANNEX F

RELIEF, RECONCILIATION, REHABILITATION AND RECONSTRUCTION

{Embassy to Submit by Cable)
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