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PREFACE 

There i s  a high likelihood o f  a “peace dividend” for Somalia, including increased in- 
ternational recommitment to provide aid for a l l  o f  Somalia or, in the event o f  a failure o f  the 
new central political institutions, to provide aid at least for those areas with functional ad- 
ministrations that can ensure adequate internal security. This i s  therefore a critical juncture at 
which Somali politicians and the international community need to address four important is- 
sues for the country’s economic and social recovery and development: (i) how the federal 
and decentralized state and economic institutions envisaged in the Transitional Charter can 
be rebuilt; (ii) how to best leverage a vibrant c iv i l  society and private sector; (iii) which eco- 
nomic and social policies authorities should adopt; and (iv) how best can the international 
community help to expand and strengthen the delivery o f  critical public goods (by the private 
sector, local communities, or local, regional, and national governments). 

Building on the constructive and productive partnership between the World Bank and 
the United Nations Development Programme (UNDP)-Somalia, other UN agencies, and 
other Somali Aid Coordination Body (SACB) members, this Country Economic Report i s  the 
Bank’s contribution to better informed and improved future donor assistance strategies, in- 
cluding the ongoing Bank-UNDP Joint Needs Assessment (JNA). The main topics and sec- 
tors covered in the report are political, economic, and social developments; the public sector; 
the private sector; the agricultural sector; the education and health sectors; and conflict- 
sensitive recovery. However, this report did not address in an in-depth and comprehensive 
way the complex issues o f  revenue mobilization options for the federal government and 
revenue sharing between federal and regional governments. These critical issues for state 
building are being addressed by the ongoing JNA. 

In addition to drawing on the extensive literature available on Somalia, various field 
missions to Nairobi, Dubai, Somaliland, Puntland, and the Middle Shebelle region took place 
during January-July 2005. UN and Bank travel restrictions did not permit Bank missions to 
visit other areas in Somalia, but accurate information on the south-central region’s economic 
performance and challenges was nonetheless gathered through Somali and international 
sources with intimate knowledge o f  the region. 

... 
V l l l  



EXECUTIVE SUMMARY 

H a r d  Hit But Resilient and Diverse Economy 

1. The political and economic challenges facing the new Transitional Federal Gov- 
ernment (TFG) and the regional and local authorities in Somalia are formidable. On the 
eve o f  the c i v i l  war, the Somali state was already failing to deliver acceptable public goods 
and services, although the shells o f  i t s  political and governance institutions were st i l l  stand- 
ing, The c iv i l  war swept away al l  central and most regional governance institutions. After a 
decade and a ha l f  o f  c iv i l  war mostly in the south-central regions, a reconciliation conference 
succeeded in 2004 in electing a broad-based national government. However, the authorities 
of Somaliland-in the northwestern regions-do not recognize it. Moreover, there was no 
real reconciliation among clan, militia, and political leaders. Somali politicians and faction 
leaders agreed only with regard to power sharing in the new national political institutions and 
o n  the principle o f  federalism for the national and regional state entities envisioned in the 
Transitional Charter. At present, the authority o f  the newly elected TFG i s  s t i l l  being chal- 
lenged by a breakaway faction centered in Mogadishu. 

2. There i s  also strong regional diversity of security and administrative conditions, 
ranging from continuing c iv i l  strife and absence o f  public institutions in some areas o f  south- 
central Somalia to the relative peace and security and functioning, albeit weak, state and local 
governments in the two northern regional states. The economic and resource base is also 
similarly differentiated, with crop cultivation dominating the economy o f  the inter-riverine 
areas in the southern regions and livestock production and trade dominating that o f  the cen- 
tral and northern rangelands. 

3. The social and economic costs o f  the conflict and of the absence of a central gov- 
ernment have been mitigated by remittances but are nonetheless substantial. Annual 
inflows into Somalia o f  remittances from the Diaspora, amounting to at least US$825 mi l l ion 
in 2004 (roughly 60 percent o f  GNP), have provided a much needed lifeline, mostly to the 
urban but also indirectly to the rural population. Nonetheless, the costs o f  conflict have been 
huge, as implied by rough estimates o f  deficits in population-more than 2 million-and in 
income per capita, which, absent c iv i l  strife, would have been a third higher than the US$226 
mi l l ion for 2002. Poverty incidence at 43 percent i s  also high, especially in rural areas and 
more conflict-affected south-central regions. Many social indicators show some improve- 
ments over the pre-war period, but are s t i l l  dismally low. When compared to that o f  other A f -  
rican economies, Somalia’s performance in economic and health outcomes i s  also mixed, re- 
flecting the development failure o f  the continent since the early 1990s as much as the resil- 
ience o f  the Somali people. Nonetheless, educational indicators place Somalia consistently 
and by far at the bottom o f  Afr ican rankings. 
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4. In addition to the large flow of remittances, the resilience of the economy i s  
largely the result of the vibrancy of the private sector and civil society. The private sector 
has demonstrated its capacity to adapt quickly to unexpected market developments; for in- 
stance, when the Saudis placed a ban on livestock, the private sector shifted shipments to 
other Gulf countries. Unl ike in the pre-war years, absent or weak administrative structures 
provide minimal interference with trade or private sector activities. As a consequence, the 
private sector has flourished, trading with neighboring and Asian countries, processing agri- 
cultural products, manufacturing on a small scale, and providing services previously domi- 
nated by the public sector. Since the mid-1990s, moreover, c iv i l  society-with many non- 
governmental organizations (NGOs) headed by women-has taken an increasingly important 
role in the supervision and delivery o f  public goods and services. 

Mixed Sectoral and Governance Performance 

5. Livestock exports in the south-central regions have suffered in recent years from 
poor security conditions around functioning ports, and in the northern regions from the 
poor veterinary services available for assuring animal health and especially credible 
certification. Moreover, the exploitation of forest resources i s  unsustainable, partly as a 
result o f  natural disasters, but mostly because o f  unchecked and careless human activities. A 
recent ban o n  charcoal exports in the northern regions came too late to save their trees, and 
continuing exports from southern regions are destroying the few remaining trees there. Other 
parts o f  the fragile ecological balance are also threatened by toxic spi l ls  on land and sea. The 
consequent reduction in the carrying capacity o f  the rangelands explains the apparent contra- 
diction o f  lower livestock population but higher offtake rates than in pre-war years. 

6. Crop production in both the rainfed and the irrigated areas in the south-central 
regions, where most of  Somalia’s crops are grown, has suffered greatly from the nega- 
tive effects of  the civil war. Banana production i s  a fraction o f  i t s  pre-war levels, as al l  ba- 
nana exports have ceased. Grain production was almost 80 percent lower in 1993 (when the 
United States intervened militarily to address the famine ravaging the cultivated areas in 
south-central Somalia) and is st i l l  about 50 percent lower than in the pre-war years. The most 
binding constraints to realizing the subsector’s high productive potential in southern Somalia, 
including the revival o f  banana exports, are insecurity and related roadblocks that raise the 
cost o f  f m i n g  and land occupation that displaced many skilled farmers and prevent invest- . 
ment. Other constraints such as lack o f  credit and extension services and poor irrigation and 
transport infrastructure are common to both southern and northern regions. Poorly coordi- 
nated food aid that at times has depressed prices i s  also a factor. 

7.  Somalis have always embraced the sea for the access to trade that it offers, but 
not for the commercial potential of i ts  rich fish and crustacean resources. Maybe 5 per- 
cent o f  the subsector’s sustainable catch was tapped before the c iv i l  war. In al l  regions lo- 
cally based commercial fishing has stagnated as a result o f  the small size o f  artisanal fleets; 
lack o f  industrial operators; and lack o f  adequate storage, processing, and transport infra- 
structures, and despite some fishing being conducted by private parties using former state 
assets. More recently, artisanal fisheries along the northeastern coast suffered from the De- 
cember 2004 tsunami. Illegal or poorly regulated (including for i t s  taxation potential) fishing 
has instead boomed at the hands o f  hundreds o f  commercial foreign vessels, whose catch in 
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Somali waters is monitored neither by local authorities nor international bodies. Piracy o f f  
the southern coastline has also escalated in recent years, raising significantly shipping costs 
to and from Somalia. 

8. For trade overall, exports in 2004 reached a record high o f  about US$265 mil- 
lion, or  about 19 percent o f  current GNP. Partner country aggregate export estimates as 
well as physical shipments from the northern ports (no exports are believed to take place 
from southern ports) also point to a remarkable recovery from the devastating early hit o f  the 
bans imposed by Saudi Arabia on the country’s main export-sheep and goats. Partner coun- 
try data through 2003 also provide evidence o f  diversification o f  exports, for example, into 
chilled or frozen meat-as wel l  as charcoal, which has grave environmental consequences. 
Fueled by a steady f low o f  remittances, (recorded) imports o f  more than US$400 mi l l ion 
have also reached a record high in 2004. Trade taxes are l o w  everywhere, but the combina- 
t ion o f  lower taxes, similarly good security conditions, and stronger historical l i n k s  with the 
United Arab Emirates has diverted much business to Bosasso at the expense o f  Berbera. 

9. Civ i l  s t r i f e  had a devastating effect on the small industrial structure in both 
northwestern and southern Somalia, where it was concentrated. Looting o f  industrial fa- 
cilities, warehouses, and small businesses took place o n  a massive scale, down to the electri- 
cal and window fixtures. The situation improved slightly thanks to international intervention, 
with some old and new small plants restarting operations in mid-1994. The success o f  tele- 
com and money transfer companies provided a further boost in the late 1990s to local and 
Diaspora investment in the sector, as well as some return migration. There have been indus- 
trial investments in the last decade in the northern regions, for example, in fish canning and 
meat processing, but neither i s  close to reaching the level o f  manufacturing activity as in 
Mogadishu, where by M a y  2002 about 25 industrial plants were producing pasta, mineral 
water, sweets, plastic bags and sheets, hides and skins, detergent and soap, aluminum, foam 
mattresses and pillows, fishing boats, packaging, and stone processing. 

10. In al l  regions, the private sector i s  providing sometimes bet te r  and more efficient 
services than the state before the  civil war, as in telecommunications-an international 
phone call costs 50 cents per minute, the cheapest rate anywhere in Africa-and air trans- 
port-Daallo Airlines flies Paris-Djibouti for 40 percent o f  the price o f  Air France. Some- 
times it i s  doing so less reliably and efficiently, as in electricity, water, and sanitation- 
but service i s  now available in towns that never benefited f rom those services in the previous 
autocratic regime. And sometimes, as in the case o f  banking services and roads, only 
minimal services are available. The private sector also offers essential social services, in- 
cluding health and education, whose coverage in some cases extends beyond peak levels 
achieved under the previous regime. Even in the areas o f  court services-dispute resolution, 
contract enforcement, property rights protection, and law and order-Somalis have largely 
relied on private solutions based o n  traditional clan customs. 

11. There are, however, critical gaps in private sector provision o f  goods and ser- 
vices where absence o f  an effective state role i s  fe l t  more acutely. In addition, the very 
limited provision o f  key public goods, especially in ru ra l  southern districts, i s  hurt ing 
both households and the business sector. Moreover, as growth introduces outside play- 
ers  into the economy, state regulation inevitably w i l l  have to increase. Persistent insecu- 
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rity in many regions i s  one of the most important challenges. For instance, air safety i s  
inadequately assured, and poor compliance with domestic and international quality product 
standards (restaurants, medicinal drugs, livestock exports) has harmed public health and the 
economy. Until this year and except in Mogadishu, telecom companies had proved incapable 
o f  establishing local interconnections, so that an international call was needed in order to call 
a neighbor. Business travel i s  made difficult by the lack o f  international recognition for So- 
mal i  passports. Crumbling road networks between the countryside and urban centers and also 
between different regions prevent rural households from supplementing incomes through 
trade and hinder efforts o f  different regions in achieving closer market integration. Finally, 
pure public goods such as health and education for the poor that cannot be profitably pro- 
vided by the private sector are available only to a limited extent through domestic and inter- 
national NGOs and community organizations, and in the northern regions also through public 
administrations. 

12. The legal framework adopted by the administrations of the northern regions and 
the constitutional framework adopted by the reconciliation conference in the Transi- 
tional Charter mirror the market and property rights-friendly framework in place dur- 
ing the decade after independence. Arbitrary rule and seizures o f  private property were 
common in southern Somalia during the c iv i l  war years. In the northern region, instead, new 
constitutions and more stable political or traditional governance structures assured a smaller 
number and faster resolution of business and property rights disputes. In recent months, 
moreover, new liberal commercial, company, investment, and export incentive laws in Soma- 
liland and Puntland have been enacted or are under consideration. Media restrictions, how- 
ever, have been introduced that weaken a potentially powerful instrument for public sector 
accountability. At present, control over land i s  the most heavily disputed issue in al l  regions, 
and wil l continue to be so even after a federal government and regional state administrations 
in south-central Somalia have been established. Many procedures and institutions vital to de- 
termining legitimate t i t le  are missing. Legislation in other critical development areas i s  also 
lacking, but i t  i s  not essential during the immediate recovery period, given the more pressing 
needs to ensure security and strengthen enforcement capacity. 

13. Most contract disputes do not end up in court, but are resolved through tradi- 
tional dispute resolution mechanisms among elders of the families or  subclans involved. 
The insecure environment poses serious limits to people’s willingness to extend trust  beyond 
clan boundaries. Another reason for the lack o f  use o f  existing formal judicial institutions i s  
the general lack o f  t rust  o f  judges, whose education is inadequate, whose whose salaries are 
low, and who are inexperienced and unable to enforce rulings. 

14. The economy i s  dollarized for all large business and personal transactions that 
take place without local commercial banks. Somaliland and Somali shillings are used only 
for small retail transactions. In al l  regions, most small transactions are conducted o n  a cash 
basis, and the remittance companies provide efficient inter-regional and international pay- 
ment services. Somalis’ international trading and family links, moreover, have allowed par- 
tial access to foreign banking services in neighboring countries. The money supply during the 
c iv i l  war has suffered from some large injections o f  currencies by private business people 
and mi l i t ia leaders that, together with supply disruptions resulting from the security situation, 
have stoked inflation and exchange rate depreciation. This process came to a halt thanks to 
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more responsible behavior o f  foreign suppliers o f  banknotes as well as the dwindling sei- 
gnorage from issuing the small denominations accepted by the public. 

15. Somalia’s external debt has ballooned from around US$2 billion before the civil 
war to more than US$3.2 billion by end-2004 because of interest arrears. Donors, rec- 
ognizing Somalia’s inability to pay, have been providing humanitarian and develop- 
ment assistance as grants, and it i s  likely that this will continue for some time into the 
future. In the medium term, when improved conditions wil l necessitate additional funding 
from multilateral institutions that are currently constrained in their financial assistance be- 
cause o f  the arrears situation, the donor community wil l undoubtedly find a solution to So- 
malia’s debt burden and arrears problem. Nonetheless, some creditors, including some multi- 
lateral institutions, may insist  on an understanding about debt payments and policies to 
unlock even their nonfinancial assistance. 

16. Fiscal management in the northern regional states suffers from some of the same 
i l l s  as during the pre-war years: low revenue collections, expenditures mostly for secu- 
rity and general administration, and poor planning and coordination of development 
projects. Trade taxes, mostly specific rather than ad valorem and including export taxes, are 
the source o f  more than 80 percent o f  annual fiscal revenues that have fluctuated widely in 
recent years but that are around US$22 mi l l ion for Somaliland and US$16 mi l l ion for Punt- 
land. Min imal  allocations o f  expenditure are made for the provision o f  public goods such as 
infrastructure and social services. Compared to the pre-war period, deficit financing is lim- 
ited to semivoluntary loans from major business people that are repaid through tax exemp- 
tions rather than central bank inflationary financing. Limited availability o f  data prevents a 
thorough analysis o f  regional and local administrations operating in south-central Somalia, 
but indirect evidence suggests that public sector institutions in this part o f  the country are 
weak or absent. 

17. In education and health, the poor quality of and limited access to services- 
although provided to a much larger extent than before the civil war years by communi- 
ties, NGOs, and the private sector-continue to jeopardize the future of  Somali children 
and the productivity of i t s  workforce. Somalia has indeed lost two entire generations f i rst  
to a failed government in the 1980s and then to c iv i l  conflict in the last decade and a half. 
These generations have received l i t t le  or no education and training and have been unable to 
take up productive roles. Such a loss o f  human capital has and wil l continue to have enor- 
mous costs both to individual households and to a society attempting to rebuild a shattered 
economy and government. O f  most concern are the very l o w  indicators o f  educational quality 
and o f  enrollment in primary schools, especially o f  girls. And similarly in health, chi ld and 
maternal mortality and tuberculosis are primary concerns. Moreover, the lack o f  employment 
opportunities has also created lethargy, depression, and a much higher dependence than dur- 
ing the pre-war years on khat-the stimulant shrub imported mainly f rom Ethiopia and 
Kenya-among a high proportion o f  young men and also an increasing number o f  women. 
Khat chewing (usually in groups at night) at a cost o f  about US$5 per person leaves people in 
a severely debilitated state and usually ineffective for any early work the next day. Owner- 
ship and management o f  educational and health facilities vary widely across regions, with 
local authorities in Somaliland playing a major role in primary education and health care, 
unlike in Puntland and south-central Somalia, where communities, NGOs, and parents domi- 
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nate. In al l  cases, public funding i s  inadequate, and communities and parents share a s ign i f i -  
cant portion (1 00 percent in south-central Somalia) o f  the costs o f  “public” education through 
users’ fees and contributions to teachers or health providers’ salaries. Private provision cov- 
ers f rom 15 to 20 percent o f  a l l  the services provided in the country. Teachers in the public 
system are poorly paid and lack the sk i l ls  and motivation to perform. In health, in addition to 
these same concerns, an uncontrolled expansion o f  unqualified health workers offering medi- 
cal or other services threatens the quality o f  care. 

Fostering Economic Recovery 

18. There i s  a high likelihood of a “peace dividend,” including increased foreign aid, 
for al l  o f  Somalia, if the current efforts at re-establishing security and governance institutions 
at the national level and in the south-central regions succeed. In fact, a Joint Needs Assess- 
ment (JNA) led by the Wor ld  Bank and UNDP and supported financially by the donor com- 
munity has already started and wil l map out in the next six months a detailed plan o f  inter- 
ventions and suggestions for donor assistance. However, in the event o f  a failure o f  such ef- 
forts, there may s t i l l  be scope for the donor community to work with functioning regional and 
local governance institutions in peaceful and secure parts o f  Somalia. In either case, external 
assistance needs to avoid the temptation to rebuild large state structures and instead build 
largely on existing local and community initiatives for service delivery. 

19. Given the risk for relapsing into conflict, federal, regional, and local authorities 
and donors should carefully consider the potential impact of the policies, programs, and 
projects they propose on the conflict environment to ensure that they do not contribute 
to conflict escalation but instead, if possible, contribute to conflict de-escalation. In the 
Somalia context, the first recommendation stemming from the analysis o f  the drivers o f  con- 
flict regarding the recovery, reconstruction, and development strategy i s  to avoid fueling 
clan-group competition by understanding which group benefits and which does not from the 
proposed approaches and interventions and what the stakeholders’ perceptions are. Other 
recommendations include encouraging and supporting cross-clan or clan-neutral or bridging 
activities and partners, such as the establishment o f  nationwide and regionwide professional 
associations; understanding the positive role that the common religious heritage and beliefs 
o f  Somalis can play in re-establishing social norms and values and in enforcing law and or- 
der; avoiding excessive channeling o f  aid to centralized agencies with l i t t le  accountability; 
preferring small across-clan projects over large and l ikely more controversial ones; offering 
the opportunity to strong Somali communities to take the lead in reconstruction projects; tap- 
ping Somali human resources locally and in the Diaspora; supporting business chains (in- 
cluding transport) that reinforce economic linkages and mutual dependencies across clans; 
promoting sustainable exploitation o f  natural resources transparently and fairly; supporting 
representative institutions; disarming, demobilizing, and reintegrating combatants; and pro- 
viding employment opportunities by supporting reconstruction o f  infrastructures and private 
sector development. 

20. Given the limited availability of financial and human resources in the public sec- 
tor, the likely modest amount of  aid from the international community, the mistrust 
most Somalis still harbor for state institutions, and the vibrancy of  local community 
and business initiatives, any effort at rebuilding state institutions will need to be ac- 
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companied by an exceptionally strong accountability framework. The federal govern- 
ment’s responsibilities in the economic and social realm are and should remain very limited, 
as listed in the Transitional Charter. Thus, the donor community should avoid building ca- 
pacity and a new large bureaucracy at the federal level to regulate or deliver services. At the 
regional state level, where the Charter places most o f  the public sector’s responsibilities for 
economic and social sectors, the authorities and the donor community should assure strong 
accountability and should concentrate attention on light and simple regulations and incen- 
tives needed for lower levels o f  government, communities, NGOs, and the private sector to 
improve their activities. Direct service delivery in most cases (for example, water services) 
should be l e f t  to district government and municipalities, communities, or NGOs. There are 
numerous examples on the ground o f  public-private partnerships (for instance, garbage col- 
lection in Hargeisa and water provision in Bosasso) for service delivery that can be expanded 
and replicated. Social funds can be a powerful instrument o f  support for decentralized service 
delivery, but they should be allowed to channel their resources through established local 
councils-as has been the case in Sierra Leone-in addition to through communities and 
voluntary organizations that remain totally dependent on donor funding. 

21. For those areas where the public sector will play a role, existing systems of plan- 
ning, budgeting, financial controls, and reporting need urgently to be strengthened and 
made transparent to assure responsiveness to the population needs and accountability 
of state structures and public servants to taxpayers and donors. Until such systems are in 
place, especially the financial control systems, large aid flows would create perverse incen- 
tives in weak governance environments. Whi le i t  should be possible to design and implement 
projects quickly to strengthen public financial controls in secure parts o f  the country with 
functioning institutions, in other areas donors should consider temporary disbursement 
mechanisms for increased aid flows-such as to regional social funds-through either gov- 
ernments or multidonor independent agencies that can ensure acceptable levels o f  financial 
controls. Donors should also strongly support development o f  other institutions o f  govern- 
ance accountability, such as freedom o f  al l  media. Careful thought needs to be given to the 
scope o f  the medium-term agenda for rebuilding and strengthening state institutions, as wel l  
as to issues o f  pay and size for the federal and regional c iv i l  service and to a revenue strategy 
consistent with a focused and limited role for the various levels o f  governments. An impor- 
tant area to explore wil l be how to extend public service delivery to those poorer parts o f  the 
population that may be severely underserved by primari ly private sector and/or community- 
based delivery mechanisms, given indications that currently i t i s  only the better-off who can 
afford to pay. 

22. Sectoral pol icy actions by the authorities, especially in the regional states, are also 
necessary to address some o f  the country’s urgent recovery and development challenges, as 
summarized below. To start addressing the environmental crisis and the deficiencies noted 
in this report in natural resource management, the authorities will need to develop enforce- 
ment capacity in select areas. An example i s  enforcing the ban on the export o f  charcoal and 
the import and domestic production o f  plastic bags. In the medium term, they should also re- 
vive o ld  regulations on the use o f  grazing lands. High priorities that donors may wish to sup- 
port include the toxic spills on land near Hargeisa and at sea. In the medium term, it will be 
important to promote alternative, cleaner, and environmentally friendly cooking technolo- 
gies. 

xv 



23. To foster the revival o f  agricultural production, public sector provision o f  animal 
and plant health and certification services i s  an urgent priority. The authorities need also to 
play a crucial, albeit not necessarily direct, role in the resolution o f  agricultural land disputes 
and the re-establishment o f  security in the inter-riverine areas. Once these issues are re- 
solved, attention should be given to the rehabilitation o f  irrigation infrastructures, possibly 
with private sector involvement engagement with appropriate doses o f  technical assistance 
and financial support f rom donors. In the medium term, i t  wil l be important to identify inno- 
vative ways to increase farmers’ access to information for enhancing land productivity with- 
out necessarily rebuilding a large publicly run extension service. To enhance fishery produc- 
tion, financial assistance i s  necessary for the development o f  supportive infrastructures, such 
as access roads to coastal towns, jetties, and community-owned cold storage facilities. 

24. In trade, there i s  scope for enhancing revenue-raising capacity and authority by the 
federal government. However, trade taxes must be kept l ow  (except for on “bads” l ike khat 
and easily monitored luxury goods), changed from specific to ad valorem, and also made 
nondiscriminatory to maintain private sector vibrancy as well as revenue buoyancy and 
transparency. In macroeconomic management, Somaliland and Puntland regional authori- 
ties should scrap the current dual exchange rate systems, and federal authorities should es- 
chew them as they carry no benefit and undermine their revenue collection efforts. In addi- 
t ion to revenue mobilization, the other major challenges for the authorities are to provide 
small-denomination bills and cost-efficient coins to meet the need o f  small-scale transactions 
and foster the provision o f  deeper financial services by the private sector, while continuing to 
rely on foreign currency in circulation for settling major transactions. Since it will take time 
to develop important credit services, donors and the authorities should explore ways o f  accel- 
erating private provision o f  trade finance by enhancing the technical capacity o f  remittance 
companies and facilitating the establishment o f  l i n k s  with foreign commercial banking part- 
ners as well as between domestic and foreign supervisory agencies. Building domestic super- 
vision capacity would best be accomplished by leveraging foreign rules and expertise to as- 
sure both technical assistance and jo int  regulation and supervision o f  new private banks in 
Somalia for an interim period. 

25. To enable the private sector to expand the production o f  private and public goods 
and services, there i s  a need for the regional state authorities to assure better security, foster 
private investment in power plants and grids o f  efficient size, support local capacity to meet 
international sanitary and phytosanitary standards, and rehabilitate key transport infrastruc- 
ture like roads, ports, and airports that can integrate al l  the regions in a unif ied domestic 
market as well as in the global marketplace. The federal and regional governments should 
work-but at arms’ length- with donors to promote broad-based sectoral business associa- 
tions that can also help bridge clan divides and suggest and implement self-regulations. In 
partnership with donors, i t  can also facilitate access to international business instruments, al- 
though this i s  a medium-term priority. In terms o f  the legal framework, new laws are not 
urgent priorities, but there i s  indeed an urgent need to rebuild a lean federal court system and 
to encourage the establishment of  a modern, formal arbitration system by large businesses to 
provide viable channels for the resolution o f  larger, cross-regional, and cross-clan business 
disputes. 
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26. Education can be an important symbolic rallying cry in Somalia for exploiting the 
peace dividend, as it has been in several conflict-affected countries. In Somalia, the strategic 
priorities in education and health ought to be to make the best possible use o f  constrained 
public resources, to assure the quality o f  service delivery, and to expand access. Thus, the 
public sector needs to concentrate urgently on light regulation to ensure minimal acceptable 
standards o f  services and qualifications, on training o f  teachers and health workers, on cor- 
recting gender bias in education, on prevention o f  such infectious diseases as tuberculosis, o n  
rehabilitating uneducated mi l i t ia fighters, on adult education to reach the lost generations, 
and on assuring access by the poor to primary services by leveraging as much as possible and 
fostering existing community, NGO, and private sector providers. Secondary education, in- 
cluding standardization o f  curricula, tertiary education, and curative health services can be 
le f t  in the hands o f  community and private providers, with access issues le f t  largely to the 
voluntary systems o f  social protection in place (clan-based and NGOs) at least through the 
short and medium terms. 

27. In conclusion, to achieve the  long-term goals o f  poverty alleviation and sustained 
economic growth within a constrained governance and human and financial resource 
environment, Somali authorities and donors should design their public sector interven- 
tions and their investment and technical assistance projects to build lean, efficient, 
competent, responsive, responsible, and accountable state institutions that can leverage 
in creative ways the resiliency and potential for  service delivery o f  the Somali people 
through their public, private, local, and community institutions. Assuring peace and se- 
curity, providing a light but effective regulatory framework, maintaining responsible macro- 
economic management, rebuilding damaged infrastructures, and investing in access by the 
poor to basic, good-quality social services, especially education, are key for future sustain- 
able growth, poverty reduction, and rehabilitation o f  the country’s lost generations. 
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1. A NATION STILL IN SEARCH OF A STATE 

F r o m  Democracy to Dictatorship 

1.1 Somalia, a sparsely populated country in the Horn o f  Afi-ica and a nation s t i l l  in 
search o f  a state,’ has been without a functioning central government since January 1991, 
when the mil i tary regime collapsed and c iv i l  war among clan militias broke out. During the 
subsequent decade, de facto decentralization o f  political power largely along clan lines has 
occurred, with varying degrees o f  territorial control achieved by mi l i t ia leaders and local ad- 
ministrations in different areas o f  the country. 

1.2 The country experienced only nine years o f  multi-party democracy after two colonial 
territories, British Somaliland and Italian Somalia, peacefully united to form the Republic o f  
Somalia in 1960 and before the 1969 coup d’ktat by Siad Barre. In i t s  first decade, Siad 
Barre’s government aligned itself with the Soviet bloc and followed a dirigist economic 
planning model that proved unsuccessful at generating economic growth and sustainable de- 
velopment. Coupled with mounting domestic dissatisfaction with governance and economic 
performance, the defeat in the 1978 war with Ethiopia, with which the former Soviet Un ion  
had sided in the conflict between i t s  two erstwhile allies, proved a turning point on both the 
political and economic fronts. 

1.3 On the international and economic pol icy front, the regime switched political alle- 
giance to the Western camp and began in the early 1980s a partial, gradual, and reluctant 
program o f  financial and economic liberalization in a finely balanced attempt to improve 
economic performance and attract foreign aid from its new allies, while at the same time 
maintaining political control over key economic assets and institutions. 

1.4 O n  the domestic political front, the response by Siad Barre’s regime to the mounting 
internal threat to i t s  political survival was to centralize power around the president and to fan 
and exploit clan rivalries, beginning with the harsh repression meted against the clan to 
which most o f  the leaders o f  the 1978 failed coup belonged. Loyalty replaced merit, as Siad 
Barre became increasingly reliant o n  nepotism and patronage. The state’s controls over do- 
mestic resources and aid were used not for development purposes but to reward selectively 
pliant subclans and their leaders and businesspeople and punish disloyal ones. Such tactics, 
however, soon backfired, as they fueled the rise during the 1980s o f  armed, clan, and sub- 
clan-based opposition movements first in the northeastern region, and then the northwestern, 
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southern, and central regions of Somalia-everywhere but the southwestern part o f  the coun- 
try, from which Siad Barre’s family originated. 

Collapse of the State and Wrenching Conflict 

1.5 Unfortunately, clan elders and mi l i t ia leaders proved incapable before and after the 
overthrow o f  the Siad Barre regime o f  forging an alternative political arrangement to govern 
the country and to prevent the collapse o f  the central government and a protracted c iv i l  war 
among clan militias that brought widespread human rights abuses against the civilian popula- 
tion.* In the first ha l f  of the 1990s in south-central Somalia, the c iv i l  war destroyed most o f  
the social and economic infrastructure, forced large population displacements, disrupted food 
supplies, and led to mass starvation. The international community mounted an unprecedented 
humanitarian and mil i tary operation (first led by the United States and then by the UN) but 
failed to end factional fighting or engender a process o f  national reconciliation. Fol lowing the 
failed peacemaking attempts by U.S. and UN missions in the early 199Os, a low-intensity 
state o f  conflict and anarchy has persisted to this date in southern and central Somalia, with 
only small pockets having in recent years established localized and weak forms o f  govern- 
ance. 

1.6 The Bay  and Bakol  regions established a well-structured regional authority under the 
United Nations Operation in Somalia (UNOSOM) and later by the Rahanweyn Resistance 
Army (RRA). However, the administration collapsed twice, in 1996 after r ival  militias occu- 
pied the region and again in 1999 after differences within the RRA led to fierce fighting 
within i t s  ranks and insecurity in the region. A process o f  reconciliation was initiated in July 
2004 but has yet to be finalized. The regions remain moderately secure, with some security 
forces and local administration under the control o f  the RRA leaders. 

1.7 In August 2000, a Somali National Peace Conference in Dj ibout i  formed a Transi- 
tional National Government (TNG). However, the T N G  was unable to establish i t se l f  as an 
effective administration beyond a small area in and around Mogadishu, and i t s  official man- 
date expired during the summer o f  2003. Recurring clashes among local clan-based militias 
frequently break out. The Banaadir region that includes the capital Mogadishu remains a di- 
vided city contested by various factions. However, the capital i s  also the seat o f  a very vi- 
brant commercial sector, expanding educational institutions, and Sharia courts under differ- 
ent jurisdictions. It i s  also the seat o f  some remnant o f  local police under the definct TNG 
and several sea and airports controlled factional leaders. In the Lower Shabelle region, seri- 
ous conflict over the control o f  the r ich agricultural and marine resources continues to pre- 
vent formation o f  a regional authority. Different political and mi l i t ia groups claim ownership 
o f  various pieces o f  land and the control o f  the port ci ty o f  Merca. In recent years, the pol i t i -  
cal and security situation has been stable in the Middle Shabelle region under a newly formed 
administration. 

~~ 

* The only attempt at engineering a peaceful transition before the insurrection reached the capital c i ty  was made 
in 1990 by about 100 elders f r o m  a l l  clans-the Manifesto Group-but it was immediately rebuffed by the regime, 
wh ich  jai led i t s  leaders, charged them with treason, and condemned them to  death. The subsequent international 
outcry and the popular show o f  support in the streets o f  Mogadishu for the Manifesto elders l e d  the regime to  
reverse i t s  repressive approach, but bo th  Siad Barre and the uncoordinated clan-based armed movements con- 
tinued to ignore their pol i t ical proposal and pursued their clash to  the end. 
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1.8 The administrative and security situation is similarly unsettled in the Lower Juba 
area, around the port o f  Kismaayo near the Kenyan border. A clan-based regional authority 
followed the collapse o f  UNOSOM administrative structures after 1994. Since then, the port 
and the surrounding agricultural and forest resources were contested and changed hands 
among different factions a number o f  times until another clan-based movement, the Juba Val- 
ley Authority, established in late 1999 a firmer grip. The Middle Juba and Gedo regions have 
similarly seen l i t t le  peace or any semblance o f  organized administrative authority since the 
c iv i l  war started. The Gedo region also experienced mil i tary incursions from Ethiopia, osten- 
sibly to pacify the common border area o f  any element o f  Islamic militant groups. 

1.9 T o  the northwest o f  Mogadishu, in parts o f  Mudug and Galgaduud regions, the gov- 
ernors and district commissioners appointed under the U N O S O M  in 1993 st i l l  claim author- 
ity, but with no visible authority or legitimacy to govern. There are no structures for provid- 
ing public services, but parallel power structures run by elders and Islamic Sharia courts op- 
erate in the region. Similarly, in the Hiraan region, no elected authority exists. The gover- 
nor-who was appointed in early 1993 and served until his death in 2004-and other local 
administrative bodies exercised l i t t le  authority and had little capacity to deliver any social 
service. Traditional leaders and an array o f  other civic groups and Islamic Sharia courts 
maintain some security. 

1.10 The northern regions, instead, managed for a longer timeframe and with considerable 
success to limit internal and external violent confrontations, establish functioning political 
and administrative organs o f  governance, and ensure relative personal security. Since for- 
mal ly seceding from the rest o f  Somalia in M a y  1991, the regional state o f  Somaliland in the 
northwest has been rebuilding state structures within the boundaries o f  the former British 
protectorate. And fol lowing the failure o f  various national reconciliation efforts, the regional 
state o f  Puntland was formed in August 1998 as an autonomous self-governing entity in the 
northeastern region-albeit one s t i l l  wed to the long-term goal o f  Somali unity. Both regional 
states claim political control over two border areas, Sanaag and Sool, where there are divided 
loyalties to either side. 

1.1 1 Although it was twice affected by c iv i l  strife (1992 and 1994-96), Somaliland has 
managed to establish a bicameral parliament, judiciary, police force, and municipal structures 
and to hold a locally financed referendum on a constitution in May 2001, local elections in 
December 2002, and presidential elections in April 2003. Whi le shifting gradually from pure 
clan politics to party politics, the political debate has recently focused on the parliamentary 
elections planned for 2005. Despite Somaliland’s claim to independence, however, i t has not 
secured political recognition by the international community, which continues to uphold the 
territorial integrity o f  Somalia. Relative security has revitalized the economy, private activity, 
remittance flows, and an active NGO sector. In partnership with the private sector and other 
c iv i l  society organizations, Somaliland also has succeeded in restoring basic public services 
and attracting reconstruction and development assistance, though at modest levels. 

1.12 In Puntland, the failure to agree on a transfer o f  power at the end o f  the previous ad- 
ministration’s term led in June 2001 to a constitutional crisis and a br ief  bout o f  factional 
fighting, but an internal negotiated provisional settlement was reached in 2003. The transfer 
issue was resolved peacefully in July 2004, with an extension o f  the mandates o f  the parlia- 
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ment and the government by six months instead o f  the two years originally proposed and the 
appointment of a new leaner cabinet. Puntland’s impact on public services and the economy 
has been more limited than in the northwest, as i t s  administrative structures are less mature, 
its infrastructure less developed, and i t s  sources o f  potential revenues more limited. Nonethe- 
less, relative peace in the northeastern region has fostered commerce, inward investment by 
the Diaspora, and some international development assistance. 

1.13 The Somali c iv i l  war i s  neither a traditional clan war nor a byproduct o f  East-West 
competition in the Horn o f  Africa, though those two dimensions have played varying roles at 
different times. I t  i s  a modem conflict that has been fed by a long l i s t  o f  grievances against 
the state, its policies, i t s  ruling elite, and i t s   client^.^ I t s  roots are in the blockages o f  the 
command economy that the Siad Barre government attempted to impose on the country after 
the coup in October 1969, i t s  reluctant and partial move toward economic liberalization in 
the 1980s while at the same time attempting to use state levers to maintain political control, 
its growing reliance on a small group o f  family, subclan, and business associates to run the 
country, and its intensified pol icy since 1978 o f  “divide and rule” toward clans, regions, and 
business interests. While none of these moves proved successful for the country in the long 
term, they sowed such deep divisions in the country that i t  was only after a decade and a hal f  
o f  c iv i l  war and strife that a reconciliation conference (the 14th) succeeded in electing a 
broad-based national government. 

Reconciliation Leads to the Transitional Federal Government 

1.14 The Somali National Reconciliation Conference that began in October 2002 in Kenya 
led to representatives o f  22 Somali groups establishing a 275-member Federal Transitional 
Parliament in August 2004, largely based on clan affiliation. In October 2004, the parliament 
elected Abdullahi Yussuf Ahmed, the former president o f  Puntland, as the interim president 
o f  the Transitional Federal Government (TFG) o f  Somalia. The fol lowing month, 
Mr Abdullahi selected Ali Mohammed Ghedi as Prime Minister, who in turn obtained ap- 
proval o f  his cabinet in January 2005. The establishment o f  a broad-based TFG i s  a positive 
but only a f i rst  step in the long road o f  rebuilding the Somali nation, ensuring continued 
peace and stability, and moving the country onto the path to sustainable development. 

1.15 Despite the length o f  the negotiations in Kenya, there was no real reconciliation 
among clans, warlords, and political leaders, but only an agreement over power sharing under 
a Transitional Charter and over the principle o f  federalism among regional states for the fu- 
ture. Moreover, the long squabbles among politicians owing to security concerns over the 
temporary seat o f  government-Jowhar was finally chosen in June 2005 over Mogadishu- 
and over the role o f  foreign peacekeeping forces have fueled political divisions that raise 
concerns about the TFG’s future. At present, the authority o f  the newly elected TFG’s i s  st i l l  
being challenged by a breakaway faction centered in Mogadishu. Among the many dif f icult  
challenges the TFG will have to address i s  a t rue reconciliation process among Somalis 
themselves, a definition o f  i t s  role vis-&vis regional states (especially in south-central Soma- 
lia, where such administrations have yet to be formed or lack legitimacy), and negotiations 
with the self-proclaimed independent Somaliland. 

Roland Marchal and Christine Messiant, Les chemins de la guerre et de lapaix, Paris, Karthala, 1997, Ch. 3. 
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1.16 Members o f  the international community met on various occasions in October 2004, 
March 2005, and M a y  2005 to discuss how best to support the TFG. Their declarations have 
emphasized shared priorities o f  peace building, reconciliation and reconstruction, and have 
highlighted the need for Somali ownership o f  these principles. In addition to providing lim- 
ited provisional financial assistance to the TFG, they are currently (December 2005) support- 
ing a Joint Needs Assessment led by the UNDP and the World Bank. 
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2. RECENT ECONOMIC DEVELOPMENTS 

High Economic Costs Resulting from Civil Conflict and Absence of  a State 

2.1 In 1989 Somalia, a large country sparsely populated then by about 6 mi l l ion people 
(and today by about 7.4 million), was already one o f  the poorest and least developed coun- 
tries in the world.4 During the subsequent decade, the c iv i l  conflict, absence o f  government, 
continuing insecurity in many parts o f  the country, and inadequate access to basic services 
and infrastructure caused welfare and poverty to decline compared to both pre-civil war 
times and the economy’s potential achievements without c iv i l  strife. The cost in loss or dis- 
ruption o f  human lives alone has been staggering, with a population deficit-relative to ex- 
pected levels on the basis o f  pre-1980s long-term growth pat terns-of  about 2 mi l l ion people 
who have been ki l led by war and disease, who were never born, or who emigrated-in addi- 
t ion to 350,000 internally d i~p laced .~  

2.2 The cost in economic and social development has also been high. Although compari- 
sons with pre-war statistics (and other countries) are only indicative because o f  the lack o f  
recent national accounts estimates, the partial geographical coverage o f  household survey 
data, and the poor quality o f  available statistics (including for poverty and population), esti- 
mated per capita income in 2002 o f  US$226 (UNDP 2003) i s  4 percent lower in real terms 
than the Wor ld  Bank estimated for the 1988-90 period. Increased remittances (see paragraph 
2.18) have partially offset a larger drop in per capita output. But the opportunity cost in terms 
o f  lost growth i s  much more than that. For example, at a steady growth rate o f  2 percent- 
comparable to that experienced during the mid and late 1980s-economic real per capita 
output and income (assuming pre-1990 levels o f  remittance flows) in 2002 could have been 
about a third higher than i t  was before the c iv i l  war (1988-90). 

2.3 When compared to African countries (World Development Index 2005), Somalia’s 
performance in economic and social outcomes (UNDP 2003) i s  mixed, reflecting the devel- 
opment failure o f  the continent since the early 1990s as much as the resilience o f  the Somali 
people.6 Somali household income at US$226 i s  lower than gross national income per capita 
in Kenya (US$350) and Tanzania (US$280), but higher than in Eritrea (US$190) and in 

This chapter summarizes recent developments in per capita incomes, poverty, social services, the agricultural 
sector, trade, fiscal and monetary management, and financial sector development, based on  various sources o f  
data. While the sources are identified, it has not always been possible to check the accuracy o f  data obtained 
from these sources. 

Based on a 1997 review by the United Nations Population Fund (UNFPA) o f  historical and recent demo- 
graphic data and subsequent adjustments by the World Health Organization (WHO) and UNDP, the current 
population estimates used by UN agencies and the World Bank are 6.8 mil l ion for 2001, 7.3 mi l l ion for 2004, 
and 7.4 mil l ion for 2005. The implied population growth rate i s  about 2.9 percent. 

On this basis, i t  i s  difficult to understand how the UNDP’s Human Development Index ranked Somalia 161 
out o f  163 countries in 2001. 
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Ethiopia (US$lOO). Although tarmacs built before the 1980s are badly deteriorated in central 
and south-central Somalia, the percentage o f  roads that are paved is the same in Somalia (12 
percent) as in Kenya and Ethiopia, and much higher than in Tanzania (4 percent). 

Mixed Social Development Performance 

2.4 Despite the lost growth, trends in the abysmally l ow  social indicators-Somalia i s  
ranked 161 out o f  163 countries in the 2001 UNDP Human Development Index-suggest a 
mixed performance (see Statistical Annex Tables 9-1 5 for various social indicators including 
those relevant to the Millennium Development Goals). Of  course, when assessing the cost o f  
war and weak or absent government in the last 15 years, the lost opportunities for achieving 
better social indicators that would have come with growth in per capita income are almost 
certainly the largest cost, even though they are impossible to measure with any precision. 

2.5 There have been also some gains in education indicators (UNDP 2003), although they 
remain extremely low, by far at the bottom o f  African rankings. Primary school enrolment 
was only 20 percent in 2003-04, but this compares to an even lower enrollment rate o f  about 
12 percent in 1988.’ Under-five and maternal mortality rates are among the worst in the 
world at a staggering 224 and 11-16 per 1,000 live births, respectively, but the former is bet- 
ter than before the war and the higher end o f  the latter estimate i s  no worse,* L i f e  expectancy 
at 47 years in 2002 i s  abysmally l ow  and i s  lower than in Senegal and Eritrea (52 and 5 1  
years, respectively), but it is higher than just before the war when i t  was estimated at 44 years 
(in 1987) and i s  also higher than in Kenya and Nigeria (45 years), Tanzania (43 years) and 
Ethiopia (42 years). Similarly, under five chi ld malnutrition prevalence rates are higher (26 
percent) than in Senegal (23 percent) and Kenya (20 percent), but are lower than in Ethiopia 
(47 percent), Eritrea (40 percent), Nigeria (29 percent) and Tanzania (29 percent). 

Children are at Extreme Risk - Undernourished and Often Unprotected 

2.6 Somalia’s current high malnutrition levels among children (see para 2.5 above) reflect 
the enormous tol l  that civil conflict, drought, high poverty and associated food insecurity 
have taken on the capacity o f  Somali households to produce or purchase food to support the 
needs o f  their children.’ With data available from a number o f  nutrition surveys, Table 2.1 
illustrates the regional incidence o f  severe malnutrition based o n  the UNICEF Multi Indica- 
tors Cluster Survey (MICS), as measured by the extent o f  wasting, stunting, and “global” 
malnutrition in 2000. More recent regional studies show an increase in chi ld malnutrition, 
especially in the central and northern regions where a drought started in 2000 and was not 
broken until late 2004. 

’ The o l d  estimate i s  drawn f r o m  of f ic ia l  statistics reported in the W o r l d  Bank’s 1991 Public Expenditure Re- 
v iew  while the more recent estimates are produced by UNICEF f r o m  their nationwide surveys. 
* A range estimate i s  used because the higher estimate is reported in the published UNDP Somalia Human De- 
velopment Report, 2001 while the lower figure i s  reported in the draft U N D P  M i l l e n i u m  Development Goals 
(MDG) Report Somalia, 2004. 

With data available f r o m  a number o f  nutr i t ion surveys, it i s  possible to rev iew the regional incidence within 
Somalia different types o f  malnutr i t ion among children under five. 
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Table 2.1: Severe Malnutrition in Children Under Five Years Old in 2000" 
Region 

National 
CentralISouth 
NortWEast 
N o r t W e s t  

Wasting (weight for Stunting (height for Global malnutrition 

17.2 23.3 25.8 
21.2 25.7 27.5 
14.8 17.7 26.8 
10.1 22.6 21.0 

height) age) (weight for age) 

a/ Severe means less than 2 standard deviations g o m  the median values 

2.7 Wasting (as measured by weight for height) i s  particularly relevant to the assessment 
o f  short-term stresses, such as have existed during the Somali c iv i l  conflict and the recent 
four-year drought in the central and northern regions. In Hargeisa, one o f  the most developed 
and vibrant Somali cities, average rates o f  wasting were 14.4 percent in February 2003. In 
Gaalkayo , an important commercial center in Puntland that i s  experiencing strong economic 
growth and where one could expect relatively l o w  rates o f  malnutrition, wasting was 9.7 per- 
cent during 2004 compared with 8.3 percent in 2003. In the Gardo and Bar i  regions in the 
central and northeast areas o f  Puntland, malnutrition rates among children were even higher, 
at 12.8 and 14.6 percent, respectively, in September-October 2004. In the drought-devastated 
northern regions o f  So01 and Sanaag and in the conflict-affected central rangelands, Gedo 
region, and other riverine communities in southern Somalia, chi ld wasting rates above 20 
percent are common. For example, in March 2005 the UN Food and Agriculture Organiza- 
tion's (FAO's) Food Security Assessment Unit (FSAU) for Somalia reported an average 
malnutrition rate o f  24 percent in the Galgadud region in the central rangelands and that more 
than a quarter o f  children in the Juba Valley were malnourished, a clear deterioration when 
compared to the above-average levels observed in 2000. While there are countries with worse 
indicators (for example, Malawi, where the wasting rate i s  as high as 50 percent in some ar- 
eas) and regions (West and East Africa) with wasting levels o f  children similar to those o f  
Somalia, wasting among children in Somalia is high by world standards. 

2.8 Measures o f  wasting, while good for assessing the short-term impact o f  nutritional 
deprivation, underestimate the longer-term impact o f  malnutrition resulting from c iv i l  con- 
flict and drought. Measures o f  nutritional status that are better indicators o f  the longer-term 
impact measures such as stunting (height for weight) show indeed very high rates in Somalia, 
particularly in the south. For example, in the years 2002-2004, stunting among children was 
recorded at close to 37 percent in the Gedo region. In 2003, stunting was 24, 27, 35, and 36 
percent, respectively, in the Lower Juba, Hiraan, Bay  and Bakool regions. In 2004 the inci- 
dence o f  stunting reached 32 percent in Middle Juba. Such high stunting rates, while similar 
to the typical rates in West Africa, wil l have a major long-term detrimental impact on the 
growth and cognitive capacity o f  Somali children. 

2.9 A benchmark study in 2003 assessed the many threatening pressures facing unpro- 
tected children in Somalia (UNICEF 2003), finding that most o f  the issues were in some way 
connected to poverty o f  the children's families or to violence that often i s  felt more by the 
poor. The report reached a number o f  important conclusions that are summarized here. 
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Gender-based violence i s  major problem among children. For example, 12 percent 
o f  adults and 8 percent o f  children attest to first-hand knowledge o f  a chi ld rape 
victim. Such problems are particularly serious in internally displaced people 
(IDP) camps. 
W h i l e  attitudes o f  the population were generally against chi ld soldiers, 5 percent 
o f  children reported that they or their siblings had carried a gun or been involved 
in a militia. 
More than a third o f  al l  households surveyed reported situations in which children 
within their family required alternative care in another family. 
Whi le only 2 percent o f  children interviewed said they currently work o n  the 
street, 19 percent reported that either they or their siblings had worked o n  the 
streets at some time. Adults and children believe that poverty is the overarching 
reason for children to be on the streets in major towns. These children are far less 
l ikely to go to schools and more likely to be exposed to khat and other drugs. 
12 percent o f  the population refers to themselves as displaced, while more than a 
quarter regarded themselves as disadvantaged. 
Of the 8.3 percent o f  families that reported having children with problems o f  de- 
velopment, 2.7 percent have a chi ld with physical problems and 5.6 percent have 
a chi ld with mental problems. More than a quarter o f  both children and adults (26 
and 31 percent respectively) reported being exposed to a serious traumatic event, 
with ha l f  o f  these continuing to suffer some form o f  emotional distress. 

High Poverty and Inequality with Large Regional Differences 

2.10 As shown in Table 2.2, the incidence o f  poverty i s  very high, with 43 percent o f  the 
population living below the international (extreme) poverty l ine o f  $1 per day at purchasing 
power parity (PPP)." Poverty in rural areas at 53 percent i s  higher than the average, while in 
urban areas i t  i s  lower at 24 percent. For a poverty l ine o f  US$2 per day (PPP), the incidence 
o f  poverty rises to 61 percent in urban areas, 80 percent for rural people, and 73 percent 
overall. These high urban poverty rates persist despite prevailing wages for unskilled day la- 
borers at around US$2 per day. The most likely explanations are that such earnings are in- 
deed at or below the national poverty l ine because o f  the high cost o f  much imported food 
(for example, sugar and rice) and the high urban unemployment rates (reported to be as high 
as 65 percent in the 2002 Socio-Economic Survey, see UNDP 2003). 

2.11 Somalia's extreme poverty level i s  lower than the average for Sub-Saharan Africa, 
and also lower than those o f  other conflict-affected countries such as Sierra Leone, Burundi 
and Rwanda (Table 2.3), reflecting the resilience o f  its economy and clan-based social pro- 
tection system as well as the impact o f  high per capita remittance inf lows that lessen the 
usual impact o f  conflict on incomes and poverty. On the other hand, many more Somalis suf- 
fer from extreme poverty than their neighbors in Ethiopia and Kenya where ha l f  as many 
people (23 percent) l ive below a poverty line o f  US$1 per day. 

lo This poverty analysis i s  based o n  estimates o f  income in a household survey conducted in Somalia during 
2002, unl ike the expenditure-based household surveys conducted in other countries. Given that incomes are 
usually under-reported compared to expenditures, actual poverty incidence in Somalia o n  a comparable basis 
with other countries i s  l i ke l y  lower than the estimated rat io o f  43 percent. 
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Location 

Urban 
Rural and Nomadic 
Somalia 

Table 2.3: Poverty Estimates for SSA, Neighboring and Post-Conflict Countries 
Incidence of Poverty 

Living on Living on 
less than less than 
US$l/day US$Z/day Poverty Gap Ratio 

Depth o f  Poverty 
Country (percent) (percent) Income Inequality 

Year (PPP) (PPP) (PPP) Gini Coefficient 
Somalia 2002 43 73 18 40 
Sierra Leone 1989 57 74 41 63 
Burundi 1998 55 88 23 42 
Rwanda 2000 52 84 20 ... 
Ethiopia 2000 23 78 5 30 

SSA 2001 46 
Kenya 1997 23 58 6 45 

Source: World Bank Povcal database for Burundi, Kenya, Ethopia, Rwanda and Sierra Leone (with 
exception o f  pop<$2/day measure which comes from World Bank, 2005, Development Data Platform 
(DDP)). Somalia data comes from WB/UNDP 2002 Socio-Economic Survey o f  Somalia. Al l  other 
data comes from the DDP. Data on poverty are not available for DRC Congo, Liberia, Sudan, Eritrea, 
and East Timor. 

Extreme Poverty General Poverty 
Share of  Popu- Average Per Share of Popu- Average Per 

lation Capita Income lation Capita Income 

23.5 240.3 60.7 428.7 
53.4 203.4 79.9 302.7 
43.2 210.3 73.4 338.1 

(YO) ($ PPP) (%) ($ PPP 

2.12 Income inequality i s  significant, among households across Somalia as well as among 
regions, as shown in Table 2.4. Household surveys suggest that the poorest 30 percent o f  the 
population receives only 7.8 percent o f  the total income generated in Somalia, whereas the 
richest 10 percent o f  the population receives 35.6 percent o f  the total income (UNDP 2003). 
Clearly, the political and economic chaos o f  the last decade and a hal f  resulted in tragedy for 
many while providing significant benefits to those who seized public and private assets, took 
advantage o f  opportunities to exploit monopoly powers and disregarded environmental pro- 
tection. People in areas around Mogadishu and the more arid northern regions have above- 
average per capita incomes, while those living in the central and southern regions (with better 
agricultural potential) typically have below-average incomes. l1 This geographical distribu- 
t ion reflects the varied political and security situation among Somali regions and i t s  impact 
on regional economic growth and employment. Table 2.5 shows that the higher per capita 
farming income earnings in various livelihood zones in the northern regions are derived from 
predominantly pastoral production compared to the lower cash earnings in the southern re- 
gions (except for the Juba farmers using pump irrigation) which are focused o n  food crops- 

” I t  i s  not possible f rom the available data to assess the implications o f  remittances on  the distribution o f  in- 
come recorded in the various regions in the household survey. 
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sometimes in conjunction with livestock. This outcome, however, may be skewed by the un- 
accounted value o f  the consumption o f  own-produced food, which in general would be 
higher in the south than in the predominantly pastoral north. 

Regions 

Mogadishu 
Northern Somalia 

Table 2.4: Regional Distribution of Per Capita Income (2002) 
301-350 100-150 1 151-200 I 201-250 1 251-300 1 

($ per capita) 
Benadir 
Awdal 

W. Gabeed 
Togdheer 

Central Somalia 

Southern Somalia 

Bari 
so01 

Mudug 
Hiraan Galgadud 

Middle Sha- 
belle 

Gedo Middle Juba Lower Juba 
Bay Lower Sha- 

Nugal 

Bakool 
Source: “Somalia: Socio-Economic Survey, 2002,” UNDP and W o r l d  Bank, 2003 

Table 2.5: Earnings from Product Sales and Employment (2001-2002) 

Livelihood Zones 
Average Annual Per Capita Earnings 

Poor Wealth Level I Middle Wealth Level 

Source: FA0 Food Security Assessment Unit for Somalia, Food  Economy Baseline Surveys, 2001-2002. 
The two wealth levels are defined in terms o f  the estimated average value o f  farm and household assets. 

2.13 Since the early 2000s, the livelihoods o f  pastoralists in the northern regions and cen- 
tral rangelands have been severely affected by both long-run and short-run factors. They will 
take decades to recover completely from the c iv i l  war, the Saudi livestock import ban, the 
drought during 2000-04, the removal o f  trees for charcoal production, and the consequent 
devastating gully erosion. Although the drought has come to an end and export markets for 
livestock have adjusted to the Saudi import ban, the outcome o f  these major natural and man- 
made shocks i s  that many former proud nomads have lost their assets and sources o f  income 
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and have either moved to towns, taken up a new occupation, or become IDPs living in camps 
and facing an extremely uncertain future. The main support that lessens chronic poverty 
among these former nomads i s  the traditional form o f  social protection that s t i l l  finctions in 
Somalia. 

2.14 The system o f  social protection in Somalia has two legs, but the first, the extended 
family and the clan based on social capital, i s  by far the most important. The successful 
growth o f  remittance companies that channel large transfers from migrants and refigees 
abroad to their relatives left in the country has been almost completely dependent on the co- 
hesiveness and trust within subclans. A recent survey also confirmed the wide variety o f  c i v i l  
society institutions that provide various forms o f  social protection and that are playing a ma- 
j o r  albeit secondary role as substitutes for government, which largely does not exist, or where 
it does exist, such as in Somaliland and Puntland, i s  weak because o f  lack o f  resources and 
management capacity. The most important c iv i l  society organizations (CSOs) that have 
emerged during the last 15 years in Somalia are the religious organizations that undertake 
substantial social services, largely in health and education, and social protection programs 
outside the SACB coordination mechanism. Mainstream secular local and international 
NGOs continue to provide social services as well as support for economic activities, as in 
small-scale agricultural development. Inadequate funding (from donor governments), insecu- 
rity, lack o f  support from the authorities, and lack o f  skilled manpower are the major im- 
pediments to the NGOs’ effectiveness. 

Economy Still Largely Based on Agropastoralism 

2.15 The country’s economy i s  heavily affected by its arid and semi-arid climate. The 
mainstay o f  the economy has long been nomadic pastoralism-about 50 percent o f  the popu- 
lation before the c iv i l  war were nomads-and crop production. These sectors generated most 
o f  domestic income in the late 1980s (66.1 percent o f  GDP in the second ha l f  o f  1 9 8 0 ~ ) ~  
while the contribution o f  manufacturing was only 5.1 percent in the same period. Livestock 
and livestock products accounted for 51 percent o f  agricultural value added (US$528.6 mil- 
lion), crops for 38 percent (US$393.8 million), forestry for 9.5 percent (US$98.5 million) and 
fisheries for less than 1 percent (US$10.4 million).12 The share o f  agriculture in total eco- 
nomic activity may be slightly lower today than i t  was in the late 198Os.l3 

2.16 The principal livestock remain sheep, goat, cattle, and camels. The main crops, in or- 
der o f  importance, remain banana, sorghum, maize, sesame, and cowpeas. Sugar cane and 
rice production were also measurable crops before the c iv i l  war. Other commercial crops- 
for which production estimates are not recently available-are citrus (mainly grapefruit and 
lemons), vegetables, cotton, frankincense and myrrh. 

l2 See IMF Article IV reports and statistical appendices 1991, and Ministry o f  Planning & Juba Valley Devel- 
opment, National Accounts Aggregates 1977-1989, Central Statistical Department, Mogadishu 1990. 
l3 In the absence o f  current sectoral national accounts estimates, the economy’s structure can be inferred f r o m  
the estimated shares o f  the population currently engaged in three broad categories o f  economic activity. H o w -  
ever, conclusions about GDP shares derived from comparing historical changes in employment shares are very 
speculative, given the general weaknesses o f  recent household survey data f r o m  which the employment share 
estimates are generated. 
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2.17 Before the c iv i l  war, the country was heavily dependent on foreign aid and remit- 
tances for i ts foreign exchange resources. Livestock and livestock products accounted for 80 
percent o f  exports and bananas for 10 percent. The remainder comprised fisheries, frankin- 
cense, and myrrh (see also paragraph 2.27). Exports today are s t i l l  dominated by agricultural 
products, although banana exports have almost stopped and re-exports to neighboring coun- 
tries o f  a mix o f  goods have boomed (see Table 2.6 on page 18). 

2.18 Remittances are much more important today than the much smaller amount (US$272 
mil l ion) in official development assistance (ODA) provided mostly for humanitarian pur- 
poses. Remittances from abroad into Somalia are estimated to be at least US$825 mi l l ion in 
2004 (about US$113 per capita, or about 60 percent o f  current GNP, which was estimated in 
2001 at US$1.3 billion) and quite possibly more than US$1 billion. This amount i s  about 
three-four times the value o f  total exports recorded by the IMF. I t  also i s  equivalent to about 
ha l f  o f  total pre-war GNP. The money transfers handled by Somali remittance companies, 
which include reaching mostly Somali but also non-Somali beneficiaries in neighboring and 
distant countries, were around US$2 bi l l ion (see Box 2.1 and paragraph 4.17).14 

2.19 In 1990, about 70 percent o f  the population was rural. Current estimates point to a 
small decline in this figure, at 67 percent in 2004. O f  these, about 55 percent are pastoralist 
or agropastoralist, 24 percent are crop farmers, and 1 percent fishermen. O f  the remainder o f  
the population, 21 percent i s  engaged in services and 12 percent in (light) industrial and arti- 
san activities in urban areas (SACB 2004). 

Resilient and Expanded Private Sector 

2.20 Livestock and crop production (except sugar) has always been and remains in the 
hands o f  the Somali private sector. The principal difference with the past i s  that today agri- 
cultural production suffers and benefits from no government interference or support regard- 
ing input markets, quality certification, and internal and external marketing. Negatively i m -  
pacted by c iv i l  strife, persistent insecurity, and absent or weak government, various agricul- 
tural output indicators are wel l  below their historical peaks in the mid-l980s, with camels 
and cattle population down by about 8-10 percent, sheep and goats population down by about 
15-20 percent, and the value o f  crop production at 38 percent o f  1989 levels. Banana exports 
have virtually ceased. Livestock off-take (slaughters and exports), however, is  in the same 
range as during the late-l980s, suggesting a less severe negative impact in these sectors than 
o n  crop production. In al l  subsectors, including fishing, potential output i s  considerably 
higher than both historical and current output, ranging from 50 percent for livestock and 3-4 
times as much for crops to 15 times as much for fish and crustaceans, according to FA0 es- 
timates. 

l4 These estimates are the result o f  extrapolating with a high degree o f  confidence to  the entire sector the data o n  
inflows and outflows and the market information gathered by the Bank  separately f r o m  individual major com- 
panies and from their association for this report. Earlier estimates o f  between US$500 mi l l i on  and US$1 b i l l i o n  
were also reported by Abdusalam Omer (2003). 

14 



Box 2.1: Remittances Industry 
At a December 2005 conference organized in Washington, DC, by the World Bank and the United Nations Develop- 

ment Programme, Somali and international scholars, remittance companies’ executives, and donor representatives dis- 
cussed the history, present challenges, development implications, and future opportunities o f  the Somali remittances indus- 
try. Although the banking sector never recovered from the collapse o f  the sole commercial bank on the eve o f  the c iv i l  war 
in south-central Somalia, a financial sector managed to re-emerge through the Somali remittance companies. These com- 
panies met the urgent need for quick, personalized, and trustworthy channels to deliver a rapidly expanding f low o f  remit- 
tances from the large Somali Diaspora to relatives in the country, including those living in conflict and in distant and re- 
mote rural areas. 

Many Somali participants considered this report’s estimate o f  annual remittance inf low in 2004 o f  US$825 mi l l ion 
(see paragraph 2.18) a lower-bound estimate, as they believe that the roughly 1 mi l l ion Somalis in the Diaspora easily 
remitted more than US$1 billion. In al l  cases, on both a per capita basis and as a share o f  national income, such a f low 
dwarfs those o f  a l l  other countries surveyed in the just-released 2006 Global Economic Prospects that i s  dedicated to mi- 
gration and remittances. Moreover, even the lower estimate outweighs Somalia’s aggregate exports and official develop- 
ment assistance. Uncertainty also exists on the shares o f  this f low going to households ( U S 3 6 0  mi l l ion possibly, contrib- 
uting to 22.5 percent o f  total household income) versus enterprises and NGOs, and also to consumption versus investment 
(likely more than 50 percent). 

All participants concurred, however, that the remittance sector has provided a lifeline to at least a third o f  the popula- 
t ion in the country-making remittances the backbone o f  the economy, a source o f  substantial welfare gains as wel l  as o f  
trade and investment, and a major factor in reducing poverty. The  Somali Diaspora is not only senders o f  money but also 
operators and investors; they established the overseas remittance companies and manage them. Somali remittance organi- 
zations operate in a highly decentralized way and in a competitive environment that keeps fees much lower (around 5 per- 
cent even for small amounts) than worldwide industry standards (that reach 18 percent for small amounts). 

Although it has managed to avoid any further crisis following the closure in 2001 o f  A1 Barakaat, the largest com- 
pany, and the consequent freezing o f  i t s  own and customers’ accounts, the sector faces enormous challenges, many of 
which are unique to Somalia’s stateless circumstances: 

Weak industry association for the promotion, advocacy, and defense o f  the industry’s interests; 
Limited technical and organizational capacity to keep up with the rapid and sophisticated developments taking 
place in this sector; 
Different and complex regulatory regimes in sending countries, ranging from liberal rules in the UK and Sweden 
to complicated and strict requirements in the Netherlands, Norway, Germany, and Italy, among others, w i th  bond 
sizes ranging from a few thousand to mill ions o f  dollars (also among U.S. states, with bond sizes ranging from 
US$30,000 to more than US$500,000); 
Hawkish scrutiny and discrimination by regulators and banks in OECD countries, which in some cases refuse to 
open accounts for the remittance companies; 
Tough competition among the Somali remittance companies on fees; and 
Difficulties in obtaining banking licenses in Somaliland, and until recently also in Puntland and south-central 
Somalia, from the authorities, and lack o f  international recognition that would allow the establishment o f  corre- 
spondent links with international banks. 

With technical assistance provided by the UNDP, the sector has begun to address some o f  these concerns, notablq 
through creation o f  the Somali Financial Services Association in December 2003, and a jo int  UNDP Wor ld  Bank Confer- 
ence on Remittances to Somalia in December 2005. 

Sources: Adapted from papers, presentations, and interventions at the UNDP-World Bank Conference on Remittances. 
December 1-2,2005, Washington D.C. 

2.21 Filling the void created by the absence or weakness o f  state institutions, the private 
sector has grown impressively in recent years, especially in service activities (see section be- 
l o w  with more details o n  such private sector activities). Unl ike the 1970s and 1980s when 
most o f  the output o f  the small industrial sector and many services were provided by the pub- 
l ic  sector, virtually al l  industrial production, services provision, and trade i s  firmly today in 
the hands o f  the private sector. There have been significant (but unmeasured) private invest- 
ments in commercial ventures, including in trade and marketing; money transfer services; 
transport; communications; airlines; telecommunications; other services including construc- 
t ion and hotels; education and health; and fishery equipment, largely funded by the large re- 
mittances f iom the Diaspora. 
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2.22 In Somaliland, according to official estimates, where the c iv i l  war during the period 
1988-90 ravaged the economy, more than hal f  the population i s  nomadic and a fifth i s  en- 
gaged in farming. In 2002, total livestock heads were estimated at 16 million, including 6.8 
mi l l ion goats, 7.5 mi l l ion sheep, and 1.5 mi l l ion camels. About 60 percent o f  the state’s total 
economic gross output and employment i s  related to livestock production and trade, with a 
large proportion of goats and sheep as well as hides and skins exported from Sornaliland 
originating f rom neighboring regions. The state encompasses a semi-arid region, with only 3 
percent o f  the land area near river beds currently under cultivation, compared to a potential 
area for agricultural development o f  about 7 percent. The main crops are cereals for the local 
markets, such as sorghum, maize. Farming communities were devastated during the 1980s 
armed struggle against the Siad Barre regime. Refugee farmers returned from Ethiopia in 
thel990s, but because o f  lack o f  inputs farming was resumed at a minimal scale. The state’s 
considerable fishing potential i s  hampered by a small artisanal fleet size (half o f  pre-war lev- 
els); lack o f  industrial operators; and lack o f  adequate storage, processing, and transport in- 
frastructures. After 1991, as in other parts o f  Somalia, private and public services provision 
was rebuilt-albeit at inadequate levels-mainly through private initiative, in some cases 
with but in many others without government funding. 

2.23 In Puntland, people continue to derive their livelihood from a volatile pastoral econ- 
omy in a semi-arid region with no permanent rivers, minimal infrastructures, and little inter- 
national assistance. Around 60-65 percent o f  the population i s  employed in the livestock sec- 
tor, which accounts for 40 percent o f  the state’s gross output and 80 percent o f  i t s  foreign ex- 
change earnings. Due to the inf lux of IDPs from war-torn southern Somalia and destitute 
nomads fol lowing a devastating recent drought, population growth has been high (70 percent 
of the people are below the age o f  30) and has led to a high rate o f  urbanization, with about 
30 percent o f  the population settled in urban areas. 

2.24 Fishing along a r ich 1,300-km coastline i s  ranked as the second largest source o f  in- 
come o f  the people o f  Puntland, but the same constraints as mentioned above apply here as 
wel l  as along the southern coast. Less than ha l f  o f  the potential output-mostly naturally 
g r o w i n g - o f  frankincense and myrrh i s  harvested. Other crop production has generally been 
unsuitable because of scarcity of water for irrigation, salt formations in areas near springs, 
and poor farming practices, although small-scale cultivation o f  vegetables and h i t  was prac- 
ticed in areas near oases, in dry river basins, and on good quality soil. The inf lux o f  returnees 
and IDPs from war-torn south-central Somalia has led to both increased demand for agricul- 
tural produce and, thanks to their know-how, increased supply (including o f  sorghum, beans, 
and dates). In 2002, local enterprises were supplying water, ice, beverages, radio broadcast- 
ing, pasta, canned fish, soap/detergent powder, and candy. Tanneries were processing hides 
and skins. Recently f i r m s  have started producing aluminum, plastic bags, and foam mat- 
tresses. Apart from the government, the largest local employers are remittance companies 
and telecom firms. 

2.25 South-central Somalia possesses comparatively better agricultural lands than other 
regions in the country, mineral resources, grazing land, livestock, fish, and two large river 
systems (the Juba and Shabelle). The region also contains the most densely populated dis- 
tricts in the whole o f  Somalia. Nonetheless, crop production has declined as a result o f  pro- 
found insecurity for legitimate farmers caused in large part by the occupation o f  prime land 
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and expropriation o f  productive assets by armed nomadic militia. Other factors explaining 
the decline have been the numerous armed roadblocks that make marketing unprofitable; the 
deterioration o f  irrigation, flood control, and land transport infrastructure; and the lack o f  in- 
puts, technology and farm machinery. This has resulted in a severe reduction in rural em- 
ployment opportunities, the abandonment o f  agriculture by even small-scale subsistence 
farmers, and a large migration to urban centers and foreign countries. 

2.26 Despite the absence o f  a central or even a regional administration, economic activities 
rebounded, albeit at a lower level than before the c iv i l  war, in urban centers f rom their 
through in the early 1 9 9 0 ~ ~  thanks in part to UNOSOM in the mid-1990sY but mostly to the 
private sector and remittance flows from the Diaspora. New investment was undertaken and 
new employment opportunities were created by Somalis in the Diaspora and local business 
groups, even in historically insecure and politically unstable cities across the south-central 
region (for example, Mogadishu, Merca, Beletweyne, and Kismaayo) in areas such as tele- 
communications, the airline industry, trade, security services, education, water, electricity, 
real estate and construction services, in addition to the remittance sector i tself  (Center for Re- 
search and Dialogue, 2004). Mogadishu has also witnessed resurgence in small manufactur- 
ing companies, with about 25 active manufacturing plants producing a variety o f  products, 
such as pasta, mineral water, sweets, plastic bags and sheets, hides and skins, detergent and 
soap, aluminum, foam (mattresses and pillows), and fishing boats (Roland Marchal2005). 

Trade Expansion 

2.27 In the immediate post-civil war period, trade was hampered by a lack o f  trade finance 
and insurance services, the breakdown o f  transport and communication networks, poor mar- 
keting facilities, limited access to international markets and the prevailing insecurity condi- 
tions. While these constraints s t i l l  act as brakes to Somalia’s overseas and cross-border trade 
expansion, Somalia has become a major supplier to large parts o f  the Horn o f  Afr ica o f  cattle, 
charcoal, sugar, pasta and electronics. Trade, including cross-border trade, not only survived 
state failure, i t  has in fact increased dramatically after 1991 (Little 2003). I t  was facilitated by 
three main factors: the growth in remittances, which helped stabilize the Somali Shilling; the 
growth o f  the telecommunication sector, which made possible for accurate and t imely infor- 
mation to reach even remote settlements; and the growth o f  the remittance companies, which 
did away with the need to transport large quantities o f  cash across borders. The combination 
o f  these factors resulted in deep domestic, cross-border, and international market integration, 
despite the highly insecure conditions in south-central Somalia. The country has become a de 
facto duty free zone and a critical part o f  a trade network spanning from Dubai-a critical 
supply and finance center for Somali businessmen-to Ethiopia and Kenya and their 
neighbors. 
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2.28 Export estimates based on partner country customs data show a higher export value in 
2000 than in the period 1988-90.15 In 2001, livestock exports were hit hard by the unexpected 
Saudi ban. Later export data from partner countries in the COMTRADE database are show- 
ing further major declines in livestock exports, as well as major annual fluctuations in other 
exports. These more recent estimates, however, are unreliable, as many countries report their 
detailed trade data with large delays. More reliable aggregate trade flows data reported by 
partner countries to the IMF show sharply higher total exports in recent years, reaching 
US$265 mi l l ion for 2004, a historical record (see Table 2.6). 

Table 2.6 : Top Merchandise Exports 

1980 1988 1990 2000 2001 2002 2003 
(US$ millions) 

Sheep and goats, l ive 
W o o d  charcoal and fuel wood 
Fish, crustaceans and mollucs 
Hides and sk ins  (except kskins), r a w  
Chemical wood pulp, dissolving grades 
Animals o f  the bovine species, l ive 

Sesame seeds 
Shellac, seed lac, stick lac, and gum-resins 
Fish, fresh (l ive o r  dead), chil led o r  frozen 
Goat and kid skin leather 
Meat  o f  sheep/goats, freshlchil ledfrozen 
Animals, live, including zoo-animals 
Bananas, fresh or dried 
Milk and cream 

78.8 
n.a. 
0.8 
5.9 
n.a. 
28.1 
0.00 

5 
3.3 

0.02 
0.6 
n.a. 
0.1 
15.2 
n.a. 
160. 

31.2 32.8 55.2 
n.a. 0.01 10.8 
10.1 17.3 0.9 
5.6 6.3 3.8 
n.a. n.a. n.a. 
0.3 n.a. 16.2 

n.a. 2.6 0.6 
4.1 5.8 1.8 
4.6 10.8 0.5 
0.1 n.a. 0.7 
n.a. n.a. 2.2 
n.a. n.a. 6.8 
31.0 34.5 n.a. 
n.a. n.a. 0.05 
114. 

5.7 
12.3 
4.6 
4.9 
3.9 
2.5 

1.6 
1.9 
3.0 
1.2 
0.7 
0.01 
n.a. 
0.3 

28.4 27.5 
6.7 8.3 
2.1 8.2 
4.6 5.2 
19.7 4.7 
5.3 8.2 

0.1 1.8 
2.7 1.7 
0.5 1.6 
1.0 0.2 

0.04 0.01 
0.1 0.1 
n.a. n.a. 
n.a. 0.7 

Total Exports 6 8 131.7 108.5 61.5 92.0 84.4 
Source: Based on Somalia's partners data drawn from UN COMTRADE Statistics, SITC-2; subject to a wide 
margin o f  error. Includes re-exports. 

1980 1988 1990 2000 2001 2002 2003 2004 
166. 137. 

Total Exports 4 4 163.7 68.2 77.6 118.3 157.9 265.5 
Source: IMF Direction o f  Trade Statistics based on partner data. 

2.29 In the same vein, solid data o n  actual physical shipment o f  livestock exports from the 
ports o f  Berbera and Bosasso (the only ports shipping livestock in the last decade) show that 
a major recovery following the Saudi ban was already underway by 2002. As o f  2004, the 
value o f  sheep and goats exports from these two ports alone i s  estimated at more than US$60 
mi l l ion and o f  a l l  livestock exports at US$79 million. As explained elsewhere in this report, 
banana exports which represented the largest pre-war export i tem at around US$35 million, 
have virtually stopped. Recorded charcoal exports increased sharply through 2001, reaching 

l5 Livestock exports had already declined to  US$3 1 m i l l i on  in 1988 f r o m  US$79 m i l l i o n  in 1980, as a result o f  
the severe disruptions to the export f lows f r o m  Berbera caused by the c i v i l  war  in the northwest. Cattle exports 
also were stagnant throughout the 1980, mainly because Saudi Arabia banned cattle exports f r o m  Somalia be- 
cause o f  fears o f  rinderpest, wh ich  l i ke  the current Rift Val ley Fever scare, was unwarranted. These trends in 
the 1980s made the growth in l ive animal exports in 1990s that much  more remarkable. 
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a peak o f  US$12.3 mi l l ion in 2001, as the downward pressures on family incomes mounted. 
A ban o n  charcoal exports adopted by the northern regions may explain the later decline. At 
the same time meat exports also showed a surprising expansion from zero in the 1980s to 
more than US$2 mi l l ion in 2001. Fish and hides are skin are also large exports, with no clear 
trend in the data in recent years. 

2.30 The most important destinations for these exports are Yemen, Kenya, Ethiopia and 
the United Arab Emirates (UAE). Saudi Arabia was also the most important buyer o f  live- 
stock until a ban was placed on the importation o f  livestock fol lowing a suspected (but un- 
confirmed to this date) outbreak o f  Rift Valley fever in the Horn. Since 2001, livestock ex- 
ports have been diverted to Yemen, Oman, and the UAE. Trade with Italy, Somalia’s main 
trading partner in the 1980s which absorbed almost al l  i t s  banana shipments, has ceased al- 
most entirely. 

2.3 1 With household expenditures apportioned in order o f  importance to food, health, edu- 
cation, transport, clothing, and water, and the Diaspora investing heavily in reconstruction, i t 
i s  not surprising that the largest recorded imports through Berbera and Bosasso ports were 
food (sugar, wheat and wheat flour, rice and cooking oil), building materials, and fuel. Ac- 
cording to both the UN COMTRADE and the IMF trade partner data, by the end o f  the 1990s 
the value o f  total merchandise imports was higher by 25-32 percent compared to the 1988-90 
period. Since then, the most recent IMF aggregate estimates show that imports increased fur- 
ther to reach US$461 mi l l ion in 2004, another historical record (Table 2.7). The largest re- 
corded imports through Berbera and Bosasso ports are food (sugar, wheat and wheat flour, 
rice and cooking oil), building materials, and fuel. 

Table 2.7: Top Merchandise Imports 
1980 1988 1990 2000 2001 2002 2003 

(US$ millions) 
Sugar and sugar preparations 
Crude vegetable materials 
Cigarettes 
Rice 
Petroleum and petroleum products l /  
Flour o f  wheat o r  o f  m e d i n  
Cement 
Cereal grains, bakery products, macaroni, 
spaghetti and similar products 
Palm o i l  and f ixed vegetable oils 
Soap, cleansing and polishing preparations 
Medicaments 
Articles o f  apparel and clothing accessories 
Texti le yam, fabrics, and made-up-art. 
Footwear 
Tea 
Vegetables and fruit 
Telecommunications equipment and parts 

9.2 1.4 
0.3 0.2 
7.8 2.2 

29.4 0.5 
5.1 3.9 

24.8 9.1 
1.9 2.7 

5.0 4.3 
0.0 0.1 
1.0 0.7 
5.3 6.7 
4.3 1.1 
6.7 2.7 
1.5 0.5 
0.7 1.1 
1.5 4.3 
7.8 3.1 

2.3 
0.1 
7.9 

19.7 
20.4 
12.7 
0.4 

6.2 
2.2 
1.8 
3.8 
1.8 
2.8 
0.2 
0.8 
2.1 
6.8 

36.8 
29.8 
25.4 
17.6 
5.2 

16.0 
3.9 

5.8 
16.6 
6.2 

19.8 
18.0 
20.2 
4.5 
3.2 
4.0 
3.5. 

57.6 
14.1 
16.2 
11.1 

1.5 
11.8 
7.0 

4.7 
9.5 
8.1 
5.3 

20.5 
16.7 
3.6 
2.4 
3.7 
3.4 

49.9 
10.4 
21.4 
4.3 
5.7 
9.2 
9.8 

9.3 
10.3 
5.4 
6.9 
3.5 
3.3 
0.9 
0.7 
1.9 
3.5 

50.9 
29.7 
19.7 
11.8 
11.0 
8.8 
8.8 

8.7 
8.2 
6.4 
6.5 
3.4 
4.8 
2.3 
4.1 
3.0 
2.9 

Printed matter 1.1 7.5 4.8 1.5 3.5 0.3 2.4 
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Table 2.7: Top Merchandise Imports (continued) 
1980 1988 1990 2000 2001 2002 2003 

(US$ millions) 
Articles o f  materials o f  artif icial resins, 
plastic mat., cellulose estersiethers 1.1 1.0 1.1 3.0 4.9 2.1 2.3 
Milk and cream 12.1 3.7 2.4 3.9 3.6 3.1 2.4 
Rubber tyres 2.2 3.7 1.6 3.4 4.0 2.5 2.3 
Ships, boats and floating structures 1.4 0.4 31.0 0.1 0.1 0.1 0.3 
Road vehicles 86.9 24.5 29.4 8.9 8.9 1.9 3.4 
Mach. specialized for particular industries 34.3 11.2 13.4 0.7 1.6 0.4 1.3 
Total Imports 412.6 210.1 262.1 295.3 272.1 187.4 232.2 
Source: Based on Somalia’s partners data drawn from UN COMTRADE Statistics, SITC-2; subject 
to a wide margin o f  error. Includes temporary imports. 
1/ Specifically motor spirit, including aviation spirit. 

1980 1988 1990 2000 2001 2002 2003 2004 
Total Imports 439.5 267.0 351.8 263.6 280.8 299.8 340.3 460.8 
Source: I M F  Direction o f  Trade Statistics based on partner data. 

2.32 Another significant import i s  khat, a mild narcotic with deleterious side effects o n  la- 
bor productivity and socioeconomic activities (see also paragraph 7.8).16 The use o f  khat has 
dramatically increased over the past decade. While in the past the use o f  khat by most o f  the 
population was reserved for holidays, users now routinely chew i t  every day. A high propor- 
t ion o f  young and middle-aged men chew the stimulant shrub imported by air from Ethiopia 
and Kenya, but also increasingly grown in Somalia as a distraction from the current stresses 
o f  life. This activity (usually in groups at night), at a cost o f  about US$5 per person (per sit- 
ting) leaves users in a severely debilitated state and usually ineffective for any early work the 
next day. Most formal employment i s  open only to those who do not chew khat. Most young 
women and girls work exceedingly hard as surrogate parents for siblings, while their parents 
make valiant efforts to earn a living. Nevertheless, there i s  mounting evidence o f  an increas- 
ing number o f  women also chewing khat. The khat trade i s  highly competitive among the 
producers, wholesale traders, and middlemen and i s  a significant business, with recorded 
khat imports in 2003 o f  about US$30 mi l l ion providing only a lower-bound estimate o f  con- 
sumption.17 Actual consumption, which i s  also met by large unrecorded imports and sizable 
domestic production (for example, in the area between Hargeisa and Boroma), is  l ikely a 
multiple o f  the above-mentioned amount. 

2.33 Unquantified fees on trade transactions are being collected by local militias in the 
southern natural port o f  El-Maan or at the K -50  airstrip. In Puntland, taxes levied on imports 
and exports include an array o f  specific import tariffs, sales tax at 5 percent, and specific ex- 
port taxes. In Somaliland, customs tar i f fs include both specific and ad valorem duty rates and 
range from 3 percent to 70 percent. In both regions, trade taxes constitute more than 70 per- 

l6 Khat, kat, or gad i s  the local name for the leaves o f  Catha Edulis Forsk, a shrub that grows o n  the highlands 
o f  Ethiopia and Yemen. The leaves contain an alkaloid l ike cathione, wh ich  has a stimulating effect similar t o  
that o f  amphetamine. 
” This trade i s  captured under the Harmonized Classification in the category o f  “crude vegetable materials.” 
Knowledgeable local sources estimate that (recorded and unrecorded) khat imports f r o m  Kenya to  Mogadishu 
alone amount to about US$18 mi l l i on  annually, wh ich  also suggest countrywide consumption to be a mult iple 
o f  recorded imports. 
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cent o f  al l  government revenues. Various fees loosely related to services provided at the ports 
are also charged in the northern regions. Moreover, piracy o f f  the southern coastline has es- 
calated in recent years, raising significantly shipping costs to and from Somalia. 

2.34 Somalia wil l need to tax imports for revenue purposes, albeit at l o w  rates and in a 
nondiscriminatory way. A simple uniform sales tax around 5 percent that can be levied by 
customs on imports at the point o f  entry and by inland tax authorities o n  the output o f  me- 
dium-size manufacturing, processing, and service enterprises (since a retail sales tax would 
not be technically feasible in the medium term) would be the best option to minimize eco- 
nomic distortions." For the purpose o f  protecting local industry, Somali authorities should 
rely on the flexible exchange rate, not on differentiated import tar i f fs that distort production 
and consumption decisions by economic actors or on export subsidies. Instead o f  continuing 
to tax exports, i t might also be possible to collect a less distorting, simple income tax from 
the few known large traders o f  livestock and livestock products (including meat) and also 
from the exporters o f  fruits, when they resume their ac t i v i t i e~ . '~  Given the difficulties experi- 
enced by other countries, however, in taxing the incomes o f  agricultural producers and ex- 
porters (as in Argentina), the Somali federal and regional authorities should proceed with 
great caution in assessing alternatives to export taxes. 

2.35 Reviewing the bottleneck in the legal system governing i ts  trade sector; reshaping 
marketing strategies; and identifying new opportunities for the local private sector exporters 
are the priori ty areas for the Somaliland trade authorities. Puntland i s  interested in establish- 
ing investment and export promotion centers, with priority areas being fisheries, agriculture, 
and livestock. These are indeed the right areas for public sector authorities to work o n  and for 
donors to support. Given the current underutilization o f  marine resources and the recent suc- 
cess in exporting meat, Somalia has indeed good prospects for export diversification based 
on food processing, fish canning, and preservation and canning o f  meat (see Chapter 8). 

2.36 Federal transitional authorities appear eager to rejoin regional trade groupings. How- 
ever, given that the land borders with neighboring countries are very porous with regard to 
re-export activity, that Somali federal and regional administrations should not increase trade 
taxes, and that the new federal government has an extremely weak institutional capacity to 
implement sophisticated customs union and free trade agreements, Somalia should put o f f  
rejoining actively regional and bilateral trade groupings. The authorities should also postpone 
applying to the World Trade Organization (WTO) for accession, since the country can al- 
ready take full advantage o f  duty free access to i t s  biggest trading partner, the UAE, since the 
latter i s  already a free trade zone, and to the European Union (EU) market under i ts Every- 
thing But Arms (EBA) scheme. Even for those potential exports for which EBA duty free 

In their recent study o f  revenue mobil izat ion options for UNDP, Mahler and Siad 2005 suggested such a uni- 
f o r m  rate for tariffs o n  imports and for indirect taxation o f  domestic manufacturing output purposes (Mahler and 
Siad 2005). It would be best, however, t o  introduce a single, un i fo rm indirect tax o n  b o t h  imports and domestic 
production to minimize future temptations by policymakers to introduce divergent rates fo r  protection. The tax 
rate o n  easily taxable air shipments o f  "bads" l ike khat or  luxury goods l ike expensive passenger vehicles can be 
much  higher-up to  30 percent, beyond which international experience suggest smuggling incentives under- 
mine revenue collection-than the 10 percent proposed by Mahler and Siad. 

Among  post-conflict countries, no t  even Afghanistan, where the revenue situation i s  dire (less than 4 percent 
o f  GDP), has adopted export taxes. 
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access is delayed, such as bananas and sugar, Somalia can s t i l l  enjoy preferential access 
(through tariff-free quotas) to the European market. Moreover, restrictive EBA rules o f  origin 
will hardly pose a hurdle for Somalia, given that al l  i t s  current and potential exports are natu- 
ral resource-based.20 Thus, the priorities for Somalia related to i t s  trade regime should be the 
establishment o f  sound fiscal mechanisms and customs and tax regulations, where revenue 
collection can be done lightly and effectively, and o f  a conducive framework to help export- 
ers meet international livestock and food standards, not to enter a patchwork o f  preferential 
agreements or  take o n  the challenge o f  legal and institutional reforms required to j o i n  the 
WTO. 

Poor Macroeconomic Performance before the Civil W a r  

2.37 In both the 1970s and 1980s, Somalia experienced stagnant per capita output, accom- 
panied by the deterioration o f  physical infrastructure, a decline in the quality o f  public ser- 
vices, and severe macroeconomic imbalances. During the deteriorating political and security 
environment of the 1980s, the government made some progress in moving from a centralized 
regime to a more liberalized economic system-such as when it relaxed controls over 
farmgate prices and marketing o f  the main agricultural crops and liberalized the foreign ex- 
change market-with positive effects on economic Moreover, the availability o f  
donor assistance (US$102 per capita in 1987) offset the negative domestic savings that were 
mainly the result o f  significant dissavings in the public sector and allowed a relatively high 
level o f  investment (above 24 percent o f  GDP) throughout the 1980s. The effectiveness o f  
these reforms and of foreign aid, however, was undermined by frequent pol icy reversals, 
weaknesses in fiscal management, slippages on the monetary side, poor governance, faulty 
project selection, inadequate maintenance expenditures, and security problems that discour- 
aged the private sector from investing in long-tern production-oriented activities and that 
generated l o w  or negative returns for public investment. 

2.38 Fiscal and monetary discipline was frequently and seriously compromised during the 
1980s. On the fiscal side, total expenditures varied between 18 and 38 percent o f  GDP, 
largely as a result o f  fluctuations in the foreign-financed development component and rapid 
exchange rate depreciation. At the same time, domestic revenue efforts (excluding grants) 
declined substantially to about 5 percent by 1989, mainly because o f  growing noncompliance 
by taxpayers, weak tax administration, poor financial performance o f  public enterprises, in- 
creasing parallel market activity, and social unrest. W h i l e  the average expenditure levels in 
the late 1980s (32 percent) were in a normal range for the Afr ica region (30 percent), reve- 
nues-excluding grants-were dismally l ow  compared to the regional average o f  18 percent. 

*' Qualifying for duty-free access to the U.S. market under the Afr ican Growth  and Opportunity A c t  (AGOA) i s  
largely irrelevant, given Somalia's export structure and potential, and too burdensome (given rules o f  origin) at 
th is  stage. 

As a ma in  element o f  the reforms in 1985-86, the exchange rate was gradually liberalized, and by the end o f  
1986 it was being determined freely through government-sponsored auctions. As economic and monetary con- 
ditions deteriorated, however, the exchange rate depreciated sharply. By mid-1987, seeking greater stabil ity in 
the exchange rate but incapable o f  addressing the root causes o f  instability, the government reverted to  the ear- 
l ier practice of determining the rate administratively. With external assistance continuing to erode and n o  re- 
serves, the peg at an overvalued rate and in an inflationary environment meant large excess demand for foreign 
exchange and a widening black market premium. Exchange rate po l i cy  in 1988-1990 bounced back and forth 
with a mix o f  restrictive and liberalization actions. 
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The resulting large fiscal deficits (around 18 percent o f  GDP) were covered primarily by ex- 
ternal aid, mostly grants, but on occasion also through domestic bank credit. 

2.39 Domestic bank financing o f  the government deficits, however, was not the primary 
contributor to  the sustained inflation that averaged about 60 percent during the 1980s. Un- 
controlled credit expansion by the only commercial bank in the country to public enterprises 
and the private sector (in particular, to the regime’s business associates) he led  inflation, 
which reached 150 percent in 1989 and led to the bank’s bankruptcy and closure in early 
1990. Among other negative consequences such as major exchange rate depreciation o n  the 
parallel market.and a widening o f  the gap between official and market exchange rates, the 
high inf lat ion wiped out real c iv i l  service salaries despite large pay hikes, contributing to 
poor morale, l ow  productivity, and greater incentives for corruption and absenteeism. 

2.40 With merchandise exports f lowing through official channels stagnating or declining 
(they reached a record l o w  o f  US$58 mi l l ion in 1988) and merchandise import demand re- 
maining four times larger than exports, the current account after grants widened and the 
country’s external indebtedness worsened. At the end o f  1989, Somalia’s external debt was 
estimated at US$1.8 billion, almost twice the value o f  GDP or nearly 30 times the value o f  
merchandise exports, creating the current serious arrears problem, including to multilateral 
lenders l i ke  the IMF, the World Bank, and other regional development banks (see paragraphs 
2.64 to 2.68). 

Fiscal Management in Northern Regions Mostly for Ensuring Security 

2.41 Since 1991, only piecemeal and l imited information o n  fiscal flows exist for the two 
northern regional states that have established some form o f  hnct ioning administration. N o  
fiscal estimates are available for the south-central region. In 2004, Somaliland had a budget 
o f  So.Sh. 145 billion, or US$21 million, with only 7 percent devoted to development expen- 
ditures. Most recurrent costs are for salary and allowances (52 percent) and for security, with 
the armed forces and the police receiving 50 percent o f  budgetary allocations (see Table 2.8). 
As shown in Table 2.9, extrabudgetary expenditures, with no detailed breakdown, amounted 
to US$24 mi l l ion in 2004, almost the same level as budgeted expenditure. Similarly, ex- 
trabudgetary revenues were almost double the budgeted figures, suggesting either ultracon- 
servative budget planning or poor ability to forecast fiscal aggregates. Most  (80 percent) o f  
the total revenue is collected from import and export duties, mainly at the port o f  Berbera. 
Export taxes on livestock are US$2 per sheep and goat, US$12 per camel, and US$10 per 
head o f  cattle. Revenue earnings continue to be adversely affected by the ban imposed o f  
Somali livestock by Saudi Arabia. All imported food items are taxed at 10 percent, consumer 
durables at 20 percent, and luxury items at the rate o f  80 percent. 
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Table 2.8: Somaliland: Budgeted Revenue 

2003 2004 2003 2004 
(Sol.Sh. million) (US$ million) 

Customs 82,043 114,322 11.72 16.99 
Other Taxes (from land borders) 13,058 32,081 1.87 4.77 
Ministry o f  C iv i l  Aviation 3,160 2,903 0.45 0.43 
Post & Telecommunication 893 195 0.13 0.03 
Other Min is t r ies 1,533 4,671 0.22 0.69 
Grant from the Port o f  Berbera 1,000 2,000 0.14 0.30 
TOTAL 101,687 156,172 14.53 21.52 
Memo: 
Exchange Rate SolSh. Per US$) (annual average) 7,000 6,730 
Source: Somaliland Ministry o f  Finance; and UNDP Somalia, MNPC, 2005. 

Table 2.9: Somaliland: Revenue and Expenditure Composition, 2004 

1. Budgeted Revenue 
2. Extrabudgetary Revenue 
2a. Advances 
2b. Deposits 
2c. Imprests 
2d. Remittances 
Sub-Total 
Bank Reserves 01/01/2002 
Total 

Income/Receipts 
(SolSh (US$ 

millions) millions) 
156,172 23 
150,17 1 22 

41 0 
26,922 4 

812 0 
122,395 18 
306,342 46 

-3,576 -1 
302,767 45 

1. Budgeted Expenditure 
2. Extrabudgetary Expenditure 
2a. Advances 
2b. Deposits 
2c. Imprests 
2d. Remittances 
Sub-Total 
Add: Balance Forward 31/12/2004 
Total 

Expenditure 
(SolSh (US$ 

millions) millions) 
144,232 21 
158,219 24 

8,123 1 
27,022 4 

679 0 
122,395 18 
302,451 45 

315 0 
302,767 45 

Source: Somaliland Ministry o f  Finance. 

2.42 The district administrations and municipalities o f  the main economic centers in Ber- 
bera and Hargeisa are fiscally stronger and most organized. For a subregion l ike Sahil, 80 
percent o f  the revenue originates f rom taxes o n  trade imposed at the Berbera Port. Other 
sources o f  local revenues are land registration and annual property fees, store licensing fees, 
and property rents. More than hal f  o f  the budget for Sahil district is  spent o n  salaries o f  staff, 
followed in order o f  importance by sanitation services (5 percent o f  expenditure) and security 
and lights (2 percent). Like others, the Sahil district also subsidizes the state hospital, 
schools, and police forces within i t s  territory by covering their electricity, water, and fuel 
bills and by contributing to salaries and allowances for some o f  their staff. Rehabilitation o f  
i t s  roads and schools i s  carried out only when there are finds left over. 

2.43 For the year 2004, the government o f  Puntland had a budget o f  SoSh. 263 billion, or 
US$16 mi l l ion (see Table 2.10). O f  this, around 68 percent i s  scheduled to be spent o n  salary 
and allowances as the c iv i l  service i s  being enlarged to about 1 1,000 because o f  absorption o f  
demobilized militia. The large public wage bill implies that funding the provision o f  public 
services i s  extremely limited. Moreover, the meager fiscal resources o f  both the regional state 
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and the local governments often have to be diverted to counteract emergencies, mainly 
drought or political skirmishes within the region or continuous influx o f  displaced persons. 
Only 7 districts out o f  23 are fiscally self-sufficient, with 9 districts that need a subsidy from 
the regional state government to cover ha l f  o f  their administrative costs and 7 districts en- 
tirely financed by the regional state administration. 

Total 
Presidency 
M i l i t a ry  

General Expenses 
Ministry o f  Finance 

Table 2.10: Puntland: Expenditure Composition, 2003-2004 

(SoSh. (US$ (% share 
mil l ion) mil l ion) in total) 
263,245 16.18 100 

14,795 0.91 5.6 
73,738 4.53 28.0 
8,733 0.54 3.3 

75,604 4.65 28.7 

1.1.0 
1.1.0B 
1.3.0 
1.3.0 A 

253,200 13.00 100 
13,671 0.70 5.4 
85,319 4.38 33.7 
8,154 0.42 3.2 

72,439 3.72 28.6 

2.44 In Puntland, customs revenue constituted 74 percent o f  total revenue in 2004 (see Ta- 
ble 2.11). Customs taxes are collected mainly at the port o f  Bosasso. Government services 
charges accounted for 13.7 percent o f  total revenue. 

Table 2.11: Puntland: Revenue 

2003 2004 2003 2004 
(So Sh. bi l l ion) (US$ mil l ion) 

Customs duties 179,307 194,040 9.20 11.93 
Indirect tax 19,180 20,766 0.98 1.28 
Production tax 9 24 0.0005 0.0015 
Income tax 4,128 4,345 0.21 0.27 
Government property fees 4,829 6,570 0.25 0.40 

Transfer and contributions 18,311 1,320 0.94 0.08 
TOTAL 253,200 263,245 13.00 16.18 
Memo: 
Exchange Rate (SoSh. Per US$) (annual 

:e) 19,480 16,265 
Source: Puntland Ministry o f  Finance; UNDP Somalia, MOPIC,  2004. 

Government services charges 27,436 36,180 1.41 2.22 

2.45 The independence and strength o f  the thriving private sector are such that significant 
increases in tax rates are actively resisted. The majority o f  the government’s fiscal revenue 
originates from the centers o f  economic activity such as Bosasso (port), Gaalkayo (cross- 
border trade) and Garowe (government), with the f i rs t  leading by far. Such districts also often 
provide financial support to the office o f  the subregional governor located there.22 The export 
and import taxes imposed in Bosasso are kept relatively l o w  to compete with the natural port 

22 The subregional governor’s off ice in part o f  the central government. 
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o f  Berbera in neighboring Somaliland. Unlike in Somaliland, utilities in Puntland are owned 
and operated by the government but cover their operations from service delivery fees. The 
private sector, however, supplements the supply o f  both water and electricity, while sanita- 
t ion services operate at an inadequate level. A government decision i s  awaited on privatiza- 
t ion or the possibility o f  management contracts. 

2.46 Bo th  in Somaliland and Puntland, very l i t t le  foreign aid flows into their treasuries, 
even for humanitarian purposes, as donors prefer direct disbursements through local and in- 
ternational NGOs. Small fiscal deficits are financed by semi-voluntary loans from business- 
men. These loans are paid back by the Ministry o f  Finance in installments in form o f  customs 
tax relief. However, this system lacks the means o f  monitoring, recording and auditing these 
transfers. 

Need for Structural Monetary and Financial Sector Reforms 

2.47 In January 1991, al l  state institutions that provided services and regulated the econ- 
omy collapsed, including the Central Bank o f  Somalia and the entire banking system. The 
commercial bank liabilities that had survived the bankruptcy o f  the only commercial bank in 
the country disappeared, but the looted stock o f  currency notes in the central bank and com- 
mercial banks was added to the banknotes in circulation. Given the inflation that ensued as 
chaos engulfed the southern part of the country, while nominal money balance shrank by 
around 54 percent to So.Sh. 155,738 million, real money balances shrank by around 80 per- 
cent. The monetary arrangements in Puntland and the south-central region have since de- 
volved to the market. In al l  Somali regions to date, the economy functions without commer- 
cial banks, with most small transactions conducted on a cash basis and only the remittance 
companies providing some form o f  payment services. 

2.48 The financial collapse had disastrous effects o n  consumption and domestic and inter- 
national trade. The fall in real money balances contributed to a sharper decline in real output 
than would otherwise have been the case, especially in the modem urban economy, which 
relied on a stable currency for exchange and payment systems. But even in the rural areas, 
the fal l  in demand for livestock by urban trading agents led to a period o f  herd overstocking. 
Barter and credit between sellers and buyers increased. 

2.49 New banknotes have been needed over the years since 1991 to replace the aging 
banknotes, to fund the mi l i t ia and military operations o f  r iva l  political factions, as well as to 
finance recovery and reconstruction in the more peaceful parts o f  the country. Consequently, 
over the last decade various private businessmen and clan leaders imported reprints o f  the 
pre-1991 banknotes, which were met with init ial  distrust but eventual wide acceptance, and 
also banknotes with new designs that gained only l imited acceptance. For al l  these curren- 
cies, except the Somaliland shilling, there i s  no trademark protection. Private issuers have 
incentives to import banknotes as long as their marginal cost i s  less than their face values and 
thus to issue higher currency denominations to maximize seignorage. Somalis, however, have 
since 199 1 refused to accept higher denominations than previously in circulation. Thus, the 
stabilizing factor in monetary expansion has been in part that the gain from issuing new 
money has quickly reduced to almost nil and in part that foreign money printers have re- 
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quired advance payments in hard currency and have been increasingly reluctant to supply 
new moneys to  internationally unrecognized administrations or to business people. 

South Central  Somalia 
&change Rate between So.Sh. and US$ 

1993-2004 
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2.50 All large commercial transactions and al l  external trade o f  the country are denomi- 
nated and undertaken in U S  dollars, the preferred hard currency. However, in 2001 the total 
stock o f  circulating domestic currency was equivalent to USS52 million, or about ha l f  the 
end-1990 nominal money balances. Reprinted and forged old banknotes and new currencies 
constitute around 80 percent o f  the currently circulating banknotes in Somalia. The reason for 
the continuing public use o f  the Somali shilling, even without any regulation and credible 
guarantee by a government or central bank, is the need by regular people for small denomina- 
t ion bills for their daily transactions, a need that dollar banknotes could not satisfy. I t  i s  inter- 
esting to note that though the exchange rate has followed quite different tracks in various re- 
gions o f  Somalia over the last decade, in recent years i t  has been relatively stable and has not 
differed much across the regions (see Figure 2.1). Since mid-2001, consumer prices seem to 
have stabilized along with the exchange rate, as the incentive to import more banknotes has 
subsided. 

South Centra l  Somalia 
Post-war Consumer Price Index (1985=100) 

1993-2003 
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2.51 The “central” banks established in both northern regions have several branches and 
offer l imited commercial banking services in deposit accounts and trade finance. However, 
their primary function remains as treasurer o f  the governments. Because mistrust in govern- 
ment-owned banks has run deep since the collapse o f  the only commercial bank in 1989, pri- 
vate citizens use their accounts in the regional “central” banks primarily for accumulating 
taxes they owe to the regional governments. There are advanced plans for the State Bank o f  
Puntland to be absorbed into a commercial and modern bank jo int  venture with a Kenya- 
based subsidiary o f  a Dubai bank. 

2.52 In the absence o f  a formal banking sector, several remittance companies have been 
providing interregional and international money transfer and foreign exchange conversion 
services, current accounts with checkbooks, and some savings and fixed-deposit services. 
Based on trust, simplicity, and cost-effectiveness, the growth o f  the remittance companies i s  
linked to the Somali emigration in the 1960s to the east and southern Afr ica to take jobs in 
the transport sector and in the 1970s and 1980s to employment opportunities in the Gulf 
States, North America, and Western Europe. A “franc0 valuta” remittance system was oflen 
employed in the early years, whereby emigrants to the Gulf countries used their hard cur- 
rency to import high-value consumer goods into Somalia, where the importer would remit the 
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sale proceeds to the beneficiary family in local currency. To date, remittance companies’ 
ownership remains essentially Somali sole or joint proprietorship. 

2.53 I t  i s  currently estimated that 750,000 Somalis reside and work in North America, 
Europe, Australia, N e w  Zealand, and the Gulf Sates and that they remit to residents in Soma- 
l i a  at least US$825 mi l l ion annually and possibly more than US$1 billion, dwarfing any other 
source o f  foreign exchange inflows. The remittance flows provide subsistence and essential 
services for families in Somalia and other parts o f  the Horn. I t  facilitates international trade 
and domestic commerce even in remote parts o f  the country and finances on a risk-sharing 
basis business ventures, community services, construction, and real estate. Today, thanks to 
these companies, Somalia’s payment system for interregional and international transactions 
works more efficiently and smoothly than before the c iv i l  war. I t  i s  certainly not a priori ty for 
the authorities or donors to fix. 

2.54 Consumer lending, for example, a car loan, may be offered on occasion by the remit- 
tance companies, though those are mostly financed with remittance money. Smaller con- 
sumer credit i s  obtained from relatives and friends, who lend or donate the cash in return for 
future goodwill, or through clan-based local women’s group credit-sharing arrangements 
(hagbed). Interest is  usually not charged, and when it has been charged, i t  has generated 
strong public opposition. 

2.55 Business lending by remittance ‘companies i s  uncommon even with collateral, both 
for religious reasons and because o f  business preferences for direct involvement o f  an inves- 
tor or lender in the operations they finance. However, limited short-term (1-year) trade credit 
(against security such as expected receivables collected directly by the creditor) or leveraged 
letters o f  credit providing very short-term financing (30-45 days) are sometimes available 
through the international partners o f  Somali business persons. A traditional form o f  coopera- 
tive financing o f  inventory is popular, especially among women. In spite o f  such l imited fi- 
nancing possibilities, businessmen can accumulate significant start-up and expansion funds 
sourced from savings or remittances, or by combining several partners and clan relatives. 

2.56 While the practices above would suggest that considerations other than lack o f  financ- 
ing hold back investment growth (that is, religious, regulatory, psychological factors; risk 
aversion; insufficient information), some o f  these companies would l ike to offer full-fledged 
commercial bank services, for which demand i s  indeed strong among business people. How-  
ever, these same companies readily recognize their weak capacity for complex financial and 
credit transactions, banking inexperience, absence o f  deep relations with foreign financial 
institutions, inadequate capital, and the risk o f  possible misappropriation o f  funds. So far they 
have not attracted large deposits for safekeeping from their customers. 

2.57 The resilience o f  the remittance sector was proven by the speed with which the gap 
left by the closure in late 2001 o f  AI-Barakaat-whose assets and liabilities were frozen by 
the U S  authorities on suspicion o f  terrorist connections-was filled. They have taken signifi- 
cant steps to formalize and streamline their operations and strengthen customer identification, 
following the increasing emigration and hence remittance flows in the post-1991 period; the 
rise in the number o f  countries where transactions originate; the expansion o f  telecommuni- 
cations; and, most important, the post-September 2001 tightening o f  international regula- 
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tions. Nonetheless, the companies s t i l l  face significant challenges in upgrading their opera- 
tions to comply fully with the international standards, mostly stemming fi-om the lack o f  a 
central government and international recognition. In addition to building capacity to meet 
international financial requirements, the sector also needs domestic regulatory institutions to 
provide advocacy in the international arena. Several initiatives, like the Somalia Financial 
Services Association, have been launched with help o f  bilateral and multilateral donors over 
the last two years and report encouraging progress (see Omer and El Koury, 2005, and 
UNDP/EC 2004). 

2.58 In order to ensure macroeconomic stability and facilitate private sector activity, sev- 
eral refoqns are necessary at the federal and regional state levels to provide sufficient liquid- 
ity, manage the currency, ensure availability o f  trade finance, and in the medium term restore 
a credit system. Who should be primarily responsible for carrying them out depends on 
whether federal authorities wil l reassert their authority over macroeconomic policies over al l  
o f  Somalia or over only some regions. For the next few years, the most optimistic scenario i s  
that the TFG will be able to rationalize the (already unified) monetary system covering the 
northeastern and the south-central regions and to unify their de facto separate financial sys- 
tems, but that Somaliland wil l maintain i t s  separate monetary and financial system. 

2.59 First and foremost, Somaliland and Puntland regional authorities should scrap the cur- 
rent dual exchange rate systems and federal authorities should eschew them. These dual sys- 
tems, with a free market rate for private transactions and another, usually overvalued, rate for 
transactions with the government, carry no benefits for the economy, provide opportunities 
and incentives for rent seeking, and hurt the revenue collection effort. The authorities should 
instead accept the current h l ly  flexible exchange rate regime for al l  off icial and private and 
for al l  current and capital transactions. Given their lack o f  foreign exchange reserves and in- 
ability to control large remittances and other capital flows, a pegged rate regime i s  simply not 
feasible (see also footnote 19 on past failures o f  such a system). 

2.60 Second, for a small, open, and post-conflict economy with a legacy o f  monetary mis- 
management, high inflation, and exchange rate depreciation, i t would be better for at least the 
medium term to strengthen the operation o f  the current dual currency system-local currency 
bills for low-value transactions and foreign currency bi l ls  or bank accounts for bigger trans- 
actions, precautionary balances, and ~av ings~~- than  to attempt a currency reform by either 
issuing higher denominations o f  the current Somali shilling or introducing a new domestic 
currency. This means that government should limit i t se l f  to reasserting its monopoly over the 
printing (or creation) o f  a small part only o f  the money supply to satisfy the demand o f  small 
consumer and business transactions. The additional money demand would need to be satis- 
fied by earning (or receiving) through exports, remittances, and aid more foreign exchange 
than will be spent o n  imports and on capital outflows. The seignorage government would 
give up on the remaining money supply (in foreign currency) would be in any case dwarfed 
by direct budget support from donors (at the federal and regional levels). I t  would be unwise 
to test government credibility by issuing new denominations or a new currency before a track 

23 A t  the National Reconciliation Conference that led to the formation o f  the TFG, the Somali representatives 
voted against the idea o f  using a foreign currency as national currency (‘‘full dollarization”) based on  considera- 
tions o f  economic independence and political national interests. 
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record o f  sound economic management i s  established. There are several benefits o f  the pro- 
posed approach. I t  would be easy to implement, it would minimize the r isk o f  inflation from 
abuse by government over money creation (as seignorage from issuing low-denomination 
bills i s  almost nil), i t  would maximize the incentives for the private sector to earn foreign ex- 
change, and i t  would contribute to a high degree o f  compatibility among the existing mone- 
tary systems o f  south-central Somalia, Puntland, and Somaliland, thus making a future unif i-  
cation less dif f icult  than i t  would otherwise be if parts o f  the country were to adopt different 
monetary arrangements. 

2.61 Third, federal and state authorities should encourage innovative approaches to ex- 
panding financial services that would minimize demands on a weak supervisory capacity, for 
instance, through established savings pools that lend to members on a rotating basis or credit 
unions that would extend loans only on full deposit collateral. They should also facilitate the 
entry o f  more formal commercial banks for improving the payment system, for issuing letters 
o f  credit to facilitate external trade, and for increasing in the medium term the availability o f  
credit for production and commerce. Given the disastrous pre-war experience with commer- 
cial banking and the lingering popular mistrust for banks, governments should resist the 
temptation to establish public banks and should instead seek both private ownership and par- 
ticipation by internationally reputable banking institutions. Various Somali business groups, 
and especially the remittance companies, appear eager to start offering commercial banking 
services, but the licensing authorities should insist  on foreign participation in such ventures 
to ensure that they have solid foundations, business ethics, and professionalism. 

2.62 The complex task o f  updating pre-civil war banking legislation and regulations or in- 
troducing new ones and o f  building adequate local capacity to supervise commercial banks 
should not be immediate priorities for the authorities, but neither should there be reasons to 
keep eager and solid entrants at bay. Somali banking regulators instead could consider giving 
provisional licenses to operate within their territories to reputable jo int  ventures between 
Somali and foreign investors that would adhere to the same prudential guidelines (including 
capital adequacy) applicable in sound foreign jurisdictions. They should then seek simple 
bilateral agreements with foreign supervisory authorities for information sharing, co- 
participation in on-site supervision missions o f  the joint ventures, and technical assistance to 
build their regulatory and supervisory capacity. 

2.63 The recommendations above imply a gradual approach to expanding critical financial 
services, while the regional and national central banks rebuild capacity to conduct monetary 
pol icy and ensure adequate banking supervision. In the meanwhile, the existing regional cen- 
tral banks in Somaliland and Puntland should continue to provide treasury services to the re- 
gional state and other local governments. Similarly, the Somali Central Bank, which needs to 
be revived initially with foreign assistance, would be expected to provide treasury services to 
the TFG and other regional and local administrations in south-central Somalia. Until com- 
mercial banks are established, these central banks would also need to continue offering lim- 
ited deposit services to private parties and c iv i l  society and international organizations. Other 
essential functions are to grant provisional commercial banking licenses to foreign banks or 
joint ventures, replace o ld  bills with new ones, put new bi l ls  in circulation (under the guid- 
ance o f  the Somali Central Bank, a function performed in the United States by the Federal 
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Reserve Bank vis-&vis the regional reserve banks), and rebuild and maintain a basic statisti- 
cal database (except for the fiscal accounts). 

Somalia Needs Donors, not Creditors 

2.64 Through 1988, the Siad Barre government obtained substantial fresh credits from the 
Bank,24 the Fund,25 and other official creditors in support o f  i t s  economic reforms and public 
investment program. I t  also succeeded in obtaining from the Paris Club a major external debt 
restructuring in December 1987. Soon afterwards, however, financial policies slipped out o f  
control, the exchange rate became increasingly unrealistic, and official aid, including from 
the Bank and the IMF, virtually ceased.26 

2.65 At the end o f  1989, Somalia’s external debt was estimated at US$1,774 million, al- 
most twice the value o f  GDP or nearly 30 times the value o f  merchandise exports. O f  the to- 
tal debt outstanding, 47 percent was owed to multilateral institutions, with most o f  the rest 
owed to bilateral creditors. The stock o f  outstanding external payments arrears amounted to 
US$425 mi l l ion at end-1989, or seven times the value o f  merchandise exports; about 28 per- 
cent o f  the total represented arrears to the IMF and 21 percent arrears to the Arab Monetary 
Fund. Arrears to official creditors in the Paris Club amounted to US$73 mil l ion. 

2.66 From 1990 to 2005, as a result o f  significant arrears o n  past debt-servicing obliga- 
tions, the lack o f  a fully functional national government, and the unstable security situation, 
Somalia neither borrowed nor did i t  service i t s  public debt. Somalia’s total external debt 

24 Between 1964 and 1990, the W o r l d  Bank  extended US$526 m i l l i on  o f  International Development Associa- 
t i on  (IDA) credits (at zero interest) for 40  projects, o f  which 28 were completed and fully disbursed. Disburse- 
ments went mainly to agriculture (59 percent), with an emphasis o n  improv ing l ivestock health services, man- 
agement o f  rangelands, and improved irrigated farming, and to  infrastructure (22 percent), namely roads, por t  
facilities and water supply. Education absorbed 11 percent o f  lending. Remaining projects were for the energy 
and financial sectors. 
25 A generally successful adjustment program f r o m  1981 through 1983 was supported by two fully uti l ized 
Fund stand-by arrangements that raised Somalia’s obligations to the Fund to  SDR116 m i l l i o n  (US$121 mil l ion) 
by the end o f  1983. The loss in exports when Saudi Arabia responded in M a y  1983 to  reports o f  contaminated 
beef by banning imports o f  cattle f r o m  East Af r ica was compounded in 1984 by a growing burden o f  external 
debt service, as a number o f  grace periods o n  off icial credits began to expire, and the government’ inabi l i ty t o  
raise new assistance f r o m  the major donor countries. By late February 1985, enough pledges o f  grants and debt 
re l ie f  had been made by Paris Club and M idd le  Eastern countries to  fill the financing gap. On that basis, the 
IMF approved a new stand-by arrangement and a Compensatory Financing Faci l i ty (CFF) drawing. At the end 
o f  1985, however, the cash shortage was accompanied by a slowdown in the economies o f  major Gulf o i l  pro- 
ducers, which reduced the f l ow  o f  remittances f r o m  Somali workers and led  to  missed repayments to  the Fund. 
Af ter  the IMF restricted Somalia’s access to i t s  resources in late 1985, Somalia’s o f f ic ia l  creditors made n e w  
financing commitments and a group o f  commercial banks in the Uni ted States and I t a l y  provided short-term 
bridging loans. Between 1986 and 1987, Somalia used new loans and grants f r o m  the I ta l ian government to  
settle i t s  arrears to the Fund. 
26 In M a y  1988, with arrears o f  SDR27 m i l l i on  (US$33 mil l ion; 54 percent o f  quota) and n o  prospects for an 
agreement o n  an economic program in sight, the Executive Board o f  the IMF declared Somalia inel igible to  use 
Fund resources. The undrawn balance o f  IDA credits with the W o r l d  Bank was also frozen. In 1990, the IMF 
and the Wor ld  Bank worked closely with the Somali authorities to deal with their economic and financial prob- 
lems. Somalia benefited f r o m  a second Agricultural Sector Adjustment Program (ASAP 11) credit o n  June 1, 
1989, in an amount of SDR54.2 mil l ion, excluding co-financing for the equivalent o f  US$25 m i l l i o n  from the 
Afr ican Development Bank  Group. However, the lack o f  progress o n  macroeconomic management resulted in a 
decision by the Wor ld  Bank  to  cancel the drawing under the second tranche o f  the A S A P  I1 credit. 

‘ 
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(public and publicly guaranteed) was estimated at US$3.2 bi l l ion as at end-2004, o f  which an 
estimated US$2.5 b i l l ion was in arrears (see Table 2.12). O f  this debt, 40 percent i s  owed to 
multilateral creditors (including interest charges on the amounts in arrears for the IMF), 46 
percent to Paris Club bilateral creditors, and 14 percent to non-Paris Club bilateral and com- 
mercial creditors. The net present value o f  the total debt stock i s  US$2.9 billion. 

Table 2.12: Stock of Public and Publicly Guaranteed External Debt at end-2004 

Creditor 

1. Multilaterals 
World Bank - IDA 
IMF 
AfDB Group 
Others 
2. Bilaterals & commercial 
Paris Club creditors 
Non Paris Club & commercial creditors 

Nominal Stock (US$ million) 

Total 

Stock (%) 
1,273 39.7 
49 1 15.3 
345 10.8 
126 3.9 
3 10 9.7 

1,935 60.3 
1,472 . 45.9 
462 14.4 

Arrears 1/ 
Principal Interest Total 

479 344 822 
8 1  46 127 
174 171 345 
37 21 57 
187 106 293 
924 833 1,757 
573 740 1,314 
35 1 93 444 

1,403 1,177 2,580 Total Debt (1+2) 3,207 100.0 
Sources: Creditor Statements and World Bank Global Development Finance. 

N P V  o f  
total debt 

lion) 21 
1,118 
353 
345 
102 
318 

1,861 
1,398 
463 

2,979 

(US$ mil- 

1/ Includes principal and interest arrears as well as penalty charges. 
2/ Calculated using end-2004 exchange rates and, as discount rates, currency-specific average Commercial Interest 
Reference Rates (CIRRs) from OECD. 

2.67 With one of the lowest per capita incomes in the world, almost ha l f  the population in 
severe poverty and after about two decades as a failed state, Somalia simply does not have 
the resources to clear arrears and service old debts. Even if the country’s foreign debt slate 
were cleaned, creditors would-and if not, they should-be cautious in lending to Somalia 
for at least the next three or five years, given the security, governance, cashflow, economic 
management, and development challenges ahead. Even if credit were readily available on 
concessional terms, Somalia’s federal and regional state governments should be wary o f  bor- 
rowing for exactly the same reasons. During this period, the Somali authorities should seek 
the large net positive f low o f  resources-in the order o f  hundreds o f  mil l ions o f  U.S. dol- 
lars-needed to help pay for rebuilding state institutions, for delivering essential public 
goods and services, and for reconstructing i t s  infrastructure only in the form o f  foreign direct 
investments by the private sector and o f  grants from donors and development agencies. 

2.68 Most multilateral development agencies-although prevented by their charters f rom 
extend grants or credits to countries in arrears-can and will st i l l  work with the Somali au- 
thorities to help manage and use effectively the aid resources received from bilateral donors. 
To attract and sustain for three or five years the necessary grant financing from bilateral do- 
nors for the recovery phase, Somali authorities should focus upon security, transparency, ac- 
countability, and their capacity to carry out essential public functions. Beyond the medium 
term, when the need for additional net financial resources from multilateral institutions for 
reconstruction and development priorities wil l become more pressing, creditors, donors, and 
multilateral agencies will no doubt find a solution to the arrears problem that wil l avoid pil- 
ing new debt on top o f  the old. 
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3. PUBLIC SECTOR INSTITUTIONS AND MANAGEMENT 

The Legacy of State Failure 

3.1 The Somali state had already failed to deliver public goods and services before the 
c iv i l  war, although i t s  shell was s t i l l  standing. Despite some auspicious early initiatives such 
as a massive campaign to improve adult literacy and the adoption o f  a Somali script, the Siad 
Barre government after 21 years in power had failed to develop public institutions capable o f  
delivering public goods. During the 1980s, as the state was confronted with internal rebel- 
lions, an increasing share o f  i t s  budget was devoted to administrative and mil i tary expendi- 
tures. As a result, social and development needs such as primary health care, education, and 
maintenance o f  transport infrastructure accounted for a very small proportion o f  recurrent 
public expenditure relative to the rest o f  Africa. 

3.2 Reflecting the government’s political and technical inability to collect taxes, particu- 
larly customs duties, domestic revenues fel l  to a record l o w  o f  5.3 percent o f  GDP in 1989. 
The major technical inadequacies were the absence o f  a reliable import verification and 
valuation system and the prevalence o f  specific, rather than ad valorem, taxes in an inflation- 
ary environment, including on petroleum products. In parallel, the government increased i t s  
dependence on external assistance, which reached 72 percent o f  total government spending. 

3.3 The tripartite approach to expenditure budgeting-an ordinary budget for recurrent 
expenditures and a separate domestic development budget with expenditures for projects in- 
tended to be funded with domestic revenues, and a larger public investment program contain- 
ing al l  donor financed projects-contributed to a major failure o f  coordination among l ine  
department and central agencies and also between the planning and the finance ministries. 
Current recurrent expenditures bore l i t t le  relation to past investment expenditures, and cur- 
rent investment plans were pursued with no regard to the ability to make provision in future 
budgets for operations and maintenance expenditures. Budget classification and overall re- 
porting frameworks were antiquated and nontransparent. This undermined the usefulness o f  
budgets and government accounts as tools for decision making and public accountability. 

3.4 Since the mid- 1970s, the public sector wage bill contracted despite substantial growth 
in government employment. This resulted in significantly lower real wages, averaging about 
U S $ 3  per month, or about 6 percent o f  their 1974 levels. Consequently, many well-trained 
staff l e f t  the public service for private sector jobs or migrated to the Gulf States. Other staff 
worked very short hours while seeking other sources o f  supplementary income or wait ing to 
work on a donor-funded project, which could pay up to 30 times public service salaries. 

3.5 Coupled 
overstaffed c iv i l  

with poor personnel policies, the result was a demoralized, corrupt, and 
service and the de facto privatization o f  most government services by of f i -  
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cials entrusted to deliver them. The overstaffed Somali c iv i l  service more than doubled to 
about 45,000 employees in 1989, the majority o f  whom were untrained, inefficient, and un- 
accountable (before the outbreak o f  c iv i l  war in 1990, the Somali army contained as many as 
90,000 soldiers). The Bank proposed in 1990 a sustainable staffing level o f  25,000 employ- 
ees, coupled with increased salaries-implying a r ise in the wage bil l  to a st i l l  l ow  3 percent 
o f  GDP-and allocations for operations and maintenance and revamped personnel policies, 
but the c iv i l  war did not allow to test such prescriptions. 

3.6 In view of the state failure to provide public goods, c iv i l  society has taken on a wider 
role and has provided many o f  the functions traditionally attributed to the state. Besides Nai- 
robi, most NGOs are located in and around Mogadishu and in the more stable northern parts 
o f  the country, especially Somaliland. The poorer and more unstable areas in the south and 
central Somalia have the fewest NGOs, but many more community-based organizations 
(CBOs). The latter are more successful in local fundraising than NGOs and function as a cop- 
ing mechanism in the absence o f  donor funding through formal NGOs. Often CBOs are bet- 
ter connected with local communities than NGOs and undertake activities closer to their 
needs and goals. They are also more involved in local dispute resolution and peace building. 

Surviving Public Sector Institutions Are Weak 

3.7 After the collapse o f  a l l  state institutions in 1991, attempts with varying degrees o f  
success were made at rebuilding state institutions to restore law and order and basic public 
services. Nonetheless, the historical deterioration o f  public sector institutions and manage- 
ment during the pre-war period continues to exert a profound legacy, as evident by public 
administration constraints that affect even the relatively well-established administrations in 
Somaliland and Puntland. These state-rebuilding efforts started in the northwestern region by 
the Somaliland government beginning in May 1991. They were also pursued in the south- 
central and northeastern regions by UNOSOM in 1993-94, in the northeastern region by the 
autonomous Puntland state government in 1998, and in the region around the capital by the 
defunct and ineffective Transitional National Government in 2000-04. The new Transitional 
Federal Government has yet to begin establishing a functioning administration. 

3.8 The result o f  these efforts i s  disappointing in the south-central regions o f  Somalia, 
where the political and administrative structures, processes, and incentives required for pub- 
l ic  governance are for the most part not yet in place. Moreover, only a few and very weak 
local governments are in place. When UNOSOM departed in 1995 from south-central Soma- 
lia, payment o f  salaries ended for police, judiciary, and prison personnel and the regional and 
district authorities that i t  had re-established collapsed again. Since then, pol i t ical factions and 
mi l i t ia leaders have taken over some o f  the administrative structures in the region. U N O S O M  
first and the TNG later attempted to set up regional and district administrations in some ar- 
eas, but none i s  functioning effectively, and delivery o f  services to the public i s  poor (UNDP 
2004). Traditional authority and law i s  very weak, but Islamic Sharia courts have established 
a rule o f  law in a l imited number o f  urban areas. The majority o f  districts and urban areas 
receive limited social services. 

3.9 The efforts at state rebuilding have been more successful in the self-governing re- 
gional states o f  Somaliland and Puntland where the basic processes and structures o f  public 
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administration are in place. The processes include pol icy formulation and decision making, 
and financial and human resources management. Examples include Puntland’s accounting- 
accounts are current, and Somaliland’s c iv i l  service commission-not only does i t  manage 
hiring in a systematic and transparent manner, but it has begun implementing a restructuring 
and rightsizing program. As to be expected in a post-conflict situation, these processes and 
structures are focused much more on security than the delivery o f  basic services to the poor 
such as health, water, and education. 

3.10 With minimal foreign aid, the state governments have had to re ly  o n  taxes, mostly 
customs duties (more than 80 percent o f  total), as their main revenue source. However, be- 
cause o f  their weak capacity to assess and collect them and policy inadequacies, revenues are 
low. Inadequacies o f  the tax structure include lack o f  state taxation o n  properties, utilities, 
and remittances, as wel l  as prevalence o f  specific taxes. Fiscal deficits o n  a cash basis vary 
widely from year to year, reaching in some cases 40 percent o f  revenues, financed by semi- 
voluntary loans from businessmen that are then paid back in subsequent months in the form 
o f  customs tax relief. This financing system lacks the means o f  monitoring, recording and 
auditing these transfers, but i t  i s  at least the merit vis-a-vis central bank financing o f  an im- 
pl ici t  ceiling on the amount o f  outstanding domestic debt obligations that governments can 
incur. 

3.1 1 Quality, not quantity, i s  the capacity constraint. C i v i l  servants, particularly in key 
technical and managerial positions, are not well qualified for their jobs. Few have been 
trained in recent years, although training capacity i s  being put in place by the government 
with donor support in both states. The numbers o f  staff outstrip the fiscal capacity to support 
those staff at both central and local government levels. Puntland’s c iv i l  service and the mu- 
nicipalities o f  Hergeisa, Berbera, and Bosasso have twice as many staff as they can afford. 
However, although the current levels o f  staff are unaffordable, the actual numbers are not 
high compared with other countries. This i s  particularly the case with nonmilitary/police 
staff. Somaliland did manage to retrench more than 1,500 staff, but the numbers have started 
to creep up again. The reason given for not reducing staffing as planned (in Somaliland) or as 
needed (in Puntland) i s  that urban unemployment is very high. 

3.12 Ministries and local governments do not have the financial resources necessary to ful- 
fill their legal responsibilities. Although payment o f  salaries i s  sometimes delayed, general 
administration and especially security absorb almost the entire recurrent budget, leaving less 
than 8 percent for social services in most cases (see Figure 3.1). Puntland, for instance, de- 
votes less than 3 percent o f  the budget to education and health and i s  in seven months’ arrears 
in the payment o f  salaries to c iv i l  servants. Moreover, virtually nil i s  spent o n  development 
expenditures (4 percent in Puntland), as most expenditures go for salaries, administration, 
and logistics. Planning agencies plan in the expectation o f  donor funds. 

3.13 Staff are not competitively paid across al l  levels. A minister or director general in 
Puntland or Somaliland is paid, after allowances after factored in, about the same or slightly 
less than a carpenter or mason in the private sector (see Table 3.1). A Somaliland policeman 
i s  paid about 5 percent, and a Puntland clerk or driver about 25 percent, o f  a carpenter’s 
wage. It i s  very difficult to attract well-qualified professionals or to motivate any staff under 
such conditions. Qualified professionals prefer setting up an NGO to supply public goods and 
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Table 3.1: A Minister i s  Paid the Same as a Carpenter 

Source: Puntland Minister o f  Labor, Sports and Youth, February, 2005 for  monthly 
c i v i l  service salaries and W o r l d  Bank mission (SoSh. converted in U S $  at 19,480). 

3.14 A positive consequence o f  the capacity, budgetary, and incentive problems i s  that 
many public services are quite effectively provided by the private sector and by NGOs. 
Moreover, public-private partnerships have also flourished. This applies to water, electricity, 
education, and health. A new hotel in Hergeisa has negotiated an agreement with the public 
water supply company, which owns the wells and pumping capacity, to  pipe water to resi- 
dents in the neighborhood o f  the hotel. The same hotel i s  currently supplying electricity to 
the publicly owned and managed airport from i t s  own generator. The Mayor  o f  Hergeisa pays 
five NGOs each US$5,000 a month to collect garbage, and has provided some o f  the vehicles 
needed. In most case, there i s  also some degree o f  direct public provision and co-payments 
by local governments. For example, Hergeisa has a public company that supplies some water, 
and the municipality o f  Berbera subsidizes schools and electricity for police stations that are 
under the responsibility o f  the state government (see Table 3.2). 

3.15 While many o f  the necessary structures and processes o f  public administration are in 
place in Somaliland and Puntland, they are not as effective or equitable as they might be, 
since neither the human nor financial capacity exists for most ministries to fulfill their re- 
sponsibilities. The focus on security i s  appropriate in a conflict or early post-conflict situa- 
tion, but as peace returns greater attention will have to be  paid to putting in place processes 
that wil l assure the delivery o f  basic public services to the whole o f  the population and not 
just to the better-off who can afford to pay. 
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Table 3.2: Assessment Matrix of  Public Service Capacity in Northern Regional States 
Objective 
Credible 
Pol icy  

Predictable 
Resources 

Delivered 
Services 

Structures 
Structures o f  public ad- 
ministration in place, in- 
cluding elected local ad- 
ministrations. 

Ministries o f  Finance and 
Planning in place. Somali- 
land Parliament has com- 
mittees to  review budget 
and audit reports. The 
ports o f  Berbera and 
Bosasso in stronger posi- 
t i on  than others, and even 
state govemments, as they 
are the source o f  most 
publ ic revenues. 
The usual service delivery 
ministries are in place and 
staffed but almost a l l  ser- 
vices delivered by NGOs, 
donors, or private sector. 
M a n y  examples o f  publ ic- 
private partnerships. 

Processes 
Typical formal pol icy process i s  
in place, although many key 
decisions are taken informally. 
President and h i s  immediate 
staff at center o f  decision mak- 
ing. Direct informal consulta- 
tions with ministers and other 
leaders. 

Annual budget process, with 
almost a l l  public resources spent 
o n  security. Cash budget, with 
very variable but reasonably 
predictable cash flows. No me- 
dium-term expenditure frame- 
work. M u c h  informal raising o f  
cash for publ ic services f r o m  the 
private sector. Suspension o f  
most livestock exports has hit 
tax revenue hard. 
Highly decentralized service 
delivery, by communities or 
business people. Applies to 
power and water as we l l  as edu- 
cation and health. N o  effective 
regulation by public sector, 
which does however not  stand in 
way o f  local initiative. Close 
personal relationships among 
politicians and senior officials 
and private sector. 

Building Accountable and Capable Somali State Institutions 

Incentives 
Very weak for most staff since 
so l i t t le funding available for 
policies other than security. 
Staff poor ly  paid; must sup- 
plement incomes f r o m  outside 
public sector; many work  on ly  
part-time; substantial over- 
staffing. Pay 6 months in ar- 
rears. 
Accountant general reports 
that accounts are current, 
wh ich  makes it easier t o  h o l d  
controll ing off icer account- 
able. Finance staff very poor ly  
paid, so impossible to hire 
qualif ied accountants. Better 
quality staff  in senior positions 
attracted by future prospects 
under peaceful, recognized 
regime rather than current pay. 
The main incentives for deliv- 
ering services are clear de- 
mand, a willingness o f  the 
public t o  pay, and a lack o f  
regulation o r  competition. 
There is often partial publ ic 
f inancial support, for example, 
free electric power to  pol ice 
stations and salaries o f  some 
teachers at schools. 

3.16 The National Peace and Reconciliation Conference in Nairobi in 2004 led to the es- 
tablishment o f  the basic political organs o f  a Transitional Federal Government: a parliament, 
a president, a prime minister, and a cabinet o f  91  who so far have been occupied mostly with 
political and security issues rather than capacity, reconstruction, and economic pol icy mat- 
ters. As yet, no c iv i l  servants have been appointed by the TFG, although many members o f  
the TFG have informal and for the time being unpaid advisors (see Box 3.1). 
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Box 3.1 : Constitutional Assignment of  Responsibilities to Levels of  Governments 
According to the Transitional Charter, the Transitional Federal Government shall have authority 

throughout the Somali Republic over the following matters: 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 

Foreign affairs 
Defense and security 
Finance and Central Bank 
Establishment o f  state structures 
Posts and telecommunications 
Immigration and naturalization 
Ports administration 
Planning and economic development 
Natural resources 
Acceptance and licensing o f  private companies specifically at national level 
Collecting import/export and indirect taxes 

The state governments shall control the following functions within their territories: 
Education. 
Health. 
Regional roads. 
Environment protection 
Regional police 
Housing 
Water and electricity development 
Agricultural development and water 
Management 
Livestock and rangeland development 
Development o f  small businesses and states 
business cooperations 
Settlement o f  population 
Develop state constitutions their  state flags and state emblem 
Appointment o f  state election committees and implementation o f  state elections 
Collection o f  a l l  direct taxes 
Promotion o f  sports, arts, literature, and folklore 
Business licenses 
Town planning and construction permits. 
Public sanitation 
Recreation centers and child gardens 
General public health 

Source: Transitional Charter adopted by the Somali Reconciliation Conference. 

3.17 The conference also adopted a Transitional Federal Charter that aims at establishing 
good governance and provides for four levels o f  administrative hierarchy: the executive arm 
o f  the TFG, state governments (with regions federated according to free will), regional ad- 
ministrations, and district administrations. The charter directs the TFG to promote good gov- 
ernance by establishing and strengthening (i) mechanisms for clear communication and full 
disclosure o f  information to the public to ensure transparency in government; (ii) a frame- 
work for legal and judicial reform; (iii) transparency and professionalism in recruitment and 
promotions in the c iv i l  service; (iv) the representation o f  women and other marginalized 
groups in decision-making positions; (v) systems for consensus building and ownership o f  
decisions o f  governance; and (vi) mechanisms for the decentralization o f  power and decision 
making. The Charter empowers the TFG to name a 13-member commission with the task o f  
determining the details o f  how to transform Somalia's government into federal one as we l l  as 
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how many federal regions the country wi l l  have, what their borders wil l be, and what rela- 
tionship they’ll have with the central government. The commission would also be tasked with 
drafting a constitution to replace the current Transitional Charter within two years. 

3.18 The future agenda for establishing an effective public administration at the center and 
strengthening the existing ones in the regions i s  very complex, as politicians wil l need to 
fine-tune the federalist prescriptions o f  the Transitional Charter to address the reality o f  dif- 
ferent regions having very different degrees o f  political legitimacy and administrative capaci- 
ties-which might involve, at least for an interim period, asymmetric arrangements. None- 
theless, Somalia has some advantages over other post-conflict countries. Unl ike Afghanistan, 
Somalia has no major ethnic divisions, with al l  Somalis sharing a single common ancestor. 
Unl ike Mozambique, where scores o f  different languages are spoken, Somalia has a single 
language spoken by all. Also, virtually al l  Somalis share the same religious faith. And finally, 
Somalis appear united in advocating a minimalist state based on free market principles and 
decentralization o f  service delivery. 

3.19 Given the past failure o f  the state and the limited available resources that the state 
wil l be able to muster, i t  wil l be critical that the pace o f  reconstruction remain in l ine with 
that o f  accountability and capacity building. Thus, governments-whether at the center, in 
the regions, or local-should focus on their core functions, that is: (i) formulating plans, pol- 
icy, and regulatory frameworks that ensure economic competition, equitable access, and con- 
sideration o f  “externalities”; (ii) assuring the resources needed to implement them; and (iii) 
either providing public goods and services that the private sector cannot provide or would 
only inadequately or inefficiently provide such as law and order, roads, and primary health 
and education services or regulating their provision by local governments, NGOs and CBOs, 
and the private sector (see Box 3.2). 

Box 3.2: Community and NGO Provision of Public Services 
There are many examples in al l  regions of communities and NGOs stepping in to provide public services 

where the state lacked fiscal capacity, from parents rebuilding schools and paying teachers salaries to NGOs 
collecting garbage. An example o f  partnership between the public (e.g., the municipality) and the not-for- 
profit sectors (some NGOs) i s  garbage collection in Hargeisa and water provision in Bosasso. 

There are over 65 local, national, and international NGOs working in different sectors and regions o f  So- 
malia (SACB 2003). Some umbrella organizations have established very wide networks and have partially 
taken on  roles traditionally performed by government. Such organizations include the Formal Private Educa- 
tion Network Services (FPENS) in the education sector (addressing curriculum development, certification, 
monitoring and evaluation of schools) and professional associations l ike the Somali Medical professional As- 
sociation (certifying the qualifications o f  medical practitioners, especially in Mogadishu), and other associa- 
tions in the fishing, livestock, agriculture, pharmaceutical and other industries have formed powerful associa- 
t ion for the purposes o f  se l f  regulation. Some have impressive by-laws that can become the basis o f  future 
legislations. They have different capacities and reach but their varied experiences can be invaluable asset to 
future l ine ministries and public agencies in each sector. 

In some cases, the distinction between civ i l  society and authorities in Somalia i s  unclear. Different entities 
and organizations in the same local area may sometimes perform different functions typical o f  local govern- 
ment such as running schools, providing justice and maintaining law and order, without necessarily being sub- 
jected to a single authority or coordinating their efforts. Clan loyalty and nationalism tend to pull civi l  society 
and authorities closer together, making i t  harder to distinguish between them. A clear distinction between civ i l  
society and the private sector in Somalia i s  also difficult due to the weakness or absence o f  a regulatory 
framework for NGO-activities in different parts o f  the country. Many organizations that identify themselves as 
NGOs to donors may in fact resemble profi t  driven private enterprises. 
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3.20 Given in addition to the de facto decentralization o f  service delivery and the enhanced 
accountability that such a system affords, the central and regional governments should leave 
it to districts and municipalities, NGOs, and the private sector to deliver most public goods 
and services. The higher levels o f  governments would, however, be expected to set standards, 
monitor quality, and retain the authority to take over failing local service providers. 

3.21 Whi le experience has been mixed in terms o f  results achieved f rom the decentraliza- 
t ion approach,27 it nevertheless remains preferable to the alternative o f  re-establishing highly 
centralized governments because the latter have failed in most developing countries to ensure 
an adequate supply o f  basic public services to the poor. Social funds can be a powerful in- 
strument o f  support for decentralized service delivery, but they should be  designed-as has 
been the case in Sierra Leone-to channel their resources through established local councils 
rather than limiting eligibility to communities and voluntary organizations that remain totally 
dependent o n  donor funding (see Box  3.3). The debate over the speed o f  devolution and i t s  
relationship with local governments’ capacity i s  less relevant in Somalia than in other coun- 
tries, given the reality on the ground and the absence or weaknesses o f  central governments. 
Nonetheless, various countries such as Indonesia, Ethiopia, South Africa, and a post-conflict 
country l ike Sierra Leone provide successful examples of  a rapid and large transfer o f  re- 
sponsibilities to local governments. 

Box 3.3: Canada Fund for Local Initiatives: Somalia Program 
The absence o f  government has given the international agencies and NGOs a useful  but dominating role in 

the provision o f  services and development assistance. This fact has the potential for friction among these or- 
ganizations and the local governments, NGOs, and communities. An exception to this scenario i s  the Canada 
Fund for Local Initiatives: Somalia Program, which i s  funded by the Canadian International Development 
Agency (CIDA). The Fund supports initiatives proposed by local NGOs and community organizations, the latter 
usually assisted by experienced international or local NGOs. The needs are identified by the communities and 
the planning i s  done in a participatory way. 

To  qualify, the local NGOs and community organizations need to have a history o f  achievement, reference 
letters, and a bank account in Kenya or an international partner that can assist in the transfer o f  funds. Monies 
are transferred in installments that match the planned implementation phases. Progress reports and photographic 
documentations are used to show achievements. 

In financial year 2004-2005 twenty-five local NGOs, community organizations, and international partners 
were at work implementing small projects for a total o f  $305,580 in al l  regions and in various sectors, such as in 
agricultural and natural resources management, health, peace initiative, news media and small business devel- 
opment. 

Source: Presentation by Abdi A. Mohamed (Baffo), Coordinator, Canada Fund for Local Initiatives: Somalia 
Programme to the C E M  Julv 2005 Bank mission. 

3.22 The central and regional governments, as wel l  as the donor community, ought to  pro- 
vide strong incentives for local units to improve services. Those who do we l l  with the funds 
given to them should be rewarded with additional resources, and perhaps even wider powers 
(see Box 3.4). This has been the approach in Sierra Leone, where local councils can access 
block grant funds, to use as they decide, only if they meet certain basic conditions. At the 
same time, the government and the donors have put in place a capacity-building program to 

~ ~~ ~ ~~ ~~ 

27 See, for example, the World Bank’s decentralization web site. 
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help the local councils handle the rising flow o f  grants from central government efficiently. 
South A f i i ca  and Ethiopia provide also good models o f  rule-based fiscal decentralization. 

Box 3.4: Social Funds: Addressing the “Two-Track Dilemma” 
When operating in states wi th weak government capacity for service delivery, and especially in post- 

conflict settings, donors face a “two-track dilemma” in meeting the needs o f  the population. One track i s  fo- 
cused on  the short-term need to deliver services to poor and vulnerable populations as soon as possible. The 
second track i s  the more long-term task o f  reforming or rebuilding public institutions. 

Seen as one o f  the primary instruments o f  community-driven reconstruction in post-conflict states, social 
funds are often employed in the interest o f  track one. They are considered instruments o f  choice because o f  their 
ability to deliver services quickly and efficiently, as well as their value in soothing the wounds o f  conflict by 
helping to rebuild social capital through community engagement. 

Considerable debate has taken place around the value o f  social funds, with critics arguing that, while they 
may prove useful on the f i r s t  track, this i s  at the expense o f  the second. The findings o f  two recent reviews by 
the World Bank o f  the experience with a number o f  social funds around the world (Bhatia 2005) and in the L A C  
region (Serrano, 2005) are summarized below. 

Autonomy. Most social funds are part o f  the overall public sector and owe their  agility and responsive- 
ness largely to the managerial and operational autonomy they are given. But they have very little pol- 
icy autonomy because their policies are predetermined and overseen by boards or steering committees 
on  which government officials hold a significant share o f  seats. 
Staffing and Salaries. Base salaries are significantly higher in social funds than in the public sector, but 
the two are not strictly comparable because public sector employees enjoy greater j ob  stability and re- 
ceive generous housing and other benefits not available to social fund employees. 
Procurement and Disbursement. Although social funds are often criticized for lacking rules beyond 
those imposed by donors, there i s  l i t t le  evidence to suggest that social funds distort procurement or 
disbursement any more than other donor-funded projects. On  the contrary, social funds usually pro- 
mote more transparent, simple procurement practices than line min is t r ies  do. 
Budgetary and Accountabilitv Issues. Social funds are being increasingly integrated into national 
budgets, but the donor portion o f  funding needs to be much more integrated. The concern that they add 
to the recurrent costs o f  government i s  being addressed through improved coordination wi th sectoral 
agencies and advance identification o f  sources for meeting recurrent liabilities. 
Relationship wi th Sectoral Agencies. Although social funds are accused o f  undermining sectoral coor- 
dination and weakening line ministries, the current generation o f  funds has developed several ways to 
enhance synergies between the two. They also contribute to institutional development and to demand 
for sectoral reforms by engaging communities in the quest for better service delivery. 
Corruption. There i s  insufficient evidence to determine whether social funds are cost-effective primar- 
i ly because they reduce corruption. However, a high degree o f  transparency in social fund operations i s  
achieved through computerized management information systems, widely distributed operation manu- 
als, frequent audits, and sustained information campaigns. 
Decentralization. Social funds are increasingly working to balance the long-term objective o f  building 
capacity in the permanent structures o f  local government and the immediate need to deliver services to 
poor people in the most efficient and cost-effective way. A steady s h i f t  o f  responsibilities from social 
funds to decentralized agencies i s  simultaneously becoming a key objective o f  funds. Most L A C  coun- 
tries with social funds are reforming them to become effective instruments o f  decentralization pol icy 
wi th a more balanced approach to local development. These reforms have involved either mergers o f  
funds, absorption by l i ne  ministries, or the institutionalization o f  social funds as permanent agencies 
wi th clearer and permanent mandates. While the process o f  reform in the L A C  region i s  incomplete, 
there i s  convergence in the roles that are being assigned to social funds: 
1 Conditional, matching grant mechanisms that leverage municipal investments toward national pri- 

orities (Bolivia and El Salvador were the first examples o f  this trend) 
1 The implementation arm o f  a local investment national program for poverty reduction, focused on  

strengthening local government and community capacities for planning, financing, and managing 
local infrastructure services in a participatory and accountable manner. 

Sources: Bhatia 2005 and Serrano 2005, World Bank (at www.worldbank.orglsocia1 funds). 
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3.23 The role o f  the central governments, even in unitary states, le t  alone federal ones, i s  to 
focus o n  the formulation o f  pol icy and on monitoring and evaluating i t s  implementation and 
impact, not to  become directly involved in the delivery o f  services, with a few exceptions 
such as national security. Countries that have moved in this direction typically have reduced 
the number o f  ministries from about 25 to about 15 (for example, in Malawi). Puntland, with 
17 ministries, i s  already in l ine with this approach, although under the 1998 Charter i t was to 
have only 9. However, a small size has to be weighed against the need to have full represen- 
tation o f  regional and other interests in the cabinet, often particularly important in a post- 
conflict situation. Nonetheless, i t  i s  rare to have cabinets as big as the TFG (two states in In- 
dia do, and in Africa the Kaunda’s cabinet in Zambia included wel l  over 100 members). In 
the cases o f  Somaliland and the TFG, it would be desirable to consolidate some ministries to 
reduce their number, or at least to cluster some to minimize administrative sprawl. 

3.24 Nonetheless, the new federal government should launch and lead a national crash re- 
covery and reconstruction program. Many other post-conflict governments have established 
their authority through such programs, including Sierra Leone, Afghanistan, and South Af- 
rica’s fol lowing the end o f  apartheid. A reconstruction program can simultaneously start off- 
setting the damage done by the c iv i l  war and address other natural disasters (for example, the 
tsunami). I t  would create jobs, especially for former combatants, thus building confidence in 
the new government (see Box 3.5) Such a program, funded by donors through the central 
governments, could also be used to build the managerial capacity o f  local administrative 
units supervising the contract work o f  NGOs and the private sector. 

Box 3.5: Multi-donor Support for Demobilization and Reintegration in Central Africa 
Following the 2001 Lusaka Accord ending active hostilities that embroiled nine Afr ican countries in the 

Democratic Republic o f  Congo civi l  war, the World Bank, along with several donors and UN partners, initiated 
an innovative regional partnership program, the Multi-Country Demobilization and Reintegration Program 
(MDRP) for the Greater Great Lakes region o f  central Africa, to finance and coordinate assistance for one o f  the 
most challenging early steps in the transition from war to peace, the demobilization and re-integration o f  former 
combatants. With an overall budget o f  about US$500 mi l l ion and a target group o f  approximately 450,000 ex- 
combatants, MDRP i s  the largest undertaking o f  its kind in the world. The program has faced several challenges 
related to political and security conditions during the past four plus years. 

The f i rst  step in the process i s  to demobilize ex-combatants in a secure setting, providing them with basic 
medical care, HIV/AIDS counseling, and civic education before they return home. They are then given 
monetized transitional support to help establish a new civilian household for themselves and their families. 
Upon returning to their communities, they are offered the opportunity to access vocational training or education, 
to establish income-generating activities, or to secure employment. In Africa, i t  i s  estimated to cost about 
US$1,200 to turn an ex-combatant into a civilian with a j ob  and a role in h i s  or her community. 

In the long run, however, it i s  essential to go beyond dealing wi th the immediate aftermath o f  conflicts and 
address the root causes, which often revolve around issues o f  political and economic governance, access to land 
and employment, and perceptions o f  social exclusion. Ten years after a vicious c iv i l  war, Rwanda i s  determined 
to sustain i t s  strong growth and poverty reduction performance and to become a high-tech trade hub in central 
Africa, thanks to strong leadership and continuing support f rom the international donor community. 

Early and sustained engagement, planning, and coordination by donors and country officials are also re- 
quired in order to succeed when political conditions are ripe. In Burundi, for instance, donors cooperated in both 
demobilization planning, which started in 2000, and implementation, which began only in December 2004, after 
the signing o f  the final cease-fire agreements. 

Source: World Bank’s Today, October 27,2005 
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3.25 To build early confidence and ownership o f  the reconstruction plans, the TFG will 
have to develop rapidly i t s  own capacity to formulate plans, policies, and regulations and to 
implement them. Four units and the c iv i l  servants to staff them are needed immediately and 
also for the long term: (i) a policy management and advisory unit for the President and the 
cabinet to review plans and pol icy proposals, including how to source revenue for the new 
government, in the immediate and longer term; (ii) a federal c iv i l  service commission for 
managing hiring first (and later career development) along professional lines; and (iii) an ex- 
penditure management and financial accountability system to ensure efficiency and transpar- 
ency from the outset. I t  wil l prove easier to attract qualified staff from the Diaspora if inter- 
national salaries are paid to these key staff. In the early months and even years, i t may also 
prove necessary to hire experienced foreign consultants to fill key l ine positions. In fact, one 
o f  the first priori ty actions by Afghanistan’s and South Sudan’s new governments was to hire 
consultants to put in place basic accounting systems and set up c iv i l  service commissions to 
hire staff on the basis o f  professional competence rather than political allegiance. 

3.26 The TFG and the donors wish to avoid the risk o f  top-down institution building 
(which south-central Somalia faces, unless the process o f  district-level institution rebuilding 
i s  truly participatory and open). However, most other conflict-affected countries (for exam- 
ple, East Timor, Mozambique, and Afghanistan), in addition to building capacity at the ten- 
ter in the early post-conflict period, focused on the “raising the flag” objective; that is, estab- 
lishing the authority o f  the new central government and leading the rebuilding o f  regional 
and local institutions from the center. In fact, in Afghanistan the Karzai government set out 
to destroy the power o f  local warlords by taking over their c iv i l  servants and, even more im- 
portant, their sources o f  revenue. Even Sierra Leone, which a few years after the conflict 
ended i s  now focusing on gradually decentralizing service delivery, at f i rst  concentrated the 
management o f  al l  rel ief and development programs at the center. If donors wish to nudge 
the TFG away from copying these experiences, they must at least support its authority and 
capacity to deliver in those areas that are i t s  primary responsibilities under the Char- 
ter-peace, security, foreign affairs, and macroeconomic management. 

3.27 In the near future, the new federal government and the regional governments should 
also consider together with donors in a forum how to establish the public service for the na- 
t ion as a whole. The governments o f  Nor th and South Sudan have recently held just such a 
meeting in February, facilitated by a number o f  donors. Previous knowledge exchanges could 
be facilitated about other post-conflict countries’ experiences o f  re-establishing their public 
services. The newly assembled Somali professional team should draft a strategic plan to es- 
tablish a federal public service, taking inspiration f rom the concrete ideas already put forward 
in the report by the Committee on Reconstruction o f  the National Reconciliation Conference. 
Appropriate incentives and training will be required, with the latter fol lowing restructuring 
and re-engineering, except for a small cadre o f  strategic staff that will have to be trained im- 
mediately. 

3.28 Flexible planning capacity and accountability have a key role in driving the imple- 
mentation o f  the new institutional arrangements. The planning process should allow for 
flexible responses to changing circumstances. As the reconstruction process unfolds, some 
measures will succeed as expected, and others will unexpectedly fail. New options and ideas 
wil l emerge. The long-term strategic objectives should be clear, but the paths to get there 
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might change. Monitoring, reviewing, and adjusting wil l be critical to the success o f  the re- 
construction efforts. The development o f  strong accountability systems, including effective 
bottom-up pressures at the community level early in the process, given the newness o f  local 
councils and the weakness o f  parliamentary oversight capacity, will greatly facilitate such 
adjustments. 

3.29 As parts o f  Somalia may experience windfall revenues from o i l  exploration and pos- 
sibly in later years f rom o i l  extraction, i t i s  important to be aware o f  the lessons learned from 
other Afr ican oil-exporting countries, such as Nigeria, Angola, Gabon, Equatorial Guinea, 
and Chad. Large-scale official corruption and mismanagement would be more difficult if 
global oil, gas, and mining companies would make public al l  their payments to the govern- 
ments involved. In 2002, an international coalition o f  130 NGOs began a campaign called 
“Publish What You Pay” to demand such disclosure from international o i l  companies. At the 
country level, the Wor ld  Bank extended financial assistance in the early part o f  this decade to 
Chad for a pipeline project to transport i t s  o i l  to a Cameroonian seaport conditioned on 
strong transparency and pro-poor expenditure allocations. Chad committed to spending 80 
percent o f  the more than US$2 bi l l ion o i l  revenues in the next 20 years that i t expected to re- 
ceive on building schools, clinics, roads, and fulfilling other basic needs under an unprece- 
dented degree o f  international and domestic scrutiny. The citizens’ committee that recently 
evaluated the f i rst  year’s expenditures from o i l  earnings, however, was critical o f  the man- 
agement o f  many projects and their implementation and raised alarm bells regarding their 
chances to have the expected development impact. 

3.30 In general, fencing o f f  revenues from o i l  (or any other source) and setting up elabo- 
rate monitoring and evaluation mechanisms for their use i s  an inadequate response to perva- 
sive problems o f  poor governance or credibility. Whether expenditures f rom o i l  earnings 
(and from aid) can be properly managed and utilized may in fact make l i t t le  difference in 
terms o f  overall development impact, if other revenue sources are hijacked by corrupt leaders 
or a poorly paid c iv i l  service. Money is fungible, and enhanced control over only one or two 
sources may wel l  be offset by more diversion, waste, and abuse o f  other sources. A compre- 
hensive public expenditure accountability framework, providing for full disclosure, monitor- 
ing, and evaluation o f  al l  sources o f  revenues and o f  a l l  expenditures by democratic institu- 
tions (including citizens’ committees and local communities) and external development part- 
ners, i s  necessary to assure their efficient use for development and poverty reduction. 

3.3 1 Another lesson from other post-conflict countries i s  that i t  i s  unrealistic to rely on the 
national budget to pay the salaries o f  the high-quality staff needed to re-establish government 
and the public service. Donors should fund salaries o f  top c iv i l  servants to avoid competing 
among themselves for project staff, thus forcing up salaries even further. For example, do- 
nors are paying the salaries o f  the top 100 or so civi l  servants in Sierra Leone and did initially 
hnd the entire personnel budget in Afghanistan. Similar donor support for the salaries o f  key  
staff has been proposed under the UNDP Somalia Emergency Budget Support Project. 

3.32 Most donors contribute to multi-donor trust  h n d s  to support the recurrent and devel- 
opment budgets o f  post-conflict governments (see B o x  8.2). Care has to be taken to balance 
the political need by the governments and the donors to demonstrate immediate results and 
the development need o f  building sustainable national capacity. For  example, procurement 
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and auditing in ministries o f  finance are usually outsourced. This ensures immediate trans- 
parency and accountability. However, i t  wil l be critical that such schemes do not undermine 
political sovereignty and that they contribute to state capacity building. The experience o f  
contracting out certain key financial management and accountability functions is mixed. 
While such a scheme works in assuring transparent management, inadequate attention to the 
capacity building needs o f  the government and perpetuation o f  contracting-out arrangements 
and multi-donor trust funds are i t s  major drawbacks. Afghanistan’s scheme, supposed to last 
only a few years, has been extended well into the future. And Sierra Leone i s  virtually run by 
project implementation units outside government, leaving extremely weak capacity in those 
departments not linked to projects. Hence, in the init ial  design stage, a clear vision i s  needed 
for eventual transition and capable government. 

3.33 Capacity building is not just training but rather includes setting up or improving the 
structures, processes, and incentives needed to carry out the three main functions o f  govern- 
ment noted above. The needs for assistance in this area are substantial, for the regional state 
administrations in the north, for the federal government once i t  starts making staffing ap- 
pointments, and also in south-central Somalia once regional administrations form. The 
UNDP and other donors have been supporting capacity building in Somaliland, which i s  im- 
plementing a c iv i l  service reform program, and in Puntland. Given that the staffing issue i s  
more one o f  quality than quantity, as well as of access to financial resources, training re- 
quests should be addressed as part o f  strategic reform plans for the public service in Somalia 
as a whole and i t s  component parts. 

3.34 The special needs o f  south-central Somalia will be best addressed by supporting the 
establishment o f  local governments first. Although the region as a whole or i t s  subregions 
have had no governments at al l  and have suffered the most f rom war and insecurity, local 
governments o f  an informal kind did and do exist, led by elders and factional leaders. Top- 
down attempts to re-establish security and public administrations by the federal and also by 
future regional governments are l ikely to be met with armed resistance. Recent Somali his- 
tory, however, shows that no faction or clan can impose a long-lasting political and mil i tary 
solution. Thus, it i s  indeed right for the Somali federal authorities as well as for the donor 
community to give priori ty to, and to provide financial support for, the re-establishment o f  
local governments and initiatives, then build upwards institutionally, as they are indeed in- 
tended to do. 

3.35 An action plan for a program o f  donor-supported reconstruction in a post-conflict 
country i s  expected to be presented in the format o f  a Transitional Results Matrix. Such a 
matrix i s  the first step toward a normalization o f  relations with donors under a full Poverty 
Reduction Strategy (PRS) or other national planning framework. Possible criteria for includ- 
ing and sequencing actions in the Transitional Results Matr ix are: early actions should gener- 
ate rapid, visible results; they should not establish institutions or  expectations that wil l con- 
flict with more medium-term policies or goals; and they should avoid actions that are l ikely 
to exacerbate social conflict. Results-based frameworks promote the use o f  outcome indica- 
tors as monitorable targets, but the short timeframe used in most transitional results matrices 
and the lack of reliable quantitative baseline data make development outcomes dif f icult  to 
specify or measure for many key sectors. In addition, the time-dependent nature o f  Low-  
Income Countries Under Stress (LICUS) results (employment generation in June may avert 
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social instability, while November may be too late) argues for a stronger focus o n  intermedi- 
ate indicators than would usually be the case in a results-based strategy (monitoring whether 
key procurement actions have been completed on time, for example). 

3.36 International donors are often not able to identify and understand the clan and re l i -  
gious affiliations o f  local organizations and local staff. This gap, coupled with their prefer- 
ence for international staff in project-related managerial posts, tends to create a certain mu- 
tual distrust between donors and Somalis that has wider implications for ownership and aid 
effectiveness. Thus, donors should help local NGOs and Somali nationals assume a greater 
share o f  managerial responsibilities for projects and project funds, albeit with supervision by 
international staff to avoid nepotism or clannism. They should build NGOs’ and CSOs’ ca- 
pacity to manage and implement aid projects. In this way, Somalia wi l l  also benefit f rom an 
institutional framework that connects users and providers o f  services directly at the local 
level without the problems o f  “long accountability chains.” In the medium and long term, 
however, c iv i l  society should expect international support to shift such aid increasingly to 
and through governments, as their legitimacy and capacity grow. 

3.37 Improving the delivery o f  key public services to poor people i s  critical to accelerate 
progress in human development, because more public spending by itself  will not suffice. The 
2004 World Development Report pointed to several stories o f  failures and success, surveyed 
innovative experiences, and recommended strengthening poor people’s participation in moni- 
toring and rewarding service providers (see Box  3.6). 

Box 3.6: Services f o r  Poor People - How Governments and Citizens can do Better  
Services are failing poor people. In Adaboya, Ghana, “children must walk four kilometers to attend 

school because, while there i s  a school building in the village, it sits in disrepair and cannot be used in the rainy 
season.” In Potrero Sula, El Salvador, villagers complain that “the health post here i s  useless because there i s  no 
doctor or nurse, and i t  i s  only open two days a week unti l  noon.” A common response in a client survey by 
women who had given birth at rural health centers in the Mutasa district o f  Zimbabwe i s  that they were hit by 
staff during delivery. Anecdotes like these are supported by accounts from other countries as well. The average 
poor child in rural Ma l i  has to walk eight kilometers to primary school. Her counterpart in rural Chad has to 
walk 23 kilometers to get to a clinic. A bi l l ion people worldwide lack access to an improved water source; 2.5 
bi l l ion lack access to improved sanitation. Even when poor people have access, the quality o f  services i s  dis- 
tressingly low. In random visits to 200 primary schools in India, investigators found no teaching activity in ha l f  
o f  them at the time o f  visit. Up to 45 percent o f  teachers in Ethopia were absent at least one day in the week 
before a visit, 10 percent o f  them for three days or more. A survey o f  primary health care facilities in Bangla- 
desh found the absenteeism rate among doctors to be 74 percent. 

Services can work when poor people stand at the center of service provision-when they can avoid 
poor providers, while rewarding good providers wi th their clientele, and when their voices are heard by pol i t i -  
cians-that is, when service providers have incentives to serve the poor. Indonesia used i t s  o i l  windfalls to build 
new schools and hire more teachers, doubling primary enrollment to 90 percent by 1986. The number o f  chil- 
dren enrolled in primary schools in Uganda increased from 3.6 mi l l ion to 6.9 mil l ion in five years. A program in 
Mexico that gives cash to poor households if they visit a clinic regularly and their children attend school re- 
duced il lness among children by 20 percent and increased secondary enrollment for boys and for girls (by 5 and 
8 percent, respectively). The report documents three ways in which services can be improved: 

By increasing poor clients’ choice and participation in sewice delivey, so they can monitor and discipline 
providers. School voucher schemes-such as one for poor families in Colombia, or a girls’ scholarship 
program in Bangladesh that paid schools based on the number o f  girls they enrolled-increased clients’ 
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Box 3.6: Services for Poor people - how Governments and Citizens can do Better 
(continued) 

+ power over providers, and substantially increased enrollment. Community-managed schools in El Salvador, 
where parents visited schools regularly, lowered teacher absenteeism and raised student test scores. 

By raising poor citizens ’ voice, through the ballot box and making information widely available. Service 
delivery surveys in Bangalore, India, that showed poor people the quality o f  the water, health, education, 
and transport services they were receiving compared to neighboring districts, increased demand for better 
public services and forced politicians to act. 

By rewarding the efective and penalizing the inefective delively of services to poor people. In the after- 
math o f  a c iv i l  war, Cambodia paid primary health providers in two districts based on the health o f  the 
households (as measured by independent surveys) in their district. Health indicators, as well  as use by the 
poor, in those districts improved relative to other districts. 

Public-private partnerships are most effective. Providing communities wi th healthcare, education, and 
other services has been a contentious issue in many countries, with government services pitted against large- 
scale privatization. The report says that, while there are frequent problems with public services, it would be 
wrong to conclude that government should give up and leave everything to the private sector. If individuals are 
left to their own devices, they wil l not provide levels o f  education and health that they collectively want. Not  
only i s  th is  true in theory, but in practice no country has achieved significant improvement in child mortality 
and primary education without government involvement. Furthermore, private sector participation in health, 
education, and infrastructure i s  not without problems, especially in reaching poor people. The extreme position 
that the public sector should do everything i s  clearly not desirable either. Moreover, simply increasing public 
spending-without seeking improvements in the efficiency o f  that spending-is unlikely to reap substantial 
benefits. The productivity o f  public spending varies enormously across countries. Ethiopia and Malawi spend 
roughly the same amount per person on primary education, with very different outcomes. Peru and Thailand 
spend vastly different amounts, with similar outcomes. 

N o  one size fits all. The type o f  service delivery mechanism needs to be tailored to characteristics o f  the 
service and circumstances o f  the country. For instance, if the service i s  easy to monitor, such as immunization, 
and it i s  in a country where the politics are pro-poor, such as Norway, then it can be delivered by the central 
government directly, or contracted out. But if the politics of the country are such that these resources are likely 
to be diverted to the well-off by way o f  patronage, and the service i s  difficult to monitor, such as student learn- 
ing, then arrangements that strengthen the poor client’s power as much as possible are necessary. Means-tested 
voucher schemes, as in Colombia or Bangladesh, community-managed schools as in El Salvador, or transparent, 
rule-based programs, such as Mexico’s “Progresa,” are more l ikely to work. 

Innovating with service delivery arrangements in pilot projects will also not be enough. What i s  
needed are ways o f  widening the reach o f  these innovations or “scaling up” so the entire country can benefit. To 
achieve this, the report emphasizes the role o f  information-as a stimulant for public action, as a catalyst for 
change, as an input to making other reforms work. In Uganda, publishing in the newspaper the fact that only 13 
percent of the money due to primary schools was actually reaching the schools galvanized the populace. The 
share now i s  80 percent, and the entire budget o f  the school i s  posted on the schoolroom door. Systematic 
evaluation of these innovations, with a control group assessed alongside the “treatment group,’’ will give policy 
makers and donors confidence that what they are seeing i s  real. Such an evaluation o f  Mexico’s Progresa led to 
the program being scaled up to cover 20 percent o f  the Mexican population. 

+ 

+ 

Source: World Development Report 2004: Making Services Work for Poor People. 

3.38 Besides an enhanced pro-poor aid delivery, the TFG’s and donors’ development 
strategies should include community-driven approaches. In a number o f  conflict-affected 
countries in recent years, international aid organizations, including the Wor ld  Bank, have 
supported community-driven projects that provide block grants to community development 
committees to spend according to their own  priorities. The committees are supported by fa- 
cilitators, usually local NGOs that receive some training and support for their role under the 
projects. In Somalia, there have been some efforts to introduce community-driven ap- 

48 



proaches into aid projects, mostly by international NGOs and UN organizations including the 
International Labor Organization, UNICEF, the International Committee o f  the Red Cross 
(ICRC), Penha, Care, Habitat, Cefa, and FPENS, but also by local NGOs such as Hornrelief. 
These efforts have involved community participation in setting priorities and managing and 
monitoring projects at the local level, and in a few cases establishing local development 
committees and drafting prioritized plans to be financed by donor contributions. Where a 
community-driven approach to recovery i s  feasible, i t  may have a number o f  advantages over 
support through NGOs. Somali communities have already demonstrated their ability to at- 
tract and manage local resources and support effectively from alternative sources such as the 
Diaspora for a range o f  services where international donors are absent. Experiences from 
other post-conflict situations show that community-driven initiatives are effective in provid- 
ing quick and targeted aid. In addition, they create a basis for long-term sustainability and 
ownership o f  development by empowering people at the local level and by building local 
level institutions. This further strengthens political stability, the process o f  decentralization, 
and the overall bottom-up approach to rebuilding the public sector. 

3.39 Achieving the complex reforms mentioned in this chapter wil l be difficult, as there i s  
no silver bullet, just the hard task o f  reforming institutions and power relations, but govern- 
ments and donors have a unique opportunity to build on and strengthen an institutional 
framework for service delivery in Somalia that already emphasizes the “short accountability 
route” directly between users and providers. This institutional framework provides a strong 
basis for a bottom-up approach to rebuilding the public sector in Somalia based on sound 
principles o f  accountability, participation, and efficiency in service delivery. Such an ap- 
proach will focus on emerging government authorities as responsible mainly for setting pri- 
orities and policies and for monitoring the quality o f  services, with the actual delivery dele- 
gated to separate entities through contractual relationships. The Transitional Federal Gov- 
ernment wil l need to take responsibility for the access to and quality o f  basic services, but in 
most cases government agencies wil l not be directly responsible for delivering these services. 
In their assistance, donors should assure harmonization o f  pol icy and implementation prac- 
tices, mutual accountability, and predictability o f  aid flows, to reduce transaction costs and 
lower the overall administrative burden on the beneficiary o f  delivering aid, therefore im- 
proving absorptive capacity. An effective instrument o f  financial support to achieve these 
goals i s  a multi-donor country trust fund. 
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4. THE PRIVATE SECTOR: VIBRANCY AMIDST RUINS 

Private Sector Development with N o  Regulations 

4.1 Before the c iv i l  war, the private sector dominated livestock and crop production, the 
small manufacturing sector, and many service sectors such as retail trading, hotels, and con- 
struction. However, the state controlled through public enterprises, monopolistic jo int  ven- 
tures, and heavy regulations critical chokepoints and exports, such as shipping services for 
livestock exports, hides and skins processing and exports, frankincense and myrrh exports, 
inputs for crop production such as fertilizer and tractor services, fue l  imports and marketing, 
banking, and al l  infrastructure services. With the collapse o f  the state, the Somali private sec- 
tor was al l  o f  a sudden freed from such restrictions and, partly by using looted state assets, 
managed not only to survive but in many ways to thrive, despite continuing c iv i l  strife and 
insecurity and the near absence o f  supporting public sector institutions. 

4.2 The private sector also quickly took the place o f  the state in the provision o f  many 
goods and services, including basic infrastructure. Sometimes it did so better and more effi- 
ciently than the state before the c iv i l  war, as in telecommunications-an international phone 
call costs 50 cents per minute, the cheapest rate anywhere in Africa-and air transport- 
Daallo Airlines flies Paris-Djibouti for 40 percent o f  the price o f  Air France. Sometimes it 
did so less reliably and efficiently, as for electricity, water, and sanitation-but service i s  
now available in towns that never benefited f rom those services in the prior autocratic re- 
gime. And sometimes, as in the case o f  banking services beyond money transfers, i t did so 
only to a minimal extent. The private sector also offers essential social services, coverage o f  
which in some cases extends beyond peak levels achieved under the previous autocratic re- 
gime. Even in court services-dispute resolution, contract enforcement, property rights pro- 
tection, and law and order-private solutions relying on traditional clan customs have been 
viable so far. As growth introduces outside players into the economy, however, regulation 
inevitably will have to increase. 

4.3 Imperfect competition, externalities, and coordination failures, however, in addition 
to persistent insecurity in many regions, precluded efficient market outcomes in the absence 
o f  regulation. For example, the largest five livestock exporters and consumer goods import- 
ers, who are also the only large ship owners in the country, have strong influence over 
wholesale prices and restrict entry. Another example i s  the environmental harm done by i l l e -  
gal but nonetheless rampant charcoal exports. Similarly poor compliance with domestic and 
international quality product standards (restaurants, medicinal drugs, livestock exports) has 
harmed public health and the economy. Finally, pure public goods such as health and educa- 
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t ion for the poor that cannot be profitably provided by the private sector are available only to 
a l imited extent through domestic and international NGOs. 

4.4 If market participants could contract around (and thus offset) market failures, state 
involvement would not be needed through taxes, regulation, or laws to  correct such failures 
(Coase 1960). Such an outcome, however, would be only possible in a world o f  zero or 
minimal transaction costs and free contract enforcement. Public interest theorists take the op- 
posite view that regulation provides the best solution to market failures (Pigou 1934, Stiglitz 
1989). The assumption underlying this view, however, i s  that government is benevolent, that 
is, i t  operates to maximize the public welfare, i s  not influenced by special interests, and i s  not 
susceptible to corruption and rent seeking. 

4.5 In the real world, and especially so in Somalia, none of these extreme conditions do, 
or can be expected to, hold. Transaction costs are often high and contract enforcement imper- 
fect, and thus the private sector cannot-as i t  has not in Somalia-offset fully market failures 
without regulation. Government on the other side i s  often a malevolent actor, in corrupt and 
autocratic countries as well as in countries like Somalia with weak or no governance institu- 
tions, and thus regulation i s  often associated with worse market outcomes than unfettered 
private markets could achieve. 

4.6 Thus, Somali authorities should be cautious in expanding their regulatory role. When 
regulation i s  deemed necessary, the authorities should issue simple and transparent rules, to 
avoid taxing scarce enforcement capacity and to minimize bureaucratic rent seeking. For ex- 
ample, the construction sector would benefit considerably f rom the establishment or the 
strengthening o f  municipal real estate property registries. Similarly, municipalities would 
benefit from an efficient and transparent assessment system o f  real estate values. However, 
building provisions regarding aesthetic and architectural features would be counterproduc- 
tive, as they would be easily abused and would prove virtually impossible to enforce. 

Historical Legacy of Informality and State Interference 

4.7 The controlling, rapacious, and nepotistic behavior o f  the state in the economic realm 
during the 1970s and the 1980s has shaped a number o f  practices, fears and expectations that 
are now part o f  the current business culture. During the 1990s, the c i v i l  war and weakness or 
absence o f  government reinforced many o f  the traits described below, one being the way 
business people have ambivalent feelings o f  mistrust and collusion vis-a-vis the state, another 
one the way they identify with clan and faction politics. 

4.8 Under the Siad Barre government, state contracts were means to huge profits and al l  
kinds o f  networking tools (from kinship to pure corruption) were used to access decision 
makers. Decent competition within the market was seen more as a failure for businesses than 
a normal way to function. Virtual ly al l  markets were distorted by oligopolistic practices un- 
der the protection o f  the state. This mentality i s  s t i l l  very much present within the private sec- 
tor, as illustrated by the cartels in the telecommunications, power, and o i l  products supply 
sectors and other attempts to quash competition by traders using their political connections. 
The implication is that many business people might not support a new government if they 
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feel  that they do not have easy access and influence over i t s  economic policies and contracts, 
especially once foreign aid starts flowing. 

4.9 The practice o f  using public assets for private gains also intensified in the late 1980s, 
at a l l  levels, fueled by personal greed as wel l  as political opposition to the regime. During the 
c iv i l  war, private and state farms along the rivers were taken over by militias coming from 
the central regions. Many other state properties such as buildings and productive assets were 
illegally appropriated everywhere in the country by al l  sorts o f  people, not just militias. 
Therefore, the issue o f  property rights wil l surely be very contentious. Partial solutions wil l 
not work, because no one is going to agree to remit property while others keep their assets. 

4.10 The legacy o f  this command economy also has had deep effects on the way pol i t i -  
cians understand the division o f  labor between the private sector and the state. While every 
politician professes to believe in the market economy, the regional state administrations in 
Somaliland and Puntland as well as local politicians in south-central Somalia, have inter- 
vened and strong-armed business people on many occasions, including when emergency vol- 
untary financial contributions are sought or decisions related to the management o f  chambers 
o f  commerce are made. Such behavior suggests that regulatory frameworks, one o f  the direst 
priorities for the public sector’s action in the current situation, are going to be difficult to de- 
s i g n  and to implement, as well-intentioned regulations may quickly be translated into rent- 
seeking opportunities and/or quash existing and potential competition forces. 

4.1 1 One consequence o f  the predatory economy that prevailed during the 1980s i s  the fact 
that a vibrant informal sector had come to dominate the economic sphere on the eve o f  the 
c iv i l  war. Whi le helping to ease shortages, this parallel economy also honed the sk i l ls  o f  a 
new group o f  traders in undermining state laws and regulations. O f  course, the status o f  these 
traders shaped their business behavior and ethos: in their view, the state was the problem, a 
factor o f  insecurity except when bribed officials could protect them for a period o f  time. 
Though they also benefited from the command economy, the informal traders were equally 
dismissive o f  state capacity to provide public goods. Their expertise and risk-taking strate- 
gies, as wel l  as international trading l inks,  especially with Kenya, UAE, India, and Italy, 
proved useful in rebuilding trading activities after 1991. 

Adapting to War and Anarchy 

4.12 Many Somali business people benefited f rom or managed to prosper despite the c iv i l  
war, exploiting l i n k s  with family migrants abroad, including through remittances, the avail- 
ability o f  a nearby free trade zone with very relaxed regulations in the UAE, and the protec- 
tionist policies o f  the two most populous neighboring states, Kenya and Ethiopia. These fac- 
tors provided the conditions for a massive extension o f  the re-export economy in Somalia. 
The rapid changes in the information technology industry-which implied cheaper prices for 
obsolete equipment-as well as the international deregulation o f  air services offered key op- 
portunities in industries that played a strategic role in the transformation o f  Somali business. 

4.13 Despite a flare-up o f  c iv i l  strife in 1994-1996, the investment climate in Somaliland 
improved after the lasting political settlement at the Boroma peace conference. International 
agencies also increased their projects and presence in Somaliland (though mostly in Har- 
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geysa), which supported an expansion o f  new services and employment. Even when Saudi 
Arabia banned livestock imports from Somalia, remittances softened the blow until exports 
found new routes and new markets. The creation o f  Puntland in 1998 led to a stronger re- 
gionalistic fervor among i t s  clanspeople, which played a very positive role in mobil izing re- 
mittances f rom the Diaspora for business investment. Companies l ike the successful money 
transfer company, h a 1  Express, or the telecommunications company, Goolis (former Be- 
telcoPuntland), were founded in the late 1990s. At the same time in the late 1990s, al l  fac- 
t ion leaders in Mogadishu agreed to set up a regional (Banaadir) administration. For some 
time, many Somalis truly believed that this agreement was a real step toward normalization 
and decided either to return to Somalia and/or to invest in small business ventures in the area 
with the financial support o f  their extended family remaining abroad. Despite the fact that the 
Banaadir administration collapsed after a few months, these people could not or chose not to 
reverse their investment decisions and to leave the capital city, where the situation was even- 
tually manageable thanks to the Islamic courts. Other migrants returned in the fol lowing 
years, fol lowing the example o f  the first returnees.28 These people were influential more in 
importing new ideas than fresh money. For instance, FM radio stations developed quickly in 
Mogadishu unlike in Puntland and Somaliland where there were more restrictions to their 
operations (see Box  4.1). 

Box 4.1 : High-Level Dialogue Within the Business Community 
The Somali business community has been and remains overwhelmingly in favor o f  re-establishing a na- 

tional government and the ru le  o f  law and security in al l  regions o f  the country. It, however, has some misgiv- 
ings about the capacity o f  the politicians to listen and be responsive to the needs o f  businesses, despite their 
professed beliefs in private sector-led growth and free markets. Two high-level cross-clan gatherings o f  busi- 
ness leaders in recent years provide a good insight into the business community’s wishes, needs, and reserva- 
tions regarding the rebuilding o f  the state and development assistance. 

High-level Dialogue in Diibouti  in 2002. On July 21-22, 2002, 36 Somali business men and women repre- 
senting the major economic sectors and geographical regions met in Djibouti  to discuss the challenges facing 
the business community in the absence o f  a national government, the creation o f  a secure environment, the sup- 
port and participation o f  the private sector in the economic reconstruction o f  the country, and ways in which the 
business community could assist a new Somali government, including on  such contentious issues as demobili- 
zation, disarmament, and re-integration o f  militias. 

Also present at the high-level dialogue were various min is te rs  and senior government officials o f  Intergov- 
ernmental Authority on Development countries, as well  as representatives from the United States, Sudan, Eri- 
trea, the United Nations Political Office for Somalia UNDP, and EU-Somalia. Witness at the signing o f  the final 
declaration was the President o f  Djibouti. 

The meeting stressed the negative consequences o f  continuing statelessness for the private sector and the 
wider Somali community, in terms o f  freedom o f  movement and security. As the President o f  Dj ibouti  suc- 
cinctly put it, “The gains generated from the absence of formal taxation mean nothing in the long term.” I t  
might have been expected that some business people, having profited in part f rom the instability and chaos in 
Somalia, would be resistant to the idea o f  oversight and taxation. However, there was virtual consensus that the 
benefits o f  good government, if bent on fostering a fkee market and open economy, would outweigh the draw- 
backs. In fact, the business community formalized i t s  determination to participate actively in and support the 
peace process, including by providing some init ial  financial assistance and working closely w i th  the future So- 
mali national government. Central to the conference’s discussions was the need to achieve a balance between 
the business community’s national obligations and commitments on  the one hand, and the new government’s 
willingness to respect and safeguard the private sector’s ability and right to generate revenue. 

28 In addition to security and business considerations, other factors explaining the return o f  Somali migrants 
were their mistreatment at the hands o f  immigration or police officers and resident visa restrictions in some for- 
e ign countries and their dislike for children growing up far f rom traditional Somali culture. 
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Box 4.1: High-Level Dialogue Within the Business Community (continued) 
Participants agreed also to support and comply with the UN Security Council’s arms embargo on  Somalia 

(Resolution 792; 1992); resolved to form a Somali Chamber o f  Commerce as soon as possible; stated their pref- 
erence for a free market economy integrated with the region’s economies; and requested regional and interna- 
tional assistance to promote Somalia’s economic recovery. Participants also voiced their caution about the 
peace process and their fears concerning the surrender o f  their own weapons and militias. The latter, they 
claimed, were formed only in response to the threat posed to their safety and their interests by warring clan 
leaders and freelance militias. 

Many foreign officials acknowledged the positive contributions o f  the Somali business community in pro- 
viding services and goods to the population following state collapse and emphasized i t s  centrality to the effec- 
tive implementation o f  the expected peace deal and to the country’s reconstruction. 

Consultations In Dubai in 2005. As part o f  wide consultations with stakeholders in preparation for this re- 
port, a Bank mission held a one-day workshop in July 2005 with the Somali private sector in Dubai. Among the 
participants were business executives o f  telecom, airline, trading, remittances, livestock, fisheries, and shipping 
companies. A common, cross-cutting theme in their remarks was their pride in having sustained economic ac- 
tivity during the difficult past decade and a half o f  conflict and anarchy in many parts o f  the country. Similarly 
strong themes, however, were their distrust o f  government at al l  levels and their concerns about the hitherto lack 
o f  consultations by the TFG with the private sector and lack o f  clarity about TFG policies. Some executives 
voiced concern that politicians appear ready to intervene with unnecessary regulations and in some cases even 
with plans to re-establish public provision o f  services that were once state monopolies but have been in the 
hands o f  the private sector since the early 1990s. They also pointed out that the Somali private sector represen- 
tatives (mostly based in Dubai) are seldom involved in the design o f  policies, new rules, and projects b y  either 
the authorities-who see some o f  the profitable l ines o f  business as a milk cow for i t s  empty treasury-or the 
donor Community, which i s  largely based in Nairobi. Livestock stock depletion and lack o f  trade credit, i nsu r -  
ance (especially during shipping), and recognized certificates o f  origin were cited as the most serious business 
constraints. 

Remittance companies reported that they were operating smoothly, albeit wi th thin profits. While they offer 
deposit services and invest in Somalia and abroad, they do not operate as lenders because they experienced re- 
payment problems when they tried it. They were al l  interested in offering full banking services (the need for 
which other executives and exporters strongly stressed), but find it difficult because o f  lack o f  (i) international 
political recognition for the Somaliland government and for the TFG; (ii) a recognized and functioning central 
bank; (iii) technical know-how; and (iv) means to enforce loan collections. 

The telecom companies were very proud o f  their accomplishments, which include local interconnections, 
without government regulations or interventions. They nonetheless recognized the  need for a regulator and also 
for a competitive environment, but were concerned that governments w i l l  treat the sector as a milk cow for 
revenue purposes, be tempted to establish control o f  the sector for “strategic” reasons, and open i t  up to new 
entrants that would displace existing ones (thus they dislike the proposal o f  auctioning licenses). They called for 
a “telecom policy paper” by the TFG to clarify the future policy framework. 

Airlines were similarly proud o f  their  achievements and safety record. They were critical o f  the donor 
community for operating their  own (small) airlines, instead o f  using and helping to strengthen the private carri- 
ers flying into and out of Somalia on  a daily basis. They stressed the need for airport rehabilitation and expan- 
sion in Berbera, Bosasso, Gaalkayo, and Mogadishu to repair damages and to allow medium-size aircrafts, but 
also pointed to the current poor state o f  management and maintenance o f  these airports. 

4.14 While return migration continued, many Somalis who chose to stay abroad acted as 
traders or brokers in the import-export business, working to and from Somalia. The UAE and 
to a lesser extent Kenya became major hubs for this business-minded segment o f  the Dias- 
pora. These regional business Diaspora, especially the ones in Dubai and Kenya, have been 
crucial to Somalia’s import and re-export trade and informal money transfer system, as trad- 
ing l i n k s  with relatives or associates in foreign countries allow for a relatively smooth financ- 
ing o f  imports by the established, professional traders in Somalia. Those who cannot open a 
Letter o f  Credit to expand their business are small importers with tremendous difficulties in 
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accepting formal legal requirements and in establishing a trusted relationship with a Somali 
partner outside the country. 

4.15 Links between business people and clans are structurally related, since the former 
have to rely o n  the latter for their security. In a society where feuds are s t i l l  almost a daily 
event, clanship i s  findamentally important. A person’s security depends upon the strength 
and goodwil l  of his lineage (and in particular o f  his diyya or blood money paying group or 
subclan), not  on the amount o f  his worldly goods. In this context, the honor o f  the clan and 
clan loyalty are ultimately more important than the possession o f  wealth and profits. This 
commitment i s  also strengthened by the social background o f  many business people, who 
have recently settled in towns from the countryside and/or have a mi l i t ia background. The 
notion that business people are prisoners o f  their clans or their factions i s  mistaken. They are 
active, voluntary members, sometimes trying to achieve greater autonomy, but very rarely 
would they dissociate themselves from the clan or faction. This situation i s  summed up by a 
Somali proverb that applies to business people as wel l  as to ordinary camel herders: “Tol iyo 
fardo, tol baan doortay” which could be translated as “Between wealth and clanship, I 
choose clanship.” 29 

4.16 The reconfiguration o f  the business class in Somalia was not only shaped by the in- 
ternal war but also by the interplay between Somali society and global dynamics. At least 
three influential global processes deserve notice: migrations to r ich countries, uneven eco- 
nomic liberalization, and technological transformations. After the c iv i l  war broke out in So- 
malia, hundreds o f  thousands o f  people fled to neighboring countries and applied for political 
asylum in Western countries. W h i l e  for years Italy had been the primary destination country, 
many post- 199 1 migrants settled in other European countries and in Nor th America, where 
the welfare system was more generous and jobs and career paths more available. Somalis 
were also quick to understand the advantages o f  trade with Pacific countries, and a signifi- 
cant Somali community has developed in Bangkok, Jakarta, Guangdong (a large province in 
South China), and Australia. 

4.17 The Somali Diaspora has become more socially differentiated than before the c iv i l  
war. Some migrants rely almost exclusively on other family support or on welfare, but many 
others have obtained college or university degrees and have secured skilled and well-paid 
jobs, Virtually al l  send money back to their (extended) relatives in Somalia, where up to one- 
third o f  al l  households sustain themselves thanks to the large inf lows o f  remittances (see 
paragraph 2.18 for their size). These remittances explain the presence o f  relatively costly 
products in a city l ike Mogadishu, where poverty i s  extremely high.30 

4.18 The 1980s and 1990s witnessed the adoption o f  more liberal economic policies 
around the world. Yet Kenya and Ethiopia kept very high import taxes. This pol icy had a 
very positive impact o n  the re-export economy that Somali traders sought to develop, even 
before the c iv i l  war, because they benefited from the presence o f  their kinsmen o n  both sides 
of the border. The weakness or lack o f  state institutions after the c i v i l  war provided a boost to 

29 Fardo means literally horses, a f o r m  o f  prestige-wealth par excellence. 
30 One should visit the “City Market,” a store near the ma in  Dahab Shi i l  off ice in Bakaaraha, where sh i r t s  cost 
US$40. The same supermarket opened before in Hargeysa under the assumption that the growing foreign com- 
munity would seek to  purchase better products. 
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the re-export economy as i t  allowed traders to deal in al l  kinds o f  goods (foodstuff as well as 
consumer and intermediate goods) without concerns about restrictions or high taxation in 
Somalia. 

4.19 International liberalization o f  certain sectors also played a major role in easing the 
rebirth o f  a Somali economy, especially in the airlines sector. The downsizing o f  Aeroflot in 
the former Soviet Union and the liberal regulations adopted in the Emirate o f  Sharjah to spur 
i t s  development allowed Somalis to charter low- cost Ilyouchin 18 aircrafts (IL18) as well as 
other old Russian aircrafts. The result was that frequent passenger and freight flights now run 
from the UAE to the three main Somali urban centers. Somalia was much more connected to 
the outside wor ld throughout the past decade than before the c iv i l  war: passports could be 
bought in the marketplace, visas to the UAE could be easily obtained through a travel 
agency, and airline tickets were  heap.^' 

4.20 With remittances playing a critical role in the functioning o f  the economy and the 
welfare o f  Somali residents and relatives in Somalia and overseas wanting to communicate 
and verify that money had reached the intended beneficiaries, telecommunications services 
were in high demand (see also paragraph 4.33). Since the early 1 9 9 0 ~ ~  investment in this sec- 
tor and the growth o f  locally owned telecommunications companies in al l  regions with some 
degree o f  urbanization proved possible thanks to the information technology revolution. The 
prices o f  used equipment were l ow  and declining in pace with the rapid obsolescence o f  
equipment. In the same way, the development o f  FM radios-though late compared to other 
Afr ican countries-is now underway. In a country where formal education i s  so deficient, 
such media will eventually play a significant role in restraining conflicts and in raising the 
standards o f  citizen rights, as well as state accountability and public education, as has been 
the case in the Democratic Republic o f  Congo or Burundi, for instance. 

Structure and Sectoral M i x  of  the Private Sector 

4.2 1 Industrvhlanufacturing. Before 199 1 , Somali industry was dominated by 23 large 
plants, predominantly in the public sector, engaged in food processing, simple consumer 
goods, leather and tanning, petroleum refining, and urea production. Many  industries h c -  
tioned in the 1970s with the help o f  Russian experts (at l i t t le cost), but these were expelled in 
1977 when the Soviet Union did not support Somalia in its war against Ethiopia. As the war 
effort and then security concerns received increasing public resources and corruption 
mounted in the late 1970s and 1980s, public resources for investment and spare parts or to 
subsidize operating losses dried up. Public enterprises had l i t t le  incentive to reduce costs and 
upgrade the quality o f  their products. Managerial appointments provided opportunities, and 
indeed license, for rent seeking to allies o f  the regime. Moreover, some industries were not 
economically viable without high protection f rom imports. With widespread weak manage- 
ment and uneven operational and economic efficiencies, productivity was o n  the decline. Ca- 
pacity utilization was very low, less than 25 percent o n  the average. The sector accounted for 
less than 5 percent o f  GDP in the late 1980s. 

3 1  Even flying to Kenya was easy since khat airplanes and later other commercial f l ights provided cheap seats 
(often less than US$lOO for Somalis) and transported cargo with l i t t le expectation to  pay the f d l  taxes. 
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4.22 The c iv i l  strife had a devastating effect on the small industrial structure, which was 
concentrated in southern Somalia. In Somaliland, the destruction o f  its two main cities in 
1988-two years into the hl l-scale c iv i l  war-was accompanied by looting and mining o f  
the few local industrial facilities. While the northeast did not suffer f rom war-related destruc- 
t ion or looting, i t  had virtually no industrial facilities, except a fish-canning factory in Laas 
Qoray. When the c iv i l  war reached Mogadishu in early 1991, looting o f  industrial facilities, 
warehouses, and small businesses took place on a massive scale, down to the electrical and 
window fixtures. Many plants’ stripped shells, moreover, were occupied by internally dis- 
placed people. The situation improved slightly thanks to international intervention, with 
some o ld and new small plants restarting operations in mid-1994. 

4.23 Since 1998 the success o f  the telecom companies and o f  many returned migrants en- 
couraged acceleration in the development o f  small-scale manufacturing enterprises. In most 
cases, however, the maximum investment was below US$0.2 mi l l ion and often much less- 
resulting in limitations of scale. Nonetheless, by M a y  2002 there were about 25 functioning 
industrial plants in Mogadishu, mostly in i t s  southern section, evidence that security condi- 
tions in the capital may be bad for foreigners but acceptable to Somali investors. These plants 
are producing pasta, mineral water, sweets, plastic bags and sheets, hides and skins, detergent 
and soap, aluminum, foam mattresses and pillows, fishing boats, packaging, and stone proc- 
essing. Most sourced their equipments and recurrent inputs from Asian countries, which pro- 
vide cost-effective quality equipment, industrial materials, and training opportunities for en- 
gineers and technicians, as well as easy visas. More recently, the Coca-Cola bottling plant 
represents a significant investment o f  almost US$5 million. There have also been industrial 
investments in the last decade in the northern regions, but neither Hargeysa nor Bosasso i s  
close to reaching the level o f  manufacturing activity in Mogadishu. 

4.24 Overall, development of an industrial sector i s  s t i l l  in i t s  infancy because the consid- 
erable difficulties enterprises and prospective investors face. Foreign companies are wary o f  
investing despite the open environment, because o f  concerns about lack o f  or weak security, 
legal framework, judiciary institutions, quality standards on competing imports and potential 
exports, and the small domestic market. Market access from the main ports to other Somali 
regions and neighboring countries is possible, but often expensive and unpredictable because 
o f  security considerations and variability o f  enforcement o f  import restrictions. Skills are also 
a major constraint, as many skilled technicians, engineers, and clerks have left the country, 
and most employees-and often even management-require training. Small, easy-to-fix 
problems often bring plants to a standstill for days or weeks, as foreign engineers or spare 
parts need to be procured. I t  i s  also common for employers to provide breakfast and lunch to 
make sure that employees are fit for the day’s work-increasing the cost o f  doing business. 
And khat chewing habits undermine private sector employees’ productivity. Nonetheless, 
despite all these seemingly overwhelming challenges, business people are optimistic about 
the prospects for success o f  small-scale industrial activities, with food processing leading the 
way. 

4.25 Electricity. Power cuts were a fact o f  l i f e  even in the capital before the c iv i l  war. 
Moreover, electricity was either unavailable in most parts o f  the country or, where it was 
available, was a luxury commodity. As for industrial facilities, a l l  power facilities and 
equipment were destroyed in the late 1980s in the northwest, preserved in the northeast, and 
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looted completely, including the valuable copper wires o f  the grid, in the south-central re- 
gions. Today, electricity i s  produced in cities and most small towns with privately owned 
generators purchased second-hand from neighboring Dubai, and marketed by Somali busi- 
nessmen who divide cities into manageable quarters. For some providers, electricity genera- 
t ion i s  the only or main business. Other providers, however, such as small industrial plants, 
telecom companies, or fue l  importers, supply power as a side or complementary business ac- 
tivity. 

4.26 The sector i s  plagued by many problems, especially heavy power losses, redundant 
investment, and mafia-style anti-competitive practices. There are about 60 power stations in 
Mogadishu, each with i t s  own  low-voltage grid that over long distances can suffer losses o f  
up to 50 percent. Instead, a medium-voltage tension grid would be sufficient. N e w  entrants 
must take care not to steal customers from an established provider; otherwise, i t s  cables are 
cut and minor incidents multiply until they “reform” or are driven out o f  business. An asso- 
ciation o f  independent power producers was established in 2000 when there were rumors that 
the UN and the TNG were considering a power project for the capital. I t s  only achievement 
appears to be price fixing, normally well-tailored to consumer needs, such as per combina- 
t ion o f  bulb and dayhight shifts and per electric outlet. In the few places where meters have 
been installed, the tar i f f  i s  about US$0.40 per kwh. Finally, many consumers develop their 
own  mini-grid to supply power to neighbors in an attempt to more than recoup the cost o f  
their own consumption. In Somaliland the situation was similar until early 2003, when an 
old, damaged, and obsolete power plant and grid in Hargeisa were rehabilitated by a new 
state-owned electricity company, after two years o f  failed attempts to set up a private com- 
pany with established providers and new investors as shareholders to build a new 4 M W  plant 
and a high-voltage grid. Since power supply by the new company proved not enough for 
Hargeisa, however, many private generators are s t i l l  in business. In most o f  Puntland, private 
providers own  generators and supply electricity, except in two urban centers (Qardho and 
part o f  Bosasso). 

4.27 A more reliable and inexpensive power supply i s  an important, strategic requirement 
for economic growth o f  urban centers as wel l  as for consumers’ welfare. The private sector 
has so far failed to cooperate in necessary reforms and investments and to self-regulate. But 
the experience o f  the telecom sector shows that such cooperation i s  possible. Given the heav- 
ier financial investment and higher risk o f  sabotage associated with power generation and 
transmission, however, i t appears that a strong enforcement and guarantee role o f  the state is 
necessary to provide assurances to private investors against actual or potential criminal oppo- 
sition to a rationalization o f  the sector. Direct state investment and provision could certainly 
bring more efficiency to generation and transmission through economies o f  scale than in the 
present situation, but in weak governance environments state-owned monopolies may not be 
the ideal answer, as international experience such as that o f  Nigeria shows. A better short- 
term option would be for the authorities in the relevant economic zones or regional states to 
license and provide the necessary incentives (security-related and financial) to a private com- 
pany to build and manage the grid, to another one or two to generate electricity, and to many 
other small companies to distribute i t  to industrial and retail users. The federal and regional 
authorities wi l l  need to set up a regulatory body to oversee such companies. In the long term, 
they wil l also need to subsidize in a transparent and competitive manner power provision 
outside o f  densely populated areas, where the private sector wi l l  not otherwise go. 
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4.28 Safe Water. Traditionally, supplying water was a commercial activity in most Somali 
urban settlements. I t  was only after 1969 and with the establishment o f  a water agency in 
1972 that the public sector sought to develop and establish control over this sector. By the 
late 1980s, however, the achievements o f  the water agency were severely damaged by mis- 
management and by l o w  expenditures for operation and maintenance as wel l  as new invest- 
ments in wells, pumping stations, and pipes. The c iv i l  war destroyed much o f  the water infra- 
structure. 

4.29 Since 1991, the sector has reverted largely to i t s  commercial and private roots in both 
urban and rural areas. Water provision concessions in large towns have been courted by the 
private sector because o f  their profitability. In a few cities such as Hargeisa, however, water 
is supplied by government parastatals responsible for the management o f  water resources, 
pumping, supplying, and retail deliveries. Since 1992, numerous interventions to rehabilitate 
and improve specific components o f  Hargeisa’s water system, including storage facilities, 
have been undertaken by donors, international agencies, and NGOs. A number o f  improve- 
ments have been achieved: installations are faster, water deliveries are more reliable, and op- 
eration and maintenance expenses are mostly funded from the service fees collected from 
customers. Meters (an expensive item for Somalis) are not provided by the water agency; 
customers are instead free to shop around for the cheapest meter from a list o f  permissible 
equipment. However, the capacity to manage and meet the rapidly rising water demands o f  
the city residents i s  st i l l  being tested. The existing water supply and water system are inade- 
quate and the need is urgent for international financial assistance to find, develop, connect, 
and manage an alternative source o f  water for the city. 

4.30 All water away from the big cities i s  communally or privately owned and supplied. 
Water i s  either (privately) transported to users from a city’s former public supply, now pri- 
vatized, i s  collected in cement catchments (berkeds) by private entrepreneurs, or i s  sourced 
from communal or private wells and boreholes. An active system for water delivery has de- 
veloped, spanning very small operators to truck owners. For example, there are more than 
800 berkeds in Eastern Sanaag alone, 350 shallow wells, and 27 boreholes. A drum o f  water 
typically sel ls for US$0.5OUS$l .OO, but can cost several times that after prolonged droughts. 
Destitute and poor families traditionally do not pay for water, but those with slightly more 
assets borrow from relatives in difficult times. UN estimates o f  the average current indebted- 
ness o f  an Eastern Sanaag family, after four years o f  drought and at prices o f  US$3.8/drum 
(Oct 2003), are US$50-US$lOO per family for water alone. 

4.31 The main problems are that limited rural water supply i s  partly to  blame for the con- 
tinuing environmental degradation o f  rangelands and forests near functioning wells. Also, 
there are no controls or standards over the quality o f  water being sold, except for competition 
and the threat o f  losing repeat business. Some companies bottle mineral water, but i t  i s  out o f  
reach for the average household. Nonetheless, assistance from international aid agencies have 
managed to limit the incidence o f  cholera and other waterborne diseases. Given that the cur- 
rent system and supply o f  water appear adequate and an improvement over the pre-war situa- 
tion, the priority in this sector for public sector and donor interventions in the short and me- 
dium term i s  monitoring o f  the suppliers and helping them with quality problems. Beyond the 
medium term, however, a rationalization o f  urban and rural water supplies wil l be needed to 
assure environmentally sound use o f  underground water resources and access for all. 
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4.32 Telecommunications. In a country where telecommunications before the c iv i l  war 
were very expensive and unavailable to most o f  the population, the 1990s heralded a dra- 
matic and positive revolution in telecommunications. Somalia's pre-war government network 
o f  only 17,000 lines covering only two cities was comprehensively destroyed in the fighting 
that broke out in 1991, reducing teledensity to zero. For some years in the early 1990s, the 
telecommunications system was a m i x  o f  military radio networks that reached even remote 
villages-and that guaranteed a unified foreign exchange rate throughout the country-and 
satellite phones owned by international agencies operating in the country. International con- 
nections were either technically improbable or extremely expensive. 

4.33 Since then, nine private operators have begun operating in various parts o f  the coun- 
try, providing telecommunications service to more than 160,000 fixed and mobile subscribers 
in almost every province and town (see also paragraph 4.20). Fixed teledensity is higher than 
in many o f  the country's neighbors-almost three times Ethiopia's. And access to telecom- 
munications i s  perhaps the most affordable o n  the continent. In Mogadishu a one-minute call 
to any country in the world cost US$0.50 in February 2005 and in the main urban centers o f  
northern Somalia less than about US$0.85. In small towns and villages, the cost i s  higher at 
about US$1.3 or US$1.5, but s t i l l  much less than in Nairobi, Khartoum, or Addis-Ababa. 
Moreover, internet service i s  also widely available at cybercafes. 

4.34 Despite the political divisions o f  the country, the telecom companies that started op- 
erating f i rst  in Mogadishu and Hargeisa, and later in Gaalkayo and Bosasso in the mid-1990s 
offered access to populations extending beyond ethnic boundaries. Their main strategy was 
either to open the company to shareholders from locations that were not otherwise reachable 
because o f  the clan affiliations o f  company owners or to team up right f rom the start with 
people originating in those areas. In most cases, local shareholders were asked to pay a ma- 
jor i ty share for the equipment and to guarantee the security o f  operations, while a core group 
o f  shareholders retained responsibility for the selection o f  equipment, expertise, and every- 
thing related to the international gateway. 

4.35 With the assistance o f  the International Telecommunication Un ion  (ITU), local opera- 
tors set up the Somali Telecommunications Association (STA) in 1999 to access the training 
opportunities and technical assistance offered by the ITU and to cooperate in the develop- 
ment o f  a prepaid G S M  mobile phone system. There remain, however, important issues to be 
resolved-now that interconnection agreements are operational in al l  regions, spectrum inter- 
ference i s  becoming the largest problem. 32 Moreover, established operators face harsh com- 
petition from recent start-ups that tap into the existing networks but use callback systems or 
internet connections and levy very l ow  charges for international calls. A s  long as new com- 
panies are paying to tap into existing networks, i t  should be a win-win situation. Consumers 
get lower-cost calls and existing operators st i l l  have an incentive to maintain and expand 
their networks. 

32 Until the beginning o f  this decade, telecom companies had  proved incapable o f  establishing local intercon- 
nections, so that an international cal l  was needed in order to  cal l  a neighbor. However, they succeeded on their 
own in establishing interconnection agreements first in Mogadishu (and the rest o f  south-central Somalia) and 
this year also in Puntland and Somaliland. 
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4.36 Given the significant progress that local operators have achieved absent a legal and 
regulatory structure, the main advice to policymakers i s  to “do no harm.” Imposing artificial 
limits on market development at this point wil l be a step backward for the country. New tele- 
communications law and regulatory structures should emphasize minimal regulation that 
supports the development o f  the already competitive market in Somalia in an environment o f  
limited technical capacity to regulate. Building on the consensus model o f  the STA i s  likely 
to gamer considerably higher returns, but nonetheless a regulatory body should be estab- 
lished from the start that i s  (financially and managerially) independent f rom the service pro- 
viders. 

4.37 Telecommunications service provision should be licensed, but this can be done on the 
basis o f  simple class licenses for a minimal fee or license payment. M u c h  o f  the telecommu- 
nications spectrum, however, can be unlicensed or licensed on a class basis. Some segments 
(traditionally including those segments used for mobile services) wil l require an individual 
license. H o w  these licenses are issued (auction to highest bidder, auction to companies that 
commit to the greatest investment, allocation to existing operators) should be a matter o f  dis- 
cussion among operators, the STA, and the government. Licenses should be required only 
where necessary-there i s  l i t t le  reason to license internet service providers, for example. 

4.38 Regarding the major functions o f  the regulator, in an environment o f  reasonably open 
competition and with no incumbent having dominant market power, the need for price regu- 
lation to avoid abuse o f  that power wil l be lessened. Nonetheless, some price regulation may  
be required, particularly in the area o f  interconnection. The consensus model o f  the S T A  i s  
the best model for resolving interconnection issues. If issues cannot be resolved through con- 
sensual agreement with the facilitation o f  the regulator, the regulator should have the power 
(and technical capacity) to intervene to impose an interconnection agreement. 

4.39 The primary and minimalist role for the federal government ministry with oversight 
o f  telecommunications i s  to develop sector law and policy. As these would largely be imple- 
mented through the regulator, the ministry or relevant ministerial department needs to be 
very small. An additional role for the ministry i s  to set universal access targets and create a 
mechanism for meeting such targets. A model for such activities i s  the independent universal 
access fund. Supported from a small tax on telecommunications operators (perhaps 1 percent 
o f  company revenues) or from general government funds, the universal access find would 
make competitive awards, on the basis o f  least cost, o f  subsidies for the private rollout o f  
communications services to communities currently without access. Turning to the donor 
community, the most urgent requirements are for technical assistance to put in place the legal 
and regulatory structures for the telecommunications sector, capacity building in the area o f  
telecommunications law and regulation (including spectrum management), and seed financ- 
ing for an independent universal access fund. 

4.40 Land Transport. Freight and passenger transport, conducted by trucks, buses, taxis, 
donkey carts, and tippers, is  affordable and l i n k s  even the remotest villages to the main towns 
(in the dry season). Trucks travel among villages at regular intervals to supply the population 
with water, h e l ,  and food and to provide rides (for example, a drive f rom Burao to Bosaasso 
costs US$S/person). In the rainy season, most roads are poor or  impassable, including por- 
tions of tarmac roads. The only tarmac roads in the country link Berbera with Bur’ao and 
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also with Addis Ababa via Hargeisa; Bosasso with Mogadishu via Garowe, Gaalkayo and 
Belet Weyn; Mogadishu with Baidoa; and Mogadisho with Kismaayo via Afgoye, Merca and 
Brava. The tarmac was already broken up before the c iv i l  war and the condition o f  these 
roads after two decades o f  virtually no maintenance i s  extremely poor. The Somaliland gov- 
ernment collects tolls on the Berbera-Hargeysa road; however, the funds are not used for 
road maintenance. More detailed and comprehensive information on the state o f  the road 
network wil l be needed, which the Joint Needs Assessment should help provide.33 

4.41 Sea and Air Transport Infrastructures in Somaliland. Air transport in al l  parts o f  So- 
malia i s  crucial to the private sector, as i t  relies increasing o n  quick turnaround trading activi- 
ties and inter-regional connectivity. The quality o f  airport and airstrip infrastructure varies 
between regions, but most have suffered from lack o f  maintenance and poor safety standards. 
In Somaliland, there are two tarmac airports (Hargeisa and Berbera) and many airstrips 
(Kalabaydh i s  the most important) that are managed by the Ministry o f  Aviation. Some pri- 
vate firms perform services l i ke  handling on a subcontract basis. Berbera airport i s  a military 
infrastructure built by the former Soviet Union and rehabilitated by the U S A  after 1979. Cur- 
rently, management has been allocated to a private company, Naasha, whose main share- 
holder i s  Daallo, the oldest private Somali airline. The tarmac i s  quickly deteriorating, but 
there are no plans for the administration to spend a fraction o f  the landing fees and other 
taxes to pay for its rehabilitation. As in Hargeisa, the International C iv i l  Aviat ion Organiza- 
t ion i s  providing the staff for flight and landing control. Such an airport, with a very long 
tarmac airstrip, i s  a key asset for regional development for Somalia and East Africa. 

4.42 Berbera seaport i s  a crucial asset and the only real seaport in Somaliland, though 
many other coastal towns have some port activities. A section o f  the port devoted to  fuel 
tanks is managed by TOTAL, which also collects o n  behalf o f  the state al l  taxes paid on 
wholesale fuel sales. There are some additional (and informal) suppliers across sea and land 
borders o f  o i l  products, depending upon local and international prices. Fuel shortages have 
disappeared, though business people lament high prices. The other section o f  the port handles 
al l  other cargo. I t s  performance has been mixed over the past few years, as taxation and cost 
o f  services are too burdensome for imports and exports. Many  business people go so far as to 
use the port of Bosasso for nonfood cargo, because charges are more affordable there (taxa- 
t ion i s  by weight, not items). Moreover, the livestock bans since February 1998 have reduced 
the exports channeled through Berbera in favor o f  Bosasso, which i s  closer to alternative 
markets. 

33 Road conditions experienced during Bank missions in Somaliland varied f rom good (Hargeisa-Gabiley, Ber- 
bera-Burao, and Burao-Hargeisa) to poor (Gabiley-Borama gravel road), with the segment Hargeisa-Berbera in 
fair conditions. In Puntland, the paved road segment f rom Bosasso to Garowe i s  good and that from Garowe to 
Gaalkayo i s  also good through for the first, newer hal f  (built in 1988-89 by Italy), but it becomes almost im- 
passable in the second, older hal f  (built in the mid-1970s by China), forcing cars to travel on  either (dirt) sides 
o f  the road. Finally, the airport-city stretch near Jowhar o f  the main paved north-south highway i s  impassable, 
again forcing cars to travel on  either (dirt) sides o f  the road. Reliable secondary sources reported that the entire 
older highway built by China in the mid-1970s from north o f  Galkayo in the Central Rangelands to Kismayo 
near the Kenyan border i s  in similar atrocious condition and will require major rehabilitation work. 
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4.43 Port management nonetheless sees the need for external assistance for a new con- 
tainer terminal, a dry dock, equipment o f  al l  kinds, and a port training institute. There are a 
number o f  unanswered questions, however, regarding the high number o f  staff (400, accord- 
ing to our meeting) for the sole management o f  the port, the minimal maintenance and reha- 
bilitation that has taken place even though port management i s  very profitable, and confusion 
o f  roles between custom officers and port officials. 

4.44 Sea and Air Transport Infrastructures in Puntland can be fairly summarized as an in- 
ternational seaport, a main road connecting Bosasso, Garowe, and Gaalkayo, and myriad ac- 
cess routes to  the seashore, where fishing communities settle, plus a number o f  airstrips. 
Puntland i s  also well connected to the international world through airlines serving i t s  main 
urban centers, although only Gaalkayo (a former military airport) has a tarmac airstrip. Gaal- 
kayo i s  s t i l l  a de facto divided city along clan lines, but being in the middle o f  the country 
along the main tarmac road linking the northern regions and south-central Somalia, and also 
close to the Ethiopian border, has risen in importance as a trading center. Infrastructure in 
Gaalkayo’s northern hal f  (in Puntland) has been rehabilitated and enjoys good services (no- 
tably telecommunications and power supply), while the southern part i s  st i l l  in a shambles. 
Air traffic i s  not as important there as it i s  in Bosasso, despite the existence o f  a thriving 
slaughterhouse that exports chilled meat to the UAE. 

4.45 In Garowe, the regional capital, the airstrip was built in the 1980s to allow CONOCO 
to transport i t s  Mogadishu-based staff to nearby o i l  exploration areas. By and large, the most 
active airport in Puntland is  in Bosasso, the most populated, active, and dynamic c i ty be- 
cause o f  i t s  port and trading community. Air cargo offloaded there i s  mostly for Puntland, 
but to a minor extent i t  also reaches areas in Somaliland and through the main north-south 
tarmac road the south-central central regions. 

4.46 The seaport in Bosasso was built in the late 1980s and quickly became a major trad- 
ing hub, as i t  benefited from its (brief) start as a free port, a good regional security situation 
during the 1990s, its proximity to the UAE, and lower fees and taxes than at the port o f  Ber- 
bera. Nevertheless, the port cannot host ships o f  more than 6,000 M T  and, because o f  the 
chaotic urban development experienced during the 1990s, there i s  no physical space available 
for an extension o f  i t s  port facilities. Nonetheless, space rationalization and additional 
equipment both inside the port and in i t s  immediate environs would have a positive impact. 
Dredging moreover i s  a major need that could be addressed in quick fashion. There are many 
other small ports on the Puntland coast where fishing communities are settled, dhows load 
and offload sea products and other goods, and from where many destitute people f rom the 
c iv i l  war in the south or more recent droughts seek to leave for countries offering better eco- 
nomic prospects, risking their lives in the process. Charcoal exports f rom the central regions 
are also s t i l l  taking place through these smaller ports despite an off icial ban. 

4.47 The Puntland authorities have made clear that their first infrastructure development 
priority i s  building tarmac airstrips for Bosasso and Garowe, but such investments would 
need a solid economic and not only political justification on the basis o f  current and realistic 
near-term projections o f  flows o f  people and goods to attract donor assistance. Improvements 
at Bosasso port and rehabilitation o f  the roads linking some villages o n  the coast and the 
main road are perhaps more urgent development priorities. 
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4.48 Sea and Air Transport Infrastructure in Southern Somalia was at the center o f  the c iv i l  
war, as factions engaged in bloody competition to get access to those infrastructures or, more 
significantly, to prevent access and control by others. The Mogadishu international seaport 
was modernized in the early 1970s and was used mostly for imports and banana exports, with 
other ports such as Kismayo and Hobyo playing a secondary role. The Mogadishu port was 
closed for extended periods throughout the c iv i l  war, including from late 1995 onwards. I t  i s  
one thing for a faction to control port installations and secure the location itself, but it is quite 
another matter to make the port safe to use on a permanent basis, since mortars can be fired 
from anywhere inside the city, putting ships at risk. This i s  s t i l l  the main reason the port re- 
mains closed today, with imports (and a few exports) being channeled though other smaller 
ports or beaches with minimal equipment south and north o f  Mogadisho l ike Merca and Ceel 
Macaan. In the summer o f  1997, however, heavy rains destroyed most o f  the banana planta- 
tions and, perhaps as important, seriously damaged the road between Merca and Afgoye. 
From that time on, Merca was used only by the World Food Programme and ICRC at times 
o f  emergency in the southern parts o f  the country. U s e  o f  the international port o f  Kismaayo 
that used to serve the hinterland along the Juba river was also limited, due to  looting after 
UNOSOM left in late 1994 and continuing insecure conditions and deteriorated economic 
conditions in the ci ty i tself  and in the regions surrounding it. Nonetheless, charcoal exports 
from the Juba Valley are shipped mostly from Kismaayo, while imports o f  food and con- 
struction materials are also taking place (no figures are available). In recent years, intensifi- 
cation in piracy and hostage taking as far as 200 nautical miles f rom the shoreline has raised 
significantly shipping costs to and from Somalia. 

4.49 Because o f  i t s  central location, Mogadishu airport could not escape the consequences 
o f  the c iv i l  war and stopped operating on 28 December 1990, a few days after a World Bank 
mission and most international agency staff had left at the onset o f  the upheaval in the capi- 
tal. I t  was then used only intermittently by commercial, humanitarian, and khat flights (as 
wel l  as very few commercial flights) during the following two years. Unsurprisingly, the in- 
ternational airport was taken over by the U.S. and UN intervention forces. I t  was a significant 
asset when UNOSOM l e f t  in early 1995, but the airport area was immediately overrun by 
various militias and looted. The militias to this day view the airport as a terrific interface with 
the humanitarian world; many o f  those who occupied the airstrip and took away equipment, 
doors, and windows (and, at the end, even pieces o f  tarmac) assumed that they would get a 
share o f  any new international operation in Somalia. 

4.50 Alternative airports or airstrips, some new, some pre-existing l ike the Balidogle m i l i -  
tary airport en route to Baidoa, were gradually adopted and used by al l  sorts o f  aircraft. Re- 
current problems at the alternative airstrips have been lack o f  maintenance or improvements 
and the unpredictable behavior o f  the militias. For a while, the TNG took over control o f  the 
Balidogle airport, but today it i s  once again privately managed. Some rules have been en- 
forced and most commercial flights to Mogadishu (including jet  planes) land now there. The 
militias, better paid, are quieter. 

4.51 Airlines: Thriving but Few Safety Standards. Whi le in the 1980s only the publi- 
clyowned Somali Airlines was allowed to operate (with one aircraft) a l l  domestic and inter- 
national routes, the airlines sector today i s  entirely privately owned. In 1997, 14 f i r m s  with 
62 craft were in operation. The current market i s  more consolidated, with five operating car- 
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r iers dominated by Daallo Airlines and using Djibouti, Dubai, and Nairobi as bases o f  opera- 
tion. The carriers operate commercial flights, special charters and long-term IFINGO con- 
tracts within Somalia, the Middle East, and East and Central Africa, as well as Europe. 

4.52 The planes are leased, usually Russian-made, manned by Eastern European crews that 
include a mechanical engineer in case o f  faulty operation o f  the craft during flight. Daallo 
Airlines wet-leases a Boeing jet from a UK carrier, claiming higher consumer confidence 
given the lack of government safety regulation in commercial aviation. Prices o f  Somali car- 
riers are very competitive relative to foreign airlines, about 40 percent less expensive. 

4.53 Regulation of private airlines, specifically in view o f  safety concerns, i s  needed. Air- 
port services such as handling and maintenance are inadequate and mostly privately pro- 
vided. Passenger services at al l  airports are rudimentary or nonexistent. Most o f  the airports 
don’t have well-trained air traffic controllers, f i re  service and weather information, runway 
lights, or full airport enclosure against stray animals. Some safety substitutes have been pri- 
vately implemented. For example, aircrafts are checked at each host country hub and 
grounded if their technical state i s  found unacceptable. Further, the wet-lease assures a modi- 
cum o f  maintenance and pi lot skil ls. Competition and demand push quality down, however, 
as customers consistently demonstrate a preference for l o w  prices over safety. 

4.54 The Media. In addition to radio stations and internet websites that reach even small 
towns and rural areas, newspapers are published in most major cities despite government at- 
tempts to restrict them. Although newspapers use rudimentary technology, they are informa- 
tive and free in their editorials, sometimes at the cost o f  journalists going to prison or losing 
their lives. In Somaliland, for instance, the Jamhuuriya Group o f  Papers LTD was the biggest 
private news group since 1991, when Haatuf Media Group entered the market in 2001. A 
price and quality war led to the introduction o f  colored front pages; special Friday editions; 
and higher editorial quality, analyses, and cartoons. However, the Somaliland Ministry o f  
Information has recently introduced in Parliament a controversial and much debated bil l  that 
wil l regulate the press. Private radio stations are also heavily restricted virtually everywhere 
governments or local administrations are in place (for example, Somaliland banned them and 
private TV stations in 2002). Such policies, however, have negative implications for the ac- 
countability o f  public sector institutions to the citizens and for the efficiency and responsive- 
ness o f  public services to the needs o f  the population and the poor and should be abandoned. 

Priorities for Enabling the Somali Private Sector 

4.55 Somalia wil l need to build upon the resilient private sector that has emerged from al- 
most two decades o f  c iv i l  strife and lack o f  or weak governments. Assuring security and the 
rule o f  law would do much more for fostering private sector-led growth than any other action 
that governments could take. Trade finance and infrastructure are other short-term priori ty 
areas for action by the authorities and for support by the donors. In the medium term, there 
are necessary regulatory activities to assure competition and standards that can also help both 
the growth o f  the private sector and consumers’ welfare. Rebuilding a full-fledged financial 
system wil l also be important. In the meanwhile, authorities and donors need to exercise 
great caution in supporting specific organizations, activities, and investments by the private 
sector. 
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4.56 The only regulations currently enforced are those imposed by globalization o n  air- 
lines, telecommunications providers, and money transfer companies. These are not sufficient 
to protect domestic consumers and foster economic efficiency. The Ministries o f  Health and 
Education and other regulatory bodies for telecom, power, airlines, and so forth, need to play 
their appropriate roles in designing and enforcing regulations, but these should be the result 
o f  a dialogue with private sector associations to guarantee their cooperation in implementing 
them. 

4.57 There i s  a need for the business community to organize in sectoral and cross-sectoral 
associations, but such associations should be allowed time to grow on their own, with mini- 
ma l  direct support or involvement by international donors or agencies. N e w  institutions such 
as chambers o f  commerce need to be organic and emerge from the consensus within the So- 
ma l i  business community rather than be imposed by the state or be established (or endorsed) 
through well-meaning, but eventually unsustainable, international efforts. 

4.58 The federal and regional administrations should make clear what their role in a free 
market economy wil l be and that they wil l refrain from repeating past mistakes o f  macroeco- 
nomic management and direct involvement in the production and marketing o f  commercial 
goods and services. 

4.59 The lack o f  international recognition o f  Somali administrative structures i s  an obsta- 
cle to private sector development and drives up transaction costs. Access to normal interna- 
tional banking instruments such as Letters o f  Credit, insurance for cargo in transit, access to 
visas and travel documents for businessmen, and quality control and health certification o f  
livestock are some o f  the critical needs to lower these costs. Most o f  these instruments are 
outside the control o f  Somali business persons or institutions and will require international 
action, especially now that a new federal government i s  in place and for years now function- 
ing regional state administrations have operated and maintained law and order within their 
boundaries. 

4.60 For the manufacturing, processing, and power sectors, the authorities should encour- 
age and facilitate private investment in power plants and grids o f  efficient sizes by groups o f  
business people. Technical assistance supported by donors could be provided on regulatory, 
contracting, and licensing actions. The benefits o f  such an approach will be double. Lower 
energy costs will mean more profitable industries. And investors wi l l  become a powerful 
vested interest in a lasting peace. I t  would be usefu l  to provide serious potential small-scale 
investors with a promising idea for manufacturing activities with a pre-feasibility study that 
would be kept confidential for a few months. The Somali Business Council and the Dubai 
Chamber o f  Commerce and Industry could organize a Somali fair, in the process helping 
some business sectors to associate beyond this event. The fair should be  used as a way  to in- 
troduce Somali products overseas and to convince stakeholders (Somali exporters o f  meat 
and fish products, fruits, hides and skin, and frankincense and myrrh) that better coordination 
leads to a larger market share and a higher price. Technical assistance programs could help 
those who invest to add value to those traditional products. For instance, f ish canning and 
meat canning could be supported with a program funded by donors to help plants meet inter- 
national standards to open new export opportunities. 
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4.61 
ers assure the quality o f  the water they sell. 

For safe water, the authorities and the donors should focus on helping private suppli- 

4.62 For the telecom sector, private operators need to revive and strengthen their sector 
association, with regional and federal expression o f  it. This should be a vector for more rea- 
sonable market practices, including interconnection and frequency allocations. The regional 
authorities should set up a regulatory framework and bodies, with representation o f  the ad- 
ministrations and the public. The donors ought to assist both endeavors and also support a 
national training center that might also offer training to staff from other sectors. 

4.63 Large investments in public infrastructure like roads, ports, and airports will need 
external support from donors, as they are outside the capabilities and resources o f  either the 
Somali public or private sectors. Physical improvements in Bosasso and Berbera ports are 
needed, but their management and accounting on the one hand and government use o f  their 
revenues on the other need attention. Efforts should also be made to open up certain Puntland 
coastal areas where sea products could be processed for the regional market and export (with 
due support for these activities). At this stage, proposals for airport improvements need to be 
carefully evaluated, not only because their management raises a number o f  questions that 
need to be answered by the Puntland and Somaliland administrations, but also because the 
current system i s  at least hnctional. In Mogadishu, the issue o f  the port and the airport i s  s t i l l  
too volatile, and rehabilitation investments should be envisaged only after security and con- 
trol issues wil l have been resolved. 

4.64 Airlines should organize themselves in an association, with the help o f  ICAO. This 
association would be an interlocutor for important subjects, such as the upgrading o f  services 
to, from, and within al l  regions o f  Somalia; management o f  airport services; regulations on 
exports (especially meat and sea products); and aircraft safety regulations. An association 
would also be in a better position to negotiate with foreign companies o n  international tickets 
involving both Somali and foreign airlines. 

Improving the Legal Framework for Private Sector Development 

4.65 During the colonial occupation and after independence, customary (xeer) and Sharia 
laws and institutions co-existed alongside the British and Italian secular laws and modern 
courts. The latter were more relevant in urban areas, as the former continued to form the 
main legal and judicial system o f  the pastoral and agricultural communities that constitute the 
majority o f  the country’s population. This mixed legal and judicial framework was and re- 
mains business-friendly, including in i t s  body o f  constitutional and ordinary laws. Property 
rights were protected in both the 1960 and 1979 constitutions, including compensation in the 
event o f  expropriation and the same principles are enshrined in the Transitional Charter. 
Rules for contracts and their enforcement were provided by the 1973 c i v i l  code based o n  the 
Egyptian and Sharia law and Somali customary law to replace the inherited colonial laws. 
And a strengthened foreign investment law was adopted in 1987 as part o f  the economic re- 
form program to encourage private sector development. 

4.66 The application and practical relevance o f  this framework, however, have varied 
widely in different periods. In the late 1960s, under the second civi l ian government, the judi-  
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cia1 system proved unable to stem rising corruption in the public and private spheres. And 
despite some resilient and capable institutions l i ke  the police, in the late 1970s and in the 
1980s, human rights abuses by the secret services escalated; arbitrary administrative deci- 
sions undermined the ru le  o f  law; and restrictive business, import, and export licensing re- 
quirements discouraged private sector development. In the governance and legal vacuum that 
followed the outset o f  the c iv i l  war in the late 1980s in the northwest region, and in the early 
1990s in the south-central regions, armed militias imposed arbitrary rule characterized by 
widespread abuses o f  human and property rights. In different areas and at different speeds 
depending on the extent o f  subordination o f  political and mi l i t ia leaders to traditional clan 
leadership, there was a reversion to customary practices in resolving disputes. Many Somalis 
also have looked increasingly to Islam as the main source o f  law and o f  legitimacy for judi- 
cial organs. Somalia’s secular laws, albeit with weak enforcement, have survived and to a 
limited extent have even been developed further in the more politically stable northern re- 
gions, but are not being enforced and are virtually forgotten in the south-central regions. 

4.67 Regarding property rights, governments o f  the northern regional states respect the 
right to private ownership and free exchange and disposal o f  land, according to the local 
business community. And no laws or regulations preclude a foreigner f rom owing or having 
investments in local business entities, including those that obtain or use possessory rights to 
land. These same policies and ru les are expected to be upheld by the TFG and other regional 
state governments yet to be established. Nonetheless, at present al l  over Somalia control over 
land i s  the most heavily disputed issue (accounting for 96-98 percent o f  the cases that make it 
to court in the northern regions) and will continue to be so even after a federal government 
and regional state administrations in south-central Somalia have been established. Many  vital 
procedures and institutions to transfer real estate are missing from or inadequately dealt with 
under the current legal framework, including economically and environmentally sensitive 
regulations and registries to determine legitimate title (a project to address the registration 
issue i s  ongoing in Somaliland). 

4.68 The ability to contract freely with others and the assurance that such contracts wil l be 
enforced are among the most basic institutional requirements for a market economy. While 
the 1973 code provides sufficient legal safeguards on both aspects, the insecure environment 
poses in practice serious limits to people’s willingness to extend trust beyond strictly defined 
boundaries, normally o f  the extended family or clan. This helps explain why most contract 
disputes do not end up in the courts and are resolved through traditional dispute resolution 
mechanisms among elders o f  the families or subclans involved. Another reason is the general 
lack o f  trust o f  judges, whose salaries are very low, and who are inexperienced and unable to 
enforce rulings. As i s  the case for private attorneys arguing cases for their clients, judges 
have inadequate education and sk i l ls  in interpreting the law and drafting opinions, which 
heightens legal uncertainty. 

4.69 In some cases, however, business partnerships have been cemented by the need to 
ensure a broader area o f  operation (access to customers and local service providers, as wel l  as 
protection o f  assets across geographical areas inhabited by different clans). These partner- 
ships are also necessary to underpin large init ial  investments and to facilitate further invest- 
ments in some sectors l ike money transfer, telecommunications, and airlines. Regulations 
governing such partnerships and shareholding arrangements, however, are lacking, hamper- 
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ing their potential for expansion and new entries. More generally, Somalia never had legisla- 
t ion covering the formation, regulation, and dissolution (including bankruptcy) o f  legal busi- 
ness entities, rules of corporate governance, and the rights and obligations o f  domestic and 
foreign investors in such ventures. Only in recent months, new liberal commercial, company, 
investment, and export incentive laws in Somaliland and Puntland have been enacted or are 
under consideration. 

4.70 Whi le  traditional dispute resolution through clan elders i s  already common in Soma- 
l ia  for solving relatively small and narrow domestic business disputes, there is an urgent need 
to rebuild a lean federal court system and to encourage the establishment o f  a modern, formal 
arbitration system by large businesses to provide viable channels for the resolution o f  larger 
cross-regional and cross-clan business disputes (see Box  4.2). The investment climate would 
also benefit in the medium term from governments’ commitment to international arbitration 
in cases o f  investment and business transactions involving non-Somali entities, as i t  would 
help lower country risk, attract more foreign investment, and facilitate trade. 

Box 4.2: Private Dispute Resolution - Ship Ownership 

One o f  the largest livestock companies, whose major asset was a 5,000-ton ship, was owned by three part- 
ners. The 50 percent owner sold h i s  share to a new investor in 1995, without consulting h i s  partners. During the 
sale and shortly before, the minority partners managed the operation and profits o f  the enterprise. Following the 
sale, the new majority owner, and later his brother, monopolized the operation, sharing neither information nor 
profits wi th the minority owners. The problem was taken to the clan elder (all involved were from the same 
clan), but negotiations following clan pressure led nowhere. The matter was briefly taken to court for four-six 
months in 1996; however, out-of-court talks were resumed when it became apparent that the court process 
would be lengthy, expensive, and corrupt. The matter was settled amicably in mid-1997. Accounts were drawn 
o f  the operation results under the management o f  each party, and a fair prof i t  distribution was agreed on. All 
payments were settled by end 1997. The ship operated continually during the dispute process. 

I Source: Nenova 2004, based on interviews with Somali businessmen involved, 2003. 

4.71 Legislation in other critical areas to ensure compliance with safety, labor, health and 
environmental standards and to ensure fair competition i s  lacking, but their introduction is 
not a priori ty for the recovery period. Similarly, regulatory transparency in government con- 
cessions and procurement i s  missing, as wel l  as in cases o f  state-sanctioned monopolies l i ke  
the one granted to TOTAL in importing and distributing o i l  products in Somaliland and the 
Hart Group in the protection o f  Puntland sea waters. New banking laws to update the role o f  
the central bank(s) and to clarify the terms for entry, operations, and supervision o f  commer- 
cial banks are also needed, but o ld  laws can do in the near term. N e w  legislation and regula- 
tions to clarify and improve the accounting and auditing standards for (major) private com- 
panies as well as for public sector entities (ministries and parastatals) will also be needed in 
the medium term. In the short term old Somali accounting standards (or at least the pre-1990 
auditing requirements applicable to World Bank projects) can and should do, even for foreign 
donors, but they need to be adequately implemented and enforced. 

4.72 Unlike other conflict-affected countries, Somalia already possesses a vibrant private 
sector that can sustain economic growth during a recovery period. For domestic and foreign 
investors to keep sustaining growth beyond the recovery period and over the medium and 
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long term, however, Somalia wil l need a stronger and more modem legal and judicial system 
than the one in place before the war or in place now in selected regions (see Box 4.3). 

Box 4.3: The Importance for Sustained Growth of a Good Legal Infrastructure 

The Netherlands' Judicial Council's Research Group has conducted a well-researched study (currently be- 
ing translated to English) on  the significance o f  legal institutions for economic growth. Below are i t s  summa- 
rized conclusions and the link to the original Dutch language report. 

The economic growth rate i s  significantly and substantially influenced by the institutional context. 
I t  i s  possible to draw some l ines about the relative importance o f  elements o f  the institutional context. 
Civi l  liberties and economic growth were correlated, but later research showed that more specific indicators 
for the political governance and legal infrastructure are much more relevant. 
Something similar happened to political instability. 
Democracy i s  without doubt a better base for investment and growth than a dictatorial society. But the con- 
comitant redistribution mechanisms in their turn constitute a brake on  innovation and growth. 
Almost a l l  studies point out the importance o f  a good legal infrastructure. Indicators such as the protection 
ofprivate property and the performance of the judiciary are at least as, if not more, significant. 
Protection o f  private property rights and performance o f  the judiciary also appear to be more significant in 
explaining differences in growth rate than the distinctions in legal families. 
Tentatively, the significance o f  the legal infrastructure for economic growth can be quantified. If the per- 
formance o f  the legal infrastructure i s  measured on  a rising scale o f  1 to 10, the effect i s  between 0.2 and 
0.8 percentage point more growth per index point. 
Protection o f  private property rights and the performance o f  the judiciary are probably good starting points 
for strengthening the legal infrastructure in order to stimulate economic growth. 
At present, the available research does not allow for more specific conclusions because o f  i t s  h igh level o f  
abstraction. 

Source: B.C.J van Velthoven, De  betekenis van de juridische infrastructuur voor de Nederlandse economie, 
Research Memoranda Nr. 1-2005, Raad voor de rechtspraak, Den Haag 2005 (see: 
http:Nwww.rechtspraak.nl/Gerechten/Rvditlblicalies/Research+Memoranda. him ) 
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5. THE AGRICULTURAL SECTOR 

Need for Natural Resources Management to Address the Environmental Crisis 

5.1 During the past decade and a hal f  weak, chronic environmental problems that had al- 
ready caused significant degradation in Somalia’s fragile ecosystem have been aggravated by 
three factors. First, weak or absent governments stopped enforcing pre-existing natural re- 
sources and hazardous, solid, and industrial waste laws and regulations. Second, severe eco- 
nomic pressures pushed Somalis to sacrifice their environment for short-term survival. And 
last, a recent spate o f  natural disasters such as drought, cyclones, and tsunamis compounded 
the problems. A breaking point has been already reached in northern Somalia’s capacity to 
sustain pastoral l ives in the foreseeable future, but southern Somalia i s  also in the midst o f  an 
environmental crisis. Unless drastic actions are taken to reverse the environmental degrada- 
t ion and to make the use o f  natural resources sustainable, Somalis can have l i t t le hope o f  an 
improved future or o f  meeting their development goals. 

5.2 Major environmental issues are: (i) land degradation and desertification resulting 
from an unusually long (four-year) drought, overgrazing, deforestation, and soil erosion; (ii) 
water pollution due to lack o f  sanitation, waste facilities, and water management; (iii) marine 
resources degradation caused by illegal fishing and dumping o f  hazardous waste by foreign 
companies; (iv) chemical contamination (for example, pesticide pol lut ion at the Ayaha Val- 
ley and discarded plastic bags that do not degrade and kill goats); and (v) disappearance o f  
the few remaining wild animals, especially in the south (see B o x  5.1). Additionally, the tsu- 
nami in late December 2004 caused considerable, social services, fishing damage and loss o f  
l ives on the northeast coast, including destruction o f  homes, public buildings and roads, 
wharves and jetties equipment, and boats. I t  also ravaged the fragile shoreline (see B o x  5.2). 

Box 5.1: Toxic Waste Dumped at Sea 
UNEP conducted a rapid preliminary assessment at the request o f  the Puntland government to assess the 

environmental damage, including habitat destruction, pollution, and soil erosion in the affected areas by the 
tsunami. I t  found that containers and disposable leaking barrels with toxic waste were washed onto Somali 
shores, causing diseases bearing symptoms o f  radioactive exposure in villages along the northeastern shorelines. 

The report also stated that Somalis l iv ing in those coastal areas are now adversely impacted by the dis- 
persed waste, which has begun to affect their  fisheries and fragile ecosystem l ike coral reefs and mangrove 
forests, There i s  also evidence o f  contamination o f  ground water and top soil, which may have to be removed. 

The regional authorities with the assistance o f  the international community are to: 

0 

0 

Assess the damage o f  toxic waste along Somalia’s coastline and conduct necessary remediation 
Monitor the coastline to discourage illegal fishing activities and the dumping o f  hazardous waste 
Provide resources and training for local authorities to prevent illegal fishing and overutilization o f  ma- 
r ine resources and to promote the use o f  royalties f rom commercial legal fishing for the benefit o f  the 
Somali people 

Undertake a full assessment o f  the coastal areas and identify those that are sensitive and crucial for the ecosys- 
tem integrity and demarcate them for conservation or regulated development. 
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Box 5.2: Toxic Waste Spilled on Land 

In the Ayaha Valley, 5 k m  south o f  the city o f  Hargeisa, l ies  a deserted pesticide storage area. The site was 
used by the Desert Locust Control Organization (DLCO) but was abandoned in 1991, after the collapse of the 
central government. A significant amount of pesticides-71,000 liters (World Environment Center 1987)- 
were stored at that area, including aldrin, dieldrin, hexachlorocyclohexane (interchangeably called HCH, BHC, 
and Lindane), and fenitrothion. 

Since the site’s abandonment, large quantities o f  pesticides have spilled either by leakage or through the in- 
tentional emptying of containers by looters. Currently, there i s  a strong, pervasive odor o f  pesticides in and 
around the site, indicating high levels of soil contamination. A riverbed i s  located just a few meters away and, 
although it i s  dry most of the year, the riverbed carries a substantial flow o f  water during the rainy season. As 
the site i s  located at an elevation higher than Hargeisa, i t  i s  likely that during these times o f  rainfall chemicals 
are carried downstream toward the city, passing numerous settlements along the way. 

These pesticide spills are especially of concern to the Ayaha Valley community. There have been reports o f  
deformities in maternity cases and high spontaneous abortion rates. In 2004, the World Health Organization 
conducted an investigation o f  the causes of these health occurrences, with the results s t i l l  to be determined. Al- 
though several samples of the soil and water in the Ayaha Valley have been taken by various organizations, 
there has been n o  organized effort to clean up the contamination to min imize risk. 

Upon the request of the government and with UNDP financial assistance, the Kenya Plant Health Inspec- 
torate Service (KEPHIS) assessed the area and the level o f  pesticide contamination in the valley surrounding the 
former DLCO compound, and sampled and analyzed water and soil samples from the contaminated area. The 
KEPHIS consultants concluded that there was a “high concentration o f  organo-chlorines pesticides detected in 
the soil samples (indicating) high contamination o f  the Ayaha Valley. The contamination can be classified as an 
example o f  a catastrophe of mass proportion.” The report went on  to say that, though no pesticides were de- 
tected in the five water samples, the pesticides are “persistent chemicals which can last in the environment for a 
long time and can cause acute chronic diseases which can damage the nervous system in human beings. Some 
may eventually cause cancer.” The report categorically states, “Settling returnees or other residents near the ex- 
DLCO compound i s  dangerous and should be avoided until the whole area i s  cleaned and free o f  chemicals. But 
unfortunately there are s t i l l  communities living in the area.” Several subsequent examinations o f  the site have 
indicated high levels o f  dangerous chemicals in the riverbed and the surrounding area. As a result, a nearby new 
primary school was closed because o f  the unknown risks. 

UNDP Somalia has actively campaigned with the authorities against any further settlement in that area and 
has already addressed the initial recommendations by building a fence around the contaminated area and a roo f  
to prevent runoff. In discussions among stakeholders, different approaches to deal wi th the problem have been 
suggested, f rom public awareness media campaigns to forcibly removing the returnees until the area can be 
cleaned up. This report recommends cleaning up the chemical pollution at the D L C O  site in the Ayaha Valley 
using the following steps: 
1. Conduct a thorough site assessment. This assessment should provide information on  the extent o f  the soil 

and water contamination and the potential for leaching into groundwater. 
2. Conduct a review o f  options for remediation o f  the site. This review should take into consideration the 

pre,vious efforts to clean up sites that have been highly contaminated with persistent organic pollutants 
(POPs) like aldrin and dieldrin. POPs are especially difficult to dispose o f  and are not readily degraded in 
soil by microbial activity. In addition, the review should be coordinated with the Mark  Davis 
(mark.davis@fao.org), Coordinator and C h e f  Technical Advisor o f  the Obsolete Pesticides Prevention 
and Disposal Program for FAO. 
Because o f  the urgency o f  the problem, remediate the site based on the option that would result in the 
sneediest cleanun 

3. 

5.3 While most of the country i s  semi-arid and arid, Somalia has several hundred plant 
species that are not found anywhere else in the world and constitute a unique genetic re- 
source. Most of these species are useful for grazing, food, medicine, gum and resin, and fi- 
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ber. A land cover study o f  Somalia by FAO-Africover Project, using satellite photo interpre- 
tation in 2000, puts wooded areas at about 59 percent, representing a decline o f  1 percent in 
15 years. Sand dune encroachment was found five years ago to have already had a serious 
negative impact on agricultural and rangeland, roads, and towns and villages along the East- 
ern coast. In addition, four years o f  drought, the Saudi livestock ban, and the start o f  charcoal 
exports by destitute nomads and traders have resulted in serious localized deforestation. 

5.4 Compounding the negative environmental impact o f  charcoal exports i s  the fact that 
many o f  the newcomers to the charcoal trade have no experience in its production, and thus 
production efficiency i s  much lower than the estimated range o f  30-38 percent in the 1980s. 
Nonetheless, i t  i s  a profitable business. A bag o f  charcoal costs currently about US$3-4 in 
Somalia and sells for US$lO in the Gulf States. 

5.5 In the southern regions, livestock depends mainly on crop residues and natural pas- 
tures for fodder. Most livestock in the central and northern rangelands depends instead on a 
variety o f  shrubs and native grasses in open forest and savannah areas, which in normal sea- 
sons provide quality feed, together with isolated crop production areas where animals feed on 
crop residues. Thus, the deforestation and environmental degradation caused by the cutting o f  
trees for firewood and charcoal, overgrazing, soil erosion, and more frequent droughts in re- 
cent years have had serious adverse impacts on the nomadic way o f  life. High livestock mor- 
tality and large-scale human displacement were reported after the drought o f  2004 in the So01 
Plateau, which i s  a key livestock production area. The animal species that has suffered the 
most, with death rates as high as 95 percent in some communities, i s  the camel.Somalia has 
the largest population o f  camels in the world. A hardy, browse-feeding animal, the camel 
population was affected by the decline in the acacia species and associated shrubs. A similar 
negative impact i s  anticipated o n  most o f  the wildl i fe species that depend o n  browsing. 

5.6 Somalia was r ich in wildlife, with several species that are common in East Afr ica 
such as some primates, big cats, hyenas, foxes, coyotes, elephants, giraffes, warthogs, and 
several gazelle and bird species. Most species, however, were adversely affected during the 
c iv i l  war period by the deterioration o f  forests and rangelands on which both wi ld l i fe and 
livestock heavily depend, and by a growing and widespread export o f  young wildlife species, 
especially to the Arabian Peninsula. 

5.7 Some foreign f i r m s  have entered into contracts with certain Somali local political and 
mi l i t ia leaders to dump hazardous waste on the Somali coast and in the sea. Although this i s  a 
violation o f  international treaties, because o f  the absence o f  a central government in Somalia 
and the weakness o f  regional and local administrations, they have not been legally stopped or 
sued. Some o f  this waste i s  dumped at sea in barrels that wash ashore. Samples taken from 
some barrels contained nuclear waste (Hassan, M.G., et al. 2000). A more recent report by 
UNEP indicates that the tsunami disaster appeared to have broken barrels and scattered haz- 
ardous waste, with some adverse health impact o n  the neighboring communities. 

5.8 Reversing the environmental damage suffered so far will be a costly and long-term 
endeavor, but i t  i s  urgent to begin this task. Currently, a few local communities have made 
considerable efforts in addressing some environmental issues, but these efforts are o n  a small 
scale, as the communities lack sufficient capital and human resources to  match the equally 
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modest technical and financial help received from international NGOs. Economic recovery 
wil l go a long way in spurring alternative income-earning opportunities for destitute people 
and lessen their incentives to destroy their environment. However, Somali politicians, admin- 
istrative officials, and traditional leaders should adopt and implement urgently the difficult 
policies necessary to avoid firther environmental degradation and save the pastoral economy 
o f  the northern and central rangelands. When they do so, aid donors must stand ready to help 
them on the fol lowing priori ty fronts: 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Clean up Ayaha valley pesticide pollution. 
Enforce the ban on charcoal export and request neighboring states’ cooperation. 
Develop alternative sources o f  energy for cooking and promote efficient stoves. 
Adopt and enforce a ban on domestic production and imports o f  nonbiodegradable plastic 
bags. 
Enforce the ban on wildl i fe exports and seek support for i t from the international com- 
munity. 
Reinstate rangeland controls, including grazing reserves (see livestock section).34 
Monitor the dumping o f  hazardous waste. 
Assess the damage o f  toxic waste along Somalia’s coastline and conduct necessary reme- 
diation. 
Support capacity building and investments by local governments to identify environ- 
mental problems and develop remediation projects with appropriate incentives and insti- 
tutional solutions (to be carried out by private contractors) to combat desertification, pro- 
tect drinking water quality, and assure trash removal and sewage treatment. 
Gather environmental data, conduct ecological assessments, and establish environmental 
action plans. 
Carry out a complete natural resource assessment and strategic planning in a participatory 
way, involving the key stakeholders such as the pastoralists, farmers, professional asso- 
ciations, the private sector, regional governments, and the federal government. 

5.9 Faced with a deep water table, high mineral content in water, and frequent breakdown 
o f  wells because o f  poor maintenance, most people come to depend o n  the harvesting o f  sur- 
-face water. However, these surface water facilities dry up during the dry seasons and are not 
replenished during long droughts, which have become more frequent in recent years. This 
makes water one o f  the most limiting natural resources in Somalia. Therefore, there i s  a 
structural need to improve the water storage capacity o f  the Juba and Shabelle rivers, in- 
crease the efficiency o f  irrigation, improve water harvesting, and carry out in-depth studies o f  
underground water potential (see Section 5.22). 

5.10 Since the 1920s, petroleum exploration has been carried out by a number o f  compa- 
nies but with no findings o f  o i l  in commercially viable quantities. However, because o f  the 
geology o f  Somalia and the discovery o f  several o i l  and gas locations in Yemen, which has 

34 In many cases, there are effective local controls o n  grazing by herders and communities, but the main prob- 
l e m  i s  the encroachment by powerfu l  outsiders, which requires the intervention o f  some state regulations and 
forces to resolve. In the Juba area, the problems over rangeland controls i s  that powerful, well-armed outsiders 
have exploited forests for charcoal production. Local  elders and communities have l i t t le recourse but to  permit 
them (Peter D. Little, email  communication). 
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similar geological formations, the expectation remains strong among Somalis and o i l  explo- 
ration companies alike in the northern regions o f  finding significant commercial quantities o f  
crude o i l  and gas. Some o f  these companies are already in contact with Somaliland and Punt- 
land authorities. To re-start, promote, and benefit from o i l  exploration, the Somali authorities 
need to: (i) establish a publicly available database about past o i l  exploration activities and 
then keep it up to date; (ii) develop the human and institutional capacity to  negotiate favor- 
able terms with international o i l  companies; and (iii) in the medium term agree among the 
federal and regional state governments on a revenue-sharing formula f rom exploration fees, 
royalties, and other taxes (corporate income from crude o i l  and wholesale gas sales, as wel l  
as any excise taxes from refined products). 

Livestock Still Dominates Somalia’s Agriculture and Economy 

5.1 1 Livestock i s  at the root o f  Somali literature and cultural identity, in rural as wel l  as 
urban areas. I t  represents also the main repository o f  individual and national wealth and the 
source o f  considerable employment and export income. In 1990, the livestock sector pro- 
vided employment and livelihoods for about 55  percent o f  the population and accounted for 
80 percent o f  the export earnings in a normal year. Somalia experienced a gradual increase in 
livestock numbers, with minor dips in the 1980s. The stock peaked in 1988 and declined 
somewhat in the 1990s, probably because o f  the civi l  war. The highest domestic prices were 
observed in 1983 and the lowest in 1989. 

5.12 Livestock has been subject to many diseases, with past outbreaks followed by con- 
tainment. Before the c iv i l  war, most diseases were controlled by relatively effective veteri- 
nary services supported by donors and government-funded projects. Since the collapse o f  the 
state, some limited activities have been carried out by NGOs and private veterinarians, with 
considerable support f rom the donor community, led by the European Union. However, de- 
spite these efforts, the absence o f  well-planned and coordinated animal health and veterinary 
services to control diseases and to provide credible certification for exported livestock and 
livestock products led the Kingdom o f  Saudi Arabia (KSA) to ban livestock exports from 
Somalia on two occasions. The latest o f  these bans was imposed in late 2000 when human 
Rift Valley Fever was detected in K S A  and Yemen (but not in Somalia), l ikely as a result o f  
increased irrigation in their coastal areas, which resulted in mosquitoes spreading the disease. 
The Saudi ban, however, i s  s t i l l  in force despite the fact that the disease has never been de- 
tected in Somalia in recent years. 

5.13 According to estimates from the Food and Agriculture Organization (FAO) and the 
Food Security Assessment Unit (FSAU), the livestock population was 37.5 mil l ion in 1998 
and 38.9 mil l ion in 1999, which represents an 18 percent decline with respect to the historical 
peaks reached in 1988 and 1989, largely attributable to the prolonged c iv i l  war. Camels are 
present in al l  geoclimatic zones o f  Somalia. Cattle are mostly in two southern zones (South- 
ern and Juba Valley), sheep are more numerous in the north and center o f  the country and the 
goat population i s  higher in the north and south and l o w  in the center. In addition to the zonal 
distribution, there i s  considerable internal and cross-border movement o f  livestock to Ethio- 
pia and Kenya in search o f  grazing and water, and this i s  in part responsible for the annual 
variation in population 
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5.14 Annual off-take rates in the late 1990s increased over the late 1980s, although the 
percent annual off-take could be increased even further by reducing the age o f  sale, a side 
benefit being a decrease in the extent o f  overgrazing. About 33 percent o f  the off-take was 
consumed by producers and 17 percent by other internal consumers, and 50 percent was ex- 
ported, main ly  to Saudi Arabia on the occasion o f  the Haj. After the collapse o f  the govern- 
ment, inspection services in the northern ports o f  Berbera and Bosasso were supported 
mainly by the EU, which assisted Somali animal health professionals and NGOs in the issu- 
ance o f  veterinary certificates. Such assistance was critical in making it possible for Somalia 
to export in 1997 a record number o f  more than 3 mi l l ion shoats (sheep and goats), 71,000 
cattle, and 58,000 camels. In addition to l ive animals, chilled meat i s  being exported in small 
quantities f rom a number o f  privately owned and managed small abattoirs such as in Burao 
and Gaalkayo. Hides and skins are also exported, mostly to Europe and Asia. Milk from 
camels, cattle, goats and to a lesser extent sheep i s  consumed by producers and marketed in 
urban centers. The milk o f  cattle, goat, and sheep i s  also used for the production o f  butter, 
which i s  converted to ghee for longer-term storage. Camel milk i s  highly homogenized in 
nature and does not lend itself to the production o f  butter (see Figure 5.1). 

Figure 5.1: Livestock Exports from Berbera and Bosasso Ports (1994-2004) 

E .- 

4000 

3500 

3000 

2500 

2000 

1500 

1000 

500 

0 
1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Year 

78 



5.15 The livestock production, breeding, and trade was historically dominated by the p i -  
vate sector, but the pre-war Somali government, with the help o f  the donor community, pro- 
vided animal health services such as treatment, vaccination, holding grounds for quarantine, 
testing for brucellosis and other diseases using well-equipped and -staffed laboratory facili- 
ties, control o f  disease vectors, and inspection and certification o f  the exported animals. The 
government had also put in place ru les and regulations in an attempt to  comply with the 
health standards o f  the main importing countries. Also, to maintain a healthy herd growth, i t  
prohibited the export o f  female livestock. Although this system had some shortcomings, such 
as the government parastatal that controlled the overpriced hiring o f  ships that transported the 
livestock to importing countries, i t  functioned reasonably wel l  until the c iv i l  war disrupted 
these vital services (see Figure 5.2). 

Figure 5.2: Average Prices in the North Region - Export Quality Goat (1998-2004) 
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5.16 The two import bans imposed on Somali livestock in the 1990s by Saudi Arabia re- 
sulted init ial ly in considerable economic loss in the marketing chain and had a strong nega- 
tive impact on foreign currency earnings and fiscal revenues in Somaliland and Puntland. 
Recent information, however, suggests an impressive recovery o f  livestock exports, despite 
the Saudi export ban and the four-year drought in the north and the center o f  the country. 
Shoats exports have increased from 600,000 heads fol lowing the ban in 2001 to 2 mi l l ion 
heads by 2003, despite the continued ban by Saudi Arabia. Domestic prices o f  livestock have 
recently recovered to almost pre-ban levels, and the value o f  exported animals i s  estimated to 
be more than US$90 mil l ion. Preliminary export figures from Bosasso and Berbera ports for 
2004 suggest continuing strong exports. They also indicate a major shift in livestock exports 
toward the smaller port of Bosasso because taxes are lower than than in Berbera and also be- 
cause o f  i t s  proximity to the UAE and Oman markets, toward which most exports have now 
been re-directed. A value chain analysis conducted for this study shows that producers are 
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receiving a remarkably high proportion, between 85 and 92 percent, o f  the fob price. I t  thus 
appears that widely held concerns about oligopolistic practices by the few major exporters 
are unfounded. An additional positive side effect o f  the Saudi export ban has been the estab- 
l ishment o f  four plants that export chilled meat by air to the UAE, two from Mogadishu, one 
from Gaalkayo (Puntland) and another one from Burao (Somaliland). 

5.17 The Somali Livestock Sector Strategy (SLSS) elaborated by Somali and international 
experts identifies many problems facing the sustainability and performance o f  the livestock 
sector: overgrazing, overexploitation o f  trees and shrubs resulting in intensified desertifica- 
t ion and soi l  erosion, use o f  prime rangeland for crop production, loss o f  riverine forest to 
crop production, enclosures o f  best rangelands, collapse o f  the public veterinary service, and 
the lack o f  a banking system to facilitate opening letters o f  credit for exporters. They al l  stem 
from the failure of governments to provide human resources to enforce an appropriate legal 
and regulatory environment, natural resources management, animal health standards, and 
quality control. The SLSS identified four pillars for the sustainable production o f  livestock, 
each with detailed sequential priority activities, timeline, and cost that are summarized be- 
low. 

Improved Incentives and Environment for Animal Production. This f i rs t  pillar 
called for improved livestock management and welfare, enhanced productivity; value 
addition to animal products; conservation and improvement o f  the natural resources 
and production o f  fodder that sustain livestock production such as range, forest land, 
and water resources; and mitigation o f  the impact o f  drought. This should also include 
support to the regeneration and domestication o f  economically important tree and 
shrub species such as frankincense, myrrh, gum arabic, Cordeauxia edulis, yeeb nut, 
and others, to improve the forest and rangelands and provide additional livelihood for 
pastoral communities. I t  calls for strengthening recent initiatives by donors to intro- 
duce new forage species and increase off-take. 

More Effective Animal Health and Disease Control. This pillar would involve ur- 
gent improvement o f  veterinary and testing, inspection, and certification services in a 
private, public, and international partnership arrangement. Recent donor-supported 
initiatives in Puntland and Somaliland to address this pillar were noted and endorsed. 

Increased Efficiency of Livestock Marketing and Trade. The livestock trade has al- 
ready begun to change in terms o f  products (for example, chilled meat in addition to 
l ive animals) and destinations, in response to structural changes in demand and the 
impact o f  the Saudi export bans. More emphasis is needed by producers, officials, and 
donors in their activities to support diversification o f  livestock products toward fresh, 
chilled, and processed meat, milk products, and better quality hides and skins. Somali 
ports need to achieve international safety, health, and quality control and performance 
standards. The SLSS also identified as a critical need a credible banking and insur- 
ance system to facilitate opening o f  Letters o f  Credit so that traders would not at the 
mercy o f  the ultimate buyers in the Gulf ports, but the value chain analysis mentioned 
above and other arguments related to international linkages o f  Somali business people 
conducted for this report indicate this to be a secondary priority. 
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Emphasize Hum an Resource Capacity Building and Institution a1 Strength en ing. 
This pillar calls for the strengthening o f  institutional capacity through the expansion 
o f  appropriate training facilities and improving their quality in the areas o f  livestock 
production, animal health, marketing, and trade and management support. The SLSS 
argues that because o f  the public good nature o f  investing in human resources, public 
sector leadership and a participatory approach are essential. Such participation, how- 
ever, requires that one or more strong sectoral business associations be in place. 

5.18 A priori ty issue that the SLSS does not address i s  whether and h o w  to re-capitalize 
the livestock sector through re-stocking the national herds and flocks. The reason for being 
concerned about re-capitalization i s  that in 1998-99 the livestock numbers were already 18 
percent below those in 1988-89. Fol lowing the devastating four-year drought and the equally 
deadly cyclone that followed it, livestock numbers have no doubt declined further below their 
historical levels. Public pol icy faces a choice whether to support re-capitalization that Somali 
nomads would naturally attempt to achieve over the next few years or to  put the brakes on 
such a process, since these lower stock levels may be more environmentally sustainable 
while s t i l l  compatible with an increased off-take. 

5.19 Another issue on the production side that requires immediate attention i s  the future 
management o f  common community grazing areas and the implications for land pol icy in 
Somalia’s rangelands. Moreover, mobi l i ty  is  the main risk management strategy o f  nomadic 
herders but with insecurity and other politico-economic factors, nomadic groups have be- 
come less mobile and this probably has aggravated range and water conditions in certain ar- 
eas. Attempts should be made to restore mobil i ty as a viable way to exploit a dry range area. 
This may require significant changes in the delivery o f  food aid and services, which often are 
clustered in the larger towns, compelling herders to move to access them. This encourages 
localized overgrazing and jeopardizes their mobi l i ty  strategy. 35 

5.20 On the demand side, while diversification seems a sensible strategy to address the 
problem o f  volatility and uncertainty regarding market access to the traditional Saudi market, 
nonetheless the authorities and the international community should intensify their efforts to 
seek a lifting o f  the Saudi livestock export ban. Dialogue at the bilateral, regional, and inter- 
national levels and concrete actions o n  improving animal health and certification systems by 
business associations, regional and federal authorities, and donors may yield a major break- 
through that would greatly benefit Somali producers, northern regional government finances, 
as wel l  as the entire economy. This short-term boost on the export side would be much 
needed to balance the macroeconomic distortions in relative prices between tradeables and 
nontradeables that an aid-fueled recovery program may bring. 

5.2 1 Finally, clarification o f  the roles o f  the public and private sectors i s  needed. The ever- 
stringent international health standards; competition from other livestock-exporting coun- 
tries; and lack o f  adequate animal health services, trade policies, and regulatory mechanisms 
call for an important public role for those functions that the private sector, the professional 
and trade associations, the NGOs, communities and regional administrations cannot success- 
fully address the four pillars and the additional challenges mentioned above. Fol lowing the 

35 Peter D. L i t t le  e-mail communication. 
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principle o f  subsidiarity, the federal government may retain primary responsibilities for regu- 
latory legislation and its implementation and for veterinary certification o f  export animals, 
while regional governments ought to focus on rangeland and forest management and the de- 
velopment o f  infrastructure that support the livestock and livestock products export industry. 
Regulatory pol icy and institutional reforms, as well as the scope o f  supporting services and 
infrastructure, must be planned, implemented, and evaluated in a participatory process where 
private stakeholders are adequately represented. All are areas where the international donor 
community ought to provide adequate financial and technical support. 

Crop Production Has Suffered but Has High Potential for Expansion 

5.22 Despite i t s  semi-arid climate that makes most o f  the country more suitable for live- 
stock grazing than for crop production, Somalia also has large areas, especially in the south 
and near and between i t s  two main rivers, with r ich alluvial soils where irrigated or rainfed 
crop cultivation can be profitable and internationally competitive, whether for own subsis- 
tence or cash sales. Except for localized and war-related disruptions as in the early 1990s in 
the south, the country has not suffered from widespread famine, although food aid was and 
remains a necessary instrument o f  humanitarian assistance for the food-insecure population 
groups. These include subsistence farmers, who are very vulnerable to recurring droughts. 

5.23 The main crop, both for domestic consumption and for export, was and remains ba- 
nanas. Other food crops, in order o f  importance, are sorghum, maize, sesame, and cowpeas, 
Because o f  their high yields per ha, sugar cane and rice were measurable food crops before 
the c iv i l  war, despite the small areas in which they were grown. Their cultivation and associ- 
ated processing plants were run by government parastatals. The processing plants were 
looted and exported as scrape metal. N o  sugar cane i s  currently produced. The production o f  
rice declined to almost nil in 2001, before staging a significant recovery that resulted from 
the recent peace in the region.36 Other commercial crops-for which production estimates, 
however, are not recently available-are citrus (mainly grapefruit and lemons), vegetables, 
cotton, frankincense and myrrh (the latter two are spontaneous forest species). About 90 per- 
cent o f  the cereal production takes place in the south, with food crops being produced pre- 
dominantly by smallholders. 

5.24 While food security was and remains a concern for Somalia, that is  not the case for 
food self-sufficiency. Traditionally, Somalis have always imported food products that they 
l i ke  to consume but do not produce in sufficient quantities or at a l l  (sugar, wheat and wheat 
flour, rice, cooking oil, and tea) and exported other agricultural products where they have a 
comparative advantage (livestock and livestock products, bananas, and beginning in the late 
1980s also sesame seeds and other fruits). Pre-war annual cereal production averaged about 
490,000 metric tons, with a peak o f  625,000 metric tons in 1989, more than double the output 
o f  the early 1980s. The steady increase in cereal production during the 1980s-as wel l  as o f  
other crops, such as banana, grapefruit, grain legumes, and sesame-represents the major 

36 During the CER July 2005 visit to the Middle Shabelle region, which i s  the only region where r ice i s  cur- 
rently grown, local officials reported that r ice production was 611.30 tons in 2002, 867.50 tons in 2003, and 
2,944.30 tons in 2004. I t  was 16,000 ton in 1989 and s t i l l  about 2,000 in the years 1995-2000. 
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success o f  the structural adjustment and pol icy reforms undertaken by the government with 
the support o f  the Bank and the donor community. 

5.25 The upward trend in crop production was reversed immediately and drastically fol- 
lowing the outbreak o f  the c iv i l  war, beginning in 1991. Cereals production reached a record 
l ow  in 1993 at one-fifth o f  pre-war levels. There was partial recovery in crop production in 
1994 to about 70-80 percent o f  pre-war levels because o f  a combination o f  reduced fighting 
resulting from the arrival o f  international peace keeping forces, good rains, and considerable 
assistance from donors and NGOs. However, the withdrawal o f  these forces led to another 
round o f  reduction in production through the second ha l f  o f  the 1990s. By 2004, cereal pro- 
duction had rebounded once again, but i s  s t i l l  at only about 43 percent o f  its pre-war levels. 
The potential for an expansion o f  cereal production i s  high, if major generic constraints to 
irrigated and rain-fed cultivation are addressed (see Figure 5.3). 

Figure 5.3: Crop Production, 1982-2004 

Crop Production in Somalia, 1982-2004 

1 +-Sorghum +Maize +Banana1 

5.26 Before the c iv i l  war, the h i t  subsector-banana and associated crops o f  grapefruits 
and watermelons-was vertically integrated. Production was carried out by large private 
farms that depended on the support o f  Soma lh i t ,  a jo int  marketing company owned by Ital- 
ian and Saudi companies, the banana producers, and the government (with a minority share). 
The company provided inputs and technical assistance to the producers and took care o f  
shipping and marketing abroad, mainly in Italy. Buffeted by continuing c iv i l  unrest, occupa- 
t ion o f  plantations by militiamen without agricultural experience, the pullout o f  foreign in-  
vestors and marketers, damage from the El Ni i io  floods in 1997-98, and the deterioration o f  
irrigation and processing infrastructure, the banana subsector collapsed. Production o f  ba- 
nanas has declined steadily almost every year since 1991 and i s  now at about 30 percent o f  
pre-war levels. Exports have mostly stopped, with the exception o f  small quantities sent to 
Libya. 

5.27 The challenges for reviving this subsector are formidable. EU experts, under the as- 
sumption that security i s  improved and property rights are clarified, recommended rehabilita- 
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t ion o f  the irrigation canals. Forecasting a major erosion o f  preferential access to the EU 
market f rom the anticipated removal o f  import quotas on non-ACP (African, Caribbean, and 
Pacific group o f  countries) banana producers starting in 2006 and through 2008, the EU 
study also recommended diversification from banana cultivation to food crops. While this 
wil l be a decision for the private Somali and foreign plantation owners to make, the EU study 
may have overstated the negative impact o f  a change in the EU banana regime o n  ACP pro- 
ducers, especially those l ike Somalia that enjoy duty-free access under the EU’s Everything 
But A r m s  Initiative. 

5.28 In reforming the banana regime, the EU i s  now expected to substitute relatively high 
tariffs for the illegal quotas that wil l need to be scrapped under WTO rules. Thus, least- 
developed countries wil l continue to enjoy substantial preferential access to the EU market 
(World Bank, 2000, Borrell and Bauer, 2004). Regardless o f  the outcome o f  the EU policy 
decision on tariff levels, the high potential yields o f  about 35-50 tonsha for wel- managed 
Somali banana plantations, the suitability o f  current and potential irrigated areas o f  the coun- 
try for intensive banana production, the proximity o f  production areas to the Mogadishu and 
Kismayo ports, and the location o f  Somalia on major maritime routes are l ikely to ensure a 
higher profitability and competitiveness o f  Somali bananas vis-A-vis any other food crop. 

5.29 Moreover, there i s  no technical tradeoff between revival o f  banana production and 
diversification o f  crops in the inter-riverine irrigated areas. Bananas at peak production in 
1990 occupied only at most 9,000 ha, and these were only partly used for bananas at any 
given time. There i s  thus abundant irrigated land that can be used for diversification into 
other high-yielding and high-value commercial crops such as grapefruit, papaya, vegetables, 
and food crops such as sugar cane, sesame, and rice. G r a p e h i t  and sugar cane, especially, 
have large potential for revival and expansion, considering the relatively high pre-war yields 
of Somalia and the strong marketing opportunities for these crops in the domestic market and 
in Europe, the Gulf, and eastern African countries. 

5.30 In 1990, about 165,000 or 15 percent, o f  the estimated cultivated land o f  1.1 mi l l ion 
ha was under irrigation, mainly along the two perennial rivers o f  Juba and Shabelle that are 
susceptible to flooding during the rainy season and to scarcity o f  water during the dry season. 
Plans were under way before the c iv i l  war for various projects to enhance water storage ca- 
pacity and flood control, including a major dam on the Juba River that would also have pro- 
vided a source o f  hydroelectric power. After the outbreak o f  the c iv i l  war, the lack o f  mainte- 
nance o f  river embankment, water storage structures, and r e l i e f  channels for f lood control; 
the disrepair o f  water control barrages and main canals; the silting o f  the irrigation system; 
the looting o f  water pumps and agricultural machinery; the absence o f  technical expertise; 
and the displacement o f  plantation owners and experienced farmers resulted in drastic reduc- 
t ion in the area under controlled irrigation. The war also stopped the collection o f  hydrologi- 
cal data and reduced the capacity for early f lood warning. As much as 85-90 percent o f  the 
originally irrigated land i s  now used for rain-fed agricultural production. 

5.31 The most important rain-fed farming system i s  found in the inter-riverine regions o f  
Bay and Bakool and along the two rivers in the south where irrigation infrastructure i s  not 
developed, Maize and sorghum are the principal crops cultivated under this system. The c iv i l  
conflict, the recurring droughts, the lack o f  agricultural services such as research and exten- 
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sion, and the lack o f  improved seeds and other inputs have reduced the production o f  rain-fed 
agriculture in al l  the key production areas o f  the south. Therefore, there i s  an urgent need for 
the re-introduction and testing o f  good-quality, high-yielding varieties o f  crops, the provision 
o f  a credible participatory extension service, and facilitation o f  the availability o f  agricultural 
inputs such as appropriate fertilizers and pesticides. Rain-fed farming systems are also prac- 
ticed in the northwest, where a combination o f  higher rainfall and contour bunding to harvest 
and conserve water and soil makes i t  possible to grow sorghum and other minor crops. The 
impact o f  the c iv i l  war in the northwest was much less than in the south because o f  the pre- 
vailing peace, the Northwest Integrated Agricultural Development Project, supported by the 
International Fund for Agricultural Development (IFAD), and several international and local 
NGOS active in providing technical and financial assistance to farming communities. 

5.32 Among the rain-fed crops, frankincense and myrrh resins are tapped f rom spontane- 
ous forest species, mostly found in the northeast. Most o f  the resins are exported from Soma- 
l i a  without processing, but recently a plant was successfully established in Nairobi  by a So- 
ma l i  businessman for the extraction o f  essential oils for export. The value o f  export ship- 
ments (mostly f rom Bosasso) has fluctuated widely, between US$0.5 and US$1.4 million, at 
an average approximated unit price o f  about US$5/kg. 

5.33 In pre-war Somalia, the production sector had always been dominated by the private 
sector, with the exception o f  the two sugar estates and two irrigated project areas where rice 
was grown. And i t  was the shrinking role o f  the public sector in the management, marketing, 
and international trade o f  inputs and outputs during the 1980s that unleashed a sustained and 
large supply response by the private sector. Moreover, despite c iv i l  strife, insecurity, and lack 
o f  extension services, the private sector, with the help o f  NGOs and the donor community, 
has shown its resilience, making some investment in irrigation rehabilitation, purchasing wa- 
ter pumps and finding new export markets for dried lemons (the Gulf) and sesame seed (the 
Diaspora in Canada). Therefore, the appropriate role for the public sector in rehabilitating 
and developing the sector must remain l imited to assuring adequate incentives and capacities 
(thus training, research, and extension) and the availability o f  complementary basic infra- 
structures, such as ports and rural roads to connect farmers to markets. 

5.34 The re-establishment o f  a peaceful environment i s  a critical pr ior i ty for  both the reha- 
bilitation and development o f  expensive irrigation and f lood control systems and other infra- 
structure in the Lower Shabelle and Middle and Lower Juba, where considerable insecurity 
s t i l l  exists, and for the provision o f  necessary agricultural services in both rain-fed and irr i-  
gated areas. The local authorities and the TFG should enlist the help o f  clan elders and rel i-  
gious communities to establish committees for conflict resolution, mostly over land. Once 
conflicts are resolved, the international donors community can assist the local authorities in 
building cadastral survey and mapping capacity to establish a credible land registration sys- 
tem. However, since a conflict resolution process, including the settlement o f  land claims, 
wil l take time to bring about results, the authorities should seek the support o f  the donor 
community for interim interventions to improve the livelihood o f  the population. 

5.35 The rehabilitation o f  the major irrigation, drainage, and f lood control asset in Middle 
and Lower Shabelle and Lower Juba as wel l  as the road infrastructure that l i n k s  these agri- 
cultural areas to urban markets are high priorities for the recovery effort, once peace i s  re- 
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established, an equitable land tenure system i s  put in place, and clan-based land disputes are 
resolved. The rehabilitation of the irrigation system should start with restoring flood control, 
by repairing key river embankments and some re l ie f  channels, and with simple irrigation 
functions, by repairing the gates o f  the main barrages that are st i l l  in good physical condi- 
tions and by de-silting the main canals and barrages. These activities can build on some on- 
going initiatives by donors and NGOs, can begin in the more peaceful regions such as in 
Middle Shebelle, and should be participatory and involve the communities concerned, in- 
cluding the establishment o f  local water users’ association and regional and national irriga- 
t ion water authorities. In addition to the enhanced productivity benefits, such interventions 
would reduce the hazards o f  flooding, waterborne diseases, and drought. 

5.36 The establishment of a research and extension system wil l take considerable time. 
Thus, an interim option i s  to establish a technical team to advice farmers’ associations on 
how to increase yields and diversify cultivation. The team should establish l i n k s  to, and draw 
on the knowledge from, the international research centers, regional professional networks, 
the informal Somali Agricultural Technical Group o f  the Diaspora, other professional groups 
within the country, the private universities, and the relevant international organizations. 
Jointly with the federal authorities, the team could also re-establish contact with international 
banana and sugar marketing companies, which have considerable expertise in supporting lo- 
cal producers financially and technically. Knowledge sharing from the experience in the 
northwest o f  Somalia and the Sahelian countries would also be useful for the rain-fed agricul- 
tural areas o f  the south, where there i s  an acute need for expanding soil and water conserva- 
t ion measures such as contour bunding and watershed management. 

5.37 After a decade and a ha l f  o f  c iv i l  strife and neglect for technical knowledge, there i s  
also a need for the govemment(s) and the international donor community to organize re- 
fresher training courses and field visits to neighboring countries for Somali professionals and 
farmers in the use o f  innovative technologies. Such training could be done in collaboration 
with the emerging Somali universities. 

Fishing: Market Failures in an Industry with Untapped, Vast Productive Potential 

5.38 Fishing and related activities (fish processing, cold storage, drying and canning o f  
processed products) have been historically and remain stagnant and greatly underdeveloped. 
Somalia, with about 3,300 km o f  coastline and an exclusive economic zone o f  about 
1,200,000 km2 extending from Djibouti  to Ras Kaambooni o n  the Kenyan border, has a po- 
tential annual sustainable catch o f  300,000 metric tons o f  fish and 10,000 tons o f  crustaceans. 
However, the annual commercial catch was estimated in 1989 at i t s  historical peak at 2 1,000 
tons o f  fish (large and small pelagic fish species, including sharks) and 4,700 tons o f  crusta- 
ceans (mostly lobster, but also shrimps). Fishing vessels and storage facilities for exports re- 
quire sizeable long-term investments that are deterred by uncompetitive market prices by in- 
cumbent Dubai-based companies that restrict entry to newcomers through price wars. More- 
over, the absence o f  coastal guard permits illegal fishing by large foreign vessels. Dumping 
of hazardous and even nuclear waste has also been reported. Finally, coastal access roads are 
not functional in the wet season, increasing transportation costs to (undeveloped) local mar- 
kets. 
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5.39 Most o f  the total catch i s  by artisanal fishermen for consumption by coastal commu- 
nities, although some export shark fins, frozen fish, and lobster, mainly to the UAE. A pri- 
vate, mainly Diaspora-owned, company has been established in Las Korey (Sanaag region)- 
a canning tuna fish factory that buys the catch o f  artisan fisheries and processes them. The 
canned fish i s  then sold throughout Somalia and neighboring countries. In the same town, 
another frozen fish-processing plant i s  being established to export by air frozen f ish bought 
f rom artisan fishermen. Two such plants are already operational in Mogadishu. The Somali- 
land government, with financial and technical support from UNDP, has formulated a plan to 
encourage artisan fisheries in several communities through the development o f  roads and 
fishing ports at key locations. 

5.40 A private commercial company has been utilizing and maintaining the assets -a fleet 
o f  five trawlers and support s h i p s - o f  a former joint venture by the Somali government with 
Italian investors known as SHIFCO. In the process, i t  has provided gainful employment to 
Somali sailors and fishermen. However, neither the annual catch nor the accounts o f  this 
company that operates in Somali waters and lands i t s  catches in foreign ports have been pub- 
l ic ly  disclosed since the onset o f  the c iv i l  war. Federal authorities need to review the status o f  
this company, at least to reclaim current rental income and tax revenues. They should also 
plan to se l l  the former SHIFCO assets to the private sector in a transparent way. Also operat- 
ing in Somali waters are 36 medium-size Egyptian vessels that are licensed by Somaliland 
with an annual catch estimated at 360 tons. 

5.41 The collapse o f  the Somali state institutions and the absence o f  a patrolling security 
force have led to foreign fishing vessels (an FA0 estimate put them at 700 annually) engag- 
ing in illegal fishing in Somali territorial waters. Some may have agreements with regional 
governments or local political or mi l i t ia leaders. The main problem i s  that some are report- 
edly using internationally prohibited fishing methods such as drifi nets and dynamite, which 
break coral reefs and destroy the coral habitat where lobster and other marine crustaceans and 
fish live. Various sightings have been reported o f  large amounts o f  dead fish floating ashore. 
These destructive fishing techniques, moreover, damage local artisan fishermen’s nets and 
trap and reduce their catch. 

5.42 Many northeastern coastal fishing communities were devastated by the tsunami 
earthquake and wave floods that brought death and destruction, including the loss o f  a large 
number o f  fishing boats and equipment, compounding the long-standing problem o f  very 
poor rural access roads. Preliminary assessment by an international inter-agency mission and 
the regional government puts the number o f  dead and missing people at 298, the number o f  
severely injured at 283, the homeless families at 16,720, and the value o f  damage and asset 
loss at almost US$24 million. Some limited damage and loss o f  fishing boats have been also 
reported on the southern Somali coast. To regenerate livelihood and redress the negative im- 
pact o f  the tsunami on fisheries’ output, the replacement o f  fishing boats, equipment, and 
cold storage facilities and the rehabilitation o f  rural roads and small fishing ports would be 
necessary. 

5.43 In the future as i s  the case currently, the fisheries subsector i s  likely to be dominated 
by the private sector, with government providing only public services such as licensing and 
regulations for revenue purposes and for protecting the marine environment, training, and 
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helping with establishing community-based associations. There i s  also long-term potential 
for ecotourism because o f  the presence o f  abundant and diverse marine resources, including 
seabirds, whales, whale sharks, dolphins, and marine turtle species. In addition, Somalia has 
underutilized potential for producing salt, which could be exported to  some African coun- 
tries, where the demand for i t i s  high. One such salt enterprise i s  now being established at 
Berbera through private initiative, but limited access to capital wil l be a constraint because o f  
the significant investment required. Thus, i t i s  suggested that the key strategic intervention in 
the sector in the short term should focus on: 

Rehabilitating and reconstructing the fishing facilities and infrastructure o f  the 
tsunami- and cyclone-affected fishing communities, with the objective o f  transfer- 
ring some o f  the nomads affected by the drought away from the livestock into the 
fisheries subsector; 
Negotiating good terms when the federal government licenses vessels and agree- 
ing on a revenue-sharing formula between federal and regional governments to 
maximize fiscal revenues; 
Developing the capacity to prevent illegal fishing by foreign fleets; 
Supporting artisanal fisheries and the associated private sector processing and ex- 
port facilities with appropriate infrastructure such as fishing ports, developing 
coastal roads with l i n k s  to major roads, and providing technical assistance to ar- 
tisanal fishermen as wel l  as to the processing industry, to reduce waste; 
Removing or avoiding further leaks from hazardous waste and finding the ways 
and the means to mitigate their negative environmental impact; 
Carrying out a sector assessment with the objective o f  preparing a detailed Somali 
Fisheries Sector Strategy, including work plans that address constraints and pri- 
oritize additional interventions to bring about sustainable use o f  the country’s ma- 
rine resources, given how l i t t le  i s  known about the sector and its great potential; 
and 
Privatizing the government-owned but privately operated SHIFCO fishing com- 
PanY. 

Urgent Actions 

5.44 While in the previous sections elements o f  a livestock, crop, and fishery recovery and 
development strategy were presented, the authorities and the donor community should con- 
centrate on the fol lowing urgent actions in the init ial  recovery period, leaving the other issues 
to be addressed in the medium term: 

In the environment, clean up Ayaha valley pesticide pollution, enforce the ban o n  
charcoal export, achieve safe recovery o f  dumped toxic waste in coastal waters, ban 
wildlife export and assess the damage o f  the hazardous waste; 

In the livestock sector, improve animal health, including credible certification o f  ex- 
ported animals and the arrest o f  forest and rangeland degradation; 

In the crop subsector, establish a secure environment in the most productive areas o f  
Lower and Middle Shabelle and Lower Juba, followed by the rehabilitation o f  f lood 
relief and control infrastructure and the roads that link these productive area to the 

0 
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market; and 

In fisheries, provide assistance to the tsunami-affected communities and put a halt to 
illegal fishing; rehabilitation o f  small fishing ports and coastal access road can be left 
for the medium term. 

0 

Recovery o f  Histor ic Information 

5.45 Before the 1990 c iv i l  war, different government departments (agriculture, higher edu- 
cation, and planning, etc.) in addition to international organizations preserved critical historic 
documents in agriculture. The c iv i l  war also caused considerable loss o f  historic documents 
and the knowledge resource base on water, soil composition, and agricultural yields that 
served agriculture professionals for many years. Somali officials and professionals also have 
difficult access to other similar areas (for example, detailed pre-war national accounts and 
mineral, oil, and gas deposits). For the authorities and al l  interested donors, making accessi- 
ble and consulting comprehensive, well-documented pre-war information would be ex- 
tremely helpful in developing plausible and more all-encompassing short and long-term natu- 
ra l  resource and agriculture strategies. The collection and storage o f  such information for fu- 
ture use would be a priori ty area, as the risk o f  losing institutional memory grows with each 
day passing. 
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6. EDUCATION: POOR QUALITY AND LIMITED ACCESS 
JEOPARDIZE CHILDREN’S FUTURE 

The Educational System Was Bankrupt before the Civil War 

6.1 At independence, Somalia had a Grade 1 primary enrollment o f  only 6,000 in 233 
primary schools. The system stagnated during the 1960s, with only marginal increases in en- 
rollment, but sweeping changes in the 1970s, including the adoption o f  a Somali script and o f  
Somali as the language o f  instruction in primary education, a compulsory and free primary 
education policy, and an intensive adult literacy campaign, led to a significant increase in the 
number o f  schools and in enrollment. In 1974 and 1975, Somalia received UNESCO Literacy 
Prizes for these efforts, which resulted in a sharply higher primary school enrollment rate 
reaching 38 percent in the 1984-85 academic year. W h i l e  the dramatic expansion o f  the edu- 
cational system had an adverse impact on quality, the institutional basis for quality improve- 
ment was established through teacher training, curriculum development, and production o f  
instructional materials. 

6.2 With shrinking real public spending on education since the 1977-78 Somali-Ethiopian 
war, however, the education system began to deteriorate and, by the second h a l f  o f  the 1 9 8 0 ~ ~  
Somalia’s youth were deprived o f  effective access to education o p p ~ r t u n i t i e s . ~ ~  Attr i t ion 
rates were high among teachers as a result o f  erosion o f  their real earnings and poor living 
conditions. Textbooks and supplies had disappeared from classrooms, school buildings had 
deteriorated drastically, and the Ministry o f  Education was unable to supervise and support 
schools. After 1987, the government encouraged parental and community financing o f  public 
schools and permitted the establishment o f  private schools (university education, however, 
remained fully public). While these initiatives met with some degree o f  success in urban cen- 
ters, they undermined further the public education system in the countryside and the poorer 
urban areas. The overall results were not only a decline in the quality o f  education, but also 
plummeting graduation and enrollment rates and a reversal o f  gains made during the previous 
decades in narrowing the gender gap in education. By 1988-89, the completion rate for the 
eight-grade primary cycle was only 22 percent and the enrollment rate was at a l o w  12 per- 
cent. In the last year before the c iv i l  war (1989-90), primary and secondary enrollment had 
dropped to only 60,000 from more than 300,000 in the early 1980s. 

6.3 In 1989 and 1990, the Bank recommended-and made it a condition o f  its budget 
support-a quick reversal in the quantity and quality o f  government expenditures for primary 
and secondary education. Lnstead, the c iv i l  war dealt the final b low to an already beleaguered 
education system. Nearly al l  education structures were vandalized and looted. The surviving 
education premises were occupied by displaced people or clan militias. The system was fur- 

37 Somalia: Crises in Public Expenditure Management, 199 l, World Bank. 
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ther set back by the emigration o f  teachers to other countries or to other jobs in the war econ- 
omy and by the decline in household income, which forced even middle-income households 
to make choices about the number and gender o f  the children they could afford to send to 
school. In 1998, the UNDP already referred to the 1980s and 1990s as the periods o f  “the lost 
generations,” in which children received “l itt le education and training to take up productive 
roles and leadership in the future.”38 Today, Somalia has indeed lost two entire generations 
that have received l i t t le or no education and training and have been unable to take up produc- 
tive roles. This loss o f  human capital has and wil l continue to have enormous costs both to 
individual households and to a society attempting to rebuild a shattered economy and gov- 
ernment. 

Access to Educational Opportunities Improved, but Still among the Lowest Worldwide 

6.4 Somalia has seen a steady and sharp increase (almost 50 percent) in primary school 
enrollment over the last five years, to just above 300,000 in 2003-04, corresponding to a 
gross enrollment rate o f  around 19.9 percent.39 This i s  a tremendous leap from the estimated 
pre-war rate o f  8.2 percent. Nonetheless, according to UNESCO statistics, Somalia s t i l l  lags 
far beyond the rest o f  the world, with no other countries registering lower rates than 30 per- 
cent, Moreover, the growth rate in primary enrollments has slowed down significantly over 
the last two years, with new enrollments in Grade 1 actually declining in absolute terms (see 
Figure 6.1). This suggests that further increases in primary education’s gross enrollment rate 
may be more difficult to achieve in the future. Because o f  incomplete data, especially for 
south-central Somalia, i t i s  more difficult to assess enrollment trends in secondary education, 
but they seem to be o n  the rise. Overall, the last recorded enrollment ratio for secondary edu- 
cation in Somalia was 1.1 percent in 2001, s t i l l  l ikely to be the lowest in the world. 

’ 

6.5 Some nonformal education programs are trying to reach both youth and adults, pro- 
viding opportunities for individuals who missed out on, or cannot attend, school, such as an 
effort in Puntland to offer classes in areas such as math, health, and handicrafts that is reach- 
ing about 1,700 people, primarily women, and a distance education radio program entitled 
SOMDEL which enrolled nearly 11,000 learners across the country (see B o x  6.1). However, 
more formal technical and vocational education programs are currently very weak and poorly 
linked to private sector trades or business associations or are nonexistent across Somalia. 
Koranic education also represents a significant segment o f  the education sector, with an esti- 
mated 50 percent o f  youth attending about two years o f  classes. Whi le these classes do not 
necessarily contribute to literacy, they are often the only form o f  education available to poor 
and isolated rural children, and they can provide a starting point for students to pursue secu- 
lar forms o f  learning. 

38 Human Development Report on Somalia, 1998, UNDP. 
39 The most significant increase between 2000-01 and 2003-04 occurred in Somaliland, wi th a 29 percent r i se  
in enrollments, followed by 2 1 percent in Puntland and 10 percent in the south-central region. Nonetheless, the 
south-central region s t i l l  posses the largest number o f  total students, wi th 52 percent. Somaliland has 36 percent 
and Puntland 12 percent. 
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Figure 6.1 : Trend in Primary School Enrollments 
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Source: Annual Surveys o f  Primary Schools in Somalia, UNICEF 

Box 6.1: The SOMDEL Project: Non-Formal Education from a Distance 

One o f  the world’s most innovative uses o f  distance learning to reach uneducated populations in conflict 
situations i s  the Somalia Distance Education and Literacy program. The program i s  implemented by the Africa 
Educational Trust and the B B C  World Service News. The aim o f  the project i s  to provide basic literacy, nu- 
meracy, and l i fe slul ls to out-of-school children and adults who lacked, or were denied, access to conventional 
schooling. 

The program consists o f  a 30-minute broadcast every Thursday evening at 5:30 pm on the BBC, accompa- 
nied by print materials and face-to-face teaching. The l i f e  skills courses are culturally specific and transmit 
knowledge and information about important health, environment, and human rights issues. 

An evaluation of the program in 2003 found that 10,908 students had enrolled in the program in 351 classes 
throughout Somaliland, Puntland, and south-central Somalia. The majority o f  these were women (70 percent) 
and older than school age. There were also an estimated 363 school-age children enrolled in the program. 

6.6 Private higher education i s  rising from the ashes o f  the pre-war public university sys- 
tem that was largely bankrolled and staffed by donor countries. A growing and as yet only 
partly met demand for post-secondary education has resulted in the establishment and revival 
o f  several private higher education institutions over the past few years. Total enrollments o f  
about 5,000 are small, but they have been increasing over time. Currently, Somaliland has 
two such institutions (see Box 6.2 about Amoud University), Puntland also has two, and five 
are located in the south-central region. 
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Box 6.2: Amoud University in Borama 

Borama residents felt  the need for a graduate institution in 1997, as nearly 8,000 students were in primary 
and secondary schools in Borama and its vicinity. The university's board was elected f r o m  among the Borama 
elders, and i t s  management was chosen f r o m  among academics. Donations f r o m  the Borama business commu- 
nity and residents (for example, community labor was used to build the gravel road to  the university) jump- 
started the transformation o f  the residential Amoud  High School into a university campus. 

Amoud  University's f irst entrance examination resulted in 69 qualified students for  the year-long prepara- 
tory courses in basic sciences, English, and mathematics, o f  which 47 enrolled in the first A m o u d  University 
class. The university currently has two departments, Education and Business Administration. Education was 
selected as a foundational discipline because o f  the country's dire need for qual i f ied schoolteachers. Business 
administration i s  intended to feed fresh energy into the private sector. Other disciplines envisaged for the future 
include public health and medicine (in partnership with a Br i t ish university), veterinary medicine, and public 
administration. 

6.7 Significant segments o f  youth are missing out on education. Girls continue to have 
limited access to education, with a 35-36 percent share that has remained stable during the 
last five years and i s  similar across al l  Somali regions. In a recent comparison o f  22 countries 
in Africa, only Niger had a lower percentage o f  girls enrolled in primary schools. Among the 
reasons cited by parents and teachers to explain this wide gap are a preference for educating 
boys over girls, the need for girls' labor in household tasks, schools at large distances create 
the perception of insecurity, not enough female teachers in lower primary schools, corporal 
punishment in schools, and a lack o f  separate latrines for boys and girls. Moreover, children 
from IDP camps (estimated at around 1 percent o f  overall enrollment), nomadic populations, 
and those who were born or grew up during the last 14 years o f  conflict have very limited 
access to education. Finally, selective admission policies also contribute to keeping some 
students away, as many secondary schools, especially private schools, admit less than 50 per- 
cent o f  students who take their entrance exam. 

Schools Are Inadequately Governed, Supplied, and Equipped 

6.8 Ownership o f  education facilities varies widely in different regions, with local au- 
thorities in Somaliland maintaining ownership control over most primary schools (78 per- 
cent). In Puntland and south-central Somalia, i t  i s  communities and parents that dominate 
(50-57 percent). Private ownership o f  schools in the northern regions i s  estimated at 19-22 
percent, while i t  is  higher at 27 percent in south-central Somalia. These schools, however, are 
smaller than pre-war or existing pubic schools and space-constrained. Regardless o f  the own- 
ership structure, local communities are active in education management al l  across Somalia. 
For instance, in primary schools, more than 8,100 community education committees deal 
with resolution o f  problems and disputes, sensitization and mobilization o f  communities, and 
monitoring and inspection o f  learning. These committees include parents (more than 50 per- 
cent o f  members), women organizations, youth, religious groups, teachers, and business peo- 
ple. 

6.9 Only Somaliland and Puntland have functioning Ministries o f  Education that are re- 
sponsible for policies and administration o f  primary, secondary, vocational, technical, and 
nonformal education as wel l  as for teacher training. In the south-central zone, there are no 
unified administration mechanisms. Perhaps the closest substitutes for a ministry in this re- 
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gion are the so-called educational umbrellas that were set up in the late 1990s by former 
school inspectors and government officials to provide a measure o f  quality control and coor- 
dination to the rapidly expanding number o f  private schools (the Formal Private Education 
Network in Somalia and the Somali Association for Formal Education). The geographic 
scope o f  these groups is still, nonetheless, limited to areas in and around Mogadishu. In the 
absence o f  a functioning education ministry for the whole o f  Somalia, the Somalia Aid Coor- 
dination Body’s Education Sector Committee has also played a valuable role in coordinating 
donor assistance in the sector. Even where ministries are in place, however, limited policy- 
making and administrative capacity, loss o f  staff with previous educational and managerial 
experience, and extremely weak planning and budgeting undermine their impact. 

6.10 Other major constraints to quality service delivery are the insufficiency o f  books and 
laboratories and the lack o f  standardized school curriculum in the upper primary and secon- 
dary levels. Despite the commendable efforts o f  UNICEF/UNESCO in distributing primary 
education books to al l  schools in the country, there are s t i l l  few schools with sufficient 
books. Usually, two children have to share a textbook and their use i s  l imited to classrooms. 
Most secondary schools funded by external organizations are well supplied with books and 
equipped with laboratories, unlike those relying o n  community support, which have fewer 
books and where several o f  them do not have any laboratory. All universities have libraries 
that are stocked with books donated by the Diaspora and foreign universities, but these mate- 
rials are insufficient and to a certain extent obsolete. 

6.11 Whereas the national Somali curriculum has been largely standardized at the lower 
primary levels, with 93.6 percent o f  schools using this curriculum, only 67.8 percent o f  upper 
primary schools use this curriculum. Standardization has not been as thorough in the south- 
central region, where 11 percent o f  lower primary schools use Arabic curriculum and 18.5 
percent o f  upper primary schools use a Kenyan curriculum. Across Somalia, secondary 
schools have adopted a wide mix o f  curricula that include the pre-war Somali, as well as 
Arabic, Kenyan, and Western curricula. The lack o f  a standardized secondary school curricu- 
lum, however, does not seem to be a constraint for quality education and post-secondary edu- 
cational opportunities. Certificates o f  Somali secondary schools that fol low the o ld  Somali 
curriculum are not recognized abroad by post-secondary institutions, but it i s  unlikely that a 
new updated curriculum would be treated any differently until an adequate institutional 
framework i s  in place to supervise and accredit secondary schools. In the meantime, the es- 
tablishment o f  foreign-sanctioned secondary schools should be encouraged by the authorities 
and supported by donors, as they can unlock the doors for admission to quality foreign insti- 
tutions o f  higher learning in neighboring Afr ican and Arab countries as well as in Organiza- 
t ion for Economic Cooperation and Development (OECD) countries. 

Teachers Lack Skills and Motivation 

6.12 A lack o f  trained and motivated teachers, and also o f  female teachers, i s  another ma- 
j o r  constraint to improving the quality o f  and demand for education. Out o f  9,098 primary 
school teachers in 2004, 87 percent were male and only 13 percent female, with a strong dis- 
incentive effect on some parents who would only be comfortable having their daughters 
taught by women. L o w  and irregularly paid salaries and lack o f  professional career develop- 
ment opportunities conspire to make teaching an unattractive profession. Educated Somalis 
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look for other jobs f i rst  in and outside the country, and a teaching j ob  i s  (or multiple ones 
are) a last and temporary resort (see Table 6.1). 

Table 6.1 : Distribution o f  Teachers by Their Pre-service Training Status 

Percent o f  teachers 

Somaliland 

Puntland 

South and Central Somalia 

Disstribution o f  teachers 
% o f  teachers with pre-service training 

32.3 

21.7 

43.3 

37.1 
Total 
Source: Survey o f  primary schools in Somalia, UNICEF 

% females 
12.6 

30.6 

13.8 

14.9 

6.13 In 2005, Amoud University was the f i rst  to graduate a class o f  education degree stu- 
dents since the national teaching schools fe l l  apart in 1990. Only 46 percent o f  a l l  primary 
teachers have a secondary degree (39 percent in the south and central regions) and only a m i -  
nori ty o f  teachers in primary education has received some form o f  pre-service training. This 
ranges from about 43 percent in the south-central region, to 32 percent in Somaliland and 22 
percent in Puntland (see Table 6.1). A recent initiative by UNICEF to assist with in-service 
training has reached about 62 percent o f  teachers. However, i t s  scope i s  limited to the meth- 
odology o f  teaching primary textbooks. In addition to the Amoud University program, a 
teacher training college in Garowe has been constructed and furnished by Daikanie Sweden 
and received finding for an init ial  two- to three-year period. The Afr ican Development Bank 
has also hnded a program by the African Virtual University to strengthen teacher training in 
Somalia, particularly in areas o f  math and science. Despite such established initiatives in 
teacher’s education, other tertiary institutions are considering entering this field, including 
Hargeisa University and the East Afr ica University in Bosasso. The Ministry o f  Education in 
Somaliland i s  also seeking donor support for in-teacher training to be offered by its in-house 
institute. Donors should urge the authorities and beneficiary training institutions to coordi- 
nate their programs and future plans to achieve an efficient division o f  labor rather than rep- 
licate existing programs (see Table 6.2). 
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Table 6.2: Sources of  Support to Teachers 

Others 

Percentage o f  teachers 

0.0 4.5 

Community 

International NGOs 

Local authoritiesAoca1 board 

Local NGOs 

UN 

Somaliland 
96.2 

58.7 

85.8 

17.1 

Percentage o f  schools 

Puntland 
97.8 

27.6 

12.5 

27.6 

11.9 1 4.5 

South and Cen- 
tral Somalia 
’ 74.7 

33.4 

3.9 

12.0 

4.3 

4.0 

Total 
86.1 

37.6 

37.0 

13.9 

5.6 

3.4 

A M i x  o f  Public, Community, and Private Sector Financing 

6.14 The main fbnding sources for the (low) salaries in Somaliland are regional and local 
authorities, who pay teachers about US$50 a month. In and the south-central zone, salaries 
come mainly from contributions made by the community and parents and are reported to be 
around US$40-US$60 monthly. Private primary schools can attract better talents, as their 
teachers earn about double these figures, but also contribute to high teacher turnover in pub- 
l ic  and community schools. Tuition fees are widespread and pose a significant burden for 
poor families, especially in Puntland and the south-central regions, where 63 percent and 57 
percent respectively o f  primary students pay between US$1 and US$3 a month. Monthly tui- 
t ion in secondary schools varies between US$10 and US$25, but demand nevertheless cur- 
rently outstrips supply. Similarly, universities are currently able to admit only a third o f  the 
total number o f  students who pass entrance exams, even though they charge annual tuition 
between US$400 and US$500.40 

6.15 Regional government spending on education, as a percentage o f  their budgets, i s  at 
pre-war levels in Somaliland (5-6 percent), where spending covers teachers’ salaries, and far 
below in Puntland (1 percent), where virtually al l  spending i s  for the ministry’s wage bil l  
(though the Puntland authorities have committed in early 2005 to pay 100 percent o f  primary 
school teacher salaries). In both cases, this meager percentage o f  government spending for 
education i s  far below that in countries that are even s t i l l  in the midst o f  conflict. In Lat in 
America, for example, the percentage o f  government budget spent on education in three 
countries in conflict during 1989 was: 17.6 percent for El Salvador, 11.8 percent for Guate- 
mala, and 9.4 percent in Nicaragua.41 Western donors more than tripled their aid to education 
in 2003, to about US$36 million, or 16 percent o f  overall aid f rom around 10 percent in the 

40 Tuition, however, i s  unable to cover the total operating cost o f  the any university. Tuit ion covers only 65 per- 
cent o f  the total operating cost, while contributions f rom the government and international donors cover a sig- 
nificant portion o f  the remaining costs. For example, Diakonia subsidizes 80 percent o f  the running cost 
o f  Puntland Community College in Garowe. Some students are supported with contributions f rom the Diaspora. 
41 JosC Marques and Ian Bannon, “Central America: Education Reform in a Post-Conflict Setting, Opportunities 
and Challenges,” CPR Working Papers, World Bank, April 2003. 
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early part o f  the decade. Primary education remains the main focus for most donor agencies, 
but the EU recently boosted i t s  support to secondary education, and the Bank and the U N D P  
are currently funding a jo int  project on connectivity and distance learning for three universi- 
ties. Extensive but unquantified support comes from the international Arab community, in-  
cluding for the construction o f  technical schools, for printing o f  lower primary education text 
books in Arabic medium, and for providing a limited number o f  scholarships for higher edu- 
cation to the best secondary graduates from schools administered by the Arab NGOs. 

Strategic Priorities: Teachers’ Training, Girls’ Access, and Vocational Education 

6.16 Whi le  Somalis and the international community should be commended for their ef- 
forts which have already more than doubled the pre-war enrollment rates, the country s t i l l s  
lags far behind the rest o f  the world. Efforts to improve the situation should be focused on the 
two main long-term education MDG indicators-primary school enrollment and the disparity 
between girls and boys enrolments in primary school. In the next five years, Somalia should 
aim at doubling again i t s  current primary enrollment rates, to around 40 percent, the average 
level o f  other lowest achievers. In addition, it should adopt a target closer to 50 percent for 
girls’ enrollment, moving away from the long-stagnant 35-36 percent figure. Finally, i t  
should assure adult education opportunities for the lost generations and the availability o f  
skilled technicians for a recovery and reconstruction program. To achieve these goals, re- 
gional governments with donor support should as a matter o f  priority:42 
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6.17 

Ensure that existing in-service teacher training programs are improved, and that pre- 
service training is expanded, as more qualified teachers will attract more pupils; 
Entice more girls to school, by training more female teachers and providing separate 
classrooms and latrines for girls, among others; 
Build the capacity o f  the education ministries (federal and regional) to regulate and 
support primary schools, with a particular emphasis on planning, budgeting, and ana- 
lytical skil ls; 
Support community and private sector initiatives to adapt their primary education 
programs to include nonformal education for youth and adults who have missed out 
on education and for IDPs and pastoralists; and 
Work closely with private sector associations to formulate and implement a strategy 
for a viable, largely tuition-based, vocational education sector that would integrate the 
acquisition o f  skills with their demand in the labor market. 

If the education ministries were to pay in full and o n  time the salaries o f  public school 
teachers (Puntland should fulfill i t s  commitment), they could reduce the burdenbn parents to 
supplement teachers’ salaries through tuition fees, and thus improve the ability o f  children o f  
low-income parents to access primary education. Whi le such use o f  public and donor funds 
would appear highly desirable, there may wel l  be a harsh trade-off to be made, given the 
l ikely limitation in available resources, between training teachers and reducing or eliminating 
tuition fees. Which might be the most effective instrument for enhancing both access and 
quality i s  an issue that the planned Joint Needs Assessment should explore further, including 

42 The TFG may need to play such a role in south central Somalia until functioning regional governments w i l l  
arise that could perform such functions and to which the salary payment hnc t ion  can be transferred. 
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by clarifying what levels o f  resources and finding mechanisms may be required to imple- 
ment both policies simultaneously. The use o f  a block grant facility to support community- 
managed education should be considered by the JNA as a means o f  allowing f lexibi l i ty in 
prioritization and to create incentives for performance, while also ensuring some overall pol- 
i c y  coherence. Such a facility would emphasize the active participation o f  parents, teachers 
and local authorities, and also allow for the contracting o f  NGOs or private sector f i r m s  for 
service delivery. 

6.18 In both the constrained current financial envelope as wel l  as in an expanded one as- 
suming a realistic scaling up o f  donor aid, Somali authorities need to make tough choices as 
to the scope for their regulatory reach, the division o f  responsibility within a decentralized 
service delivery model, and financial support o f  secondary and tertiary education. They 
should l ikely postpone investing their scarce human and financial resources, as we l l  as those 
o f  the donors, in premature efforts to standardize and update a Somali secondary school cur- 
riculum. They should also leave provision o f  tertiary education services entirely to the private 
sector and accreditation functions to professional associations, at least for a few years. As 
part o f  their contribution to rebuilding a professional cadre, donors should nonetheless con- 
tinue to facilitate international partnerships and strengthen distance learning l inks for private 
Somali universities in a long-term commitment to supporting knowledge transfer. 
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7. HEALTH 

The Health Sector Was Also Bankrupt before the Civil War 

7.1 The health systems inherited from the colonial powers were not adequate in terms o f  
physical facilities and human resources, but during the post-independence period construc- 
t ion o f  public hospitals and other medical facilities, especially in large urban centers, mit i -  
gated the first constraint. Moreover, about 500 Somali physicians produced from 1977 to 
1990 by the medical school at the Somali National University to some extent addressed the 
acute shortage o f  medical personnel. In the late 1 9 8 0 ~ ~  public health services were provided 
in a two-tier system under two different ministry departments with separate service delivery 
structures. The f i rst  tier, developed in the 1960s, emphasized curative services delivered 
through district, regional, and national hospitals supported by outpatient clinics and dispensa- 
ries. The second t ier was the primary health care (PHC) program started in 1979, which suc- 
ceeded in extending health care services to the village level and in covering about a third o f  
the population. 

7.2 These efforts’ critical weakness, however, was their almost total dependence o n  do- 
nor funding. From 1975 to 1980, the percentage o f  government budget spent on health 
dropped from 7.3 percent to 4.5 percent. This percentage dropped s t i l l  h r ther  over the re- 
mainder o f  the decade, ending in 1989 with less than 2 percent o f  the government budget 
spent on the health sector, well below the average for Sub-Saharan Afr ica o f  5.9 percent.43 In 
parallel, the proportion o f  overall health spending in Somalia represented by donor funding 
rose to 90 percent. The inevitable result o f  these financial shifts was the deterioration o f  
nearly al l  services not funded by donors. Doctors were ill-paid, drugs and supplies were 
scare, and maintenance was neglected. 

7.3 In the mid-1980s the privatization o f  health care began to fill gaps in the failing pub- 
l ic  health services. Private clinics and pharmacies flourished in most big cities under a licens- 
ing and registration system managed by the Ministry o f  Health. Nonetheless, health outcomes 
remained l o w  and mostly lower than in the rest o f  Sub-Saharan Africa. With the advent o f  
war, the country’s public health infrastructures, l ike al l  other public assets, were either looted 
or seriously damaged, and the majority o f  the country’s medical and health professionals left 
the country seeking refuge and employment in neighboring countries and elsewhere. 

Somalia I s  Far From Achieving the Health-Related Millennium Development Goals 

7.4 In the UNDP’s Human Development Report for 2001, Somalia ranked lowest in the 
world in al l  major health indicators, except in l i f e  expectancy at 49 for women and 46 for 

~ 

43 Somalia: Crises in Public Expenditure Management, 1991, World Bank, p. 79. 

101 



men. I t  i s  far behind the rest o f  the developing world in terms o f  infant and under-five chi ld 
mortality, as well as maternal mortality. Access to health professionals, antenatal care, and 
health facilities i s  extremely low, and especially so for the rural population. H IV /A IDS inci- 
dence i s  on the rise and a host o f  other diseases remain endemic. 

7.5 Infant and child mortality rates put Somalia well behind most o f  the world, but on the 
positive side both are below their very high pre-war levels. The under-five mortality rate i s  
estimated to have dropped from the pre-war level o f  275 per 1,000 l ive births to 224 in 1999 
(compared to  the 172 average for Sub-Saharan Africa). Similarly, from a high pre-war level 
o f  152, infant mortality improved to 132 by 1999 (and in Puntland to  126 by 2002), com- 
pared to an average infant mortality rate for sub-Saharan African o f  107. There has been, 
however, n o  change in maternal mortality from pre-war levels o f  1,600 per 100,000 births. In 
1999, this was the highest recorded rate in al l  o f  Africa. Such poor health outcome indicators 
are not surprising, given that women have limited access to proper prenatal care, qualified 
health professionals during birth, and postnatal services, and that the practice o f  female geni- 
tal mutilation-with i t s  associated health risks-is highly institutionalized, deeply ingrained, 
and persistent. 

7.6 The prevalence of HIV/AIDS is s t i l l  very low-it ranges from 0.6 percent in south- 
central Somalia, to 1 percent in Puntland, and to 1.4 percent in Somaliland, with a national 
mean o f  0.9 percent and with a similar rate o f  prevalence among the age group 15-24, which 
i s  indicative o f  newly contracted infections in the p o p ~ l a t i o n . ~ ~  These rates compare favoura- 
bly with those in neighbouring countries-2.9 percent in Djibouti, 4.4 percent in Ethiopia, 
and 6.7 percent in Kenya. Moreover, current prevalence rates appear stable compared to pre- 
vious, much more limited surveys. Given the epidemiological patterns and sexual customs 
among Somalis in the subregion, some experts believe that, much as H IV /A IDS remains a 
threat, i t  is  unlikely to develop into an overwhelming epidemic as in East and Southern Af- 
rica. Yet U N A I D S  warned recently that Somalia could be approaching a generalized HIV 
epidemic, as experience from other Sub-Saharan countries shows that when the rate o f  HIV 
exceeds lpercent, i t  could easily double or triple in 2-3 years. The prevalence o f  tuberculosis 
(see Figure 7.1) and sexually transmitted diseases (STDs), lack o f  use o f  contraception, fre- 
quent population movements, poor economic status, and prolonged conflict a l l  contribute to 
the risk o f  the rapid spread o f  HIV/AIDS. Evidence o f  high-risk behavior has been found in 
various surveys. Moreover, efforts to treat STDs are w o e h l l y  insufficient, with most indi- 
viduals self-treated, or partly and inadequately treated by pharmacists. On the other hand, 
awareness o f  HIV/AIDS i s  relatively high, thanks to the intense efforts o f  Somali NGOs and 
the international community, and may contribute to the containment o f  the spread o f  
HIV/AIDS. This latter factor and the s t i l l  l o w  rate o f  prevalence o f  HIV infection in Somalia 
should not engender complacency among pol icy makers, medical practioners, and donors in 
addressing the problem, but instead should boost confidence that a we l l  designed, compre- 
hensive HIV/AIDS prevention and control strategy can succeed in holding the l ine o n  the 
spread o f  the virus. 

44 According to the f i rs t  national HIV sero-surveillance survey conducted by WHO/Somalia in 2004 and fi- 
nanced by the Wor ld  Bank in collaboration with local health authorities, UNDP, U N A I D S  and other develop- 
ment partners. The findings and implications o f  the survey were presented by UNAIDS/Somalia at the Joint 
Needs Assessment workshop held o n  December 8 in Nairobi.  
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Figure 7.1: Tuberculosis Cases from 1995 to 2004 
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7.7 Tuberculosis remains one o f  Somalia’s greatest health threats, directly, as it i s  the 
leading cause o f  death in the economically active age groups, and also as a high risk factor 
for H N / A I D S  (HIV prevalence among TB patients i s  at 4.5 percent). Somalia i s  among the 
worst five countries in the world with respect to tuberculosis prevalence, reporting 748 per 
100,000 population in 2003, l i t t le  unchanged over the last few years but representing more 
than a four-fold increase since 1995. The prevalence o f  malaria, on the contrary, i s  l ow  com- 
pared to other countries in Sub-Saharan Africa, with only 11 8 cases per 100,000 reported by 
the World Health Organization (WHO) in 2000. 

7.8 Mental health i s  a growing public health problem that has not received adequate at- 
tention in Somalia, before or after the c iv i l  war. The problem i s  aggravated by the use and 
abuse o f  khat, an amphetamine-like compound whose abuse since the c iv i l  war undermines 
the social and economic fabric o f  Somali families. There is also growing evidence that khat 
use has deleterious public health problems, including hypertension, cardiovascular disease, 
and significant dental and mental problems. Only two hospitals, in Hargeisa and Bosasso, 
receive and admit mental patients. W H O  i s  also involved with other partners in supporting 
some facilities and the mental health agenda. 

Weak or  Absent Public Role and Poor Facilities 

7.9 In light o f  the absence or weak provision o f  public health services one would have 
expected to see much lower health and nutrition outcome indicators than i s  the case today. 
Whi le our understanding o f  why these indicators, such as l i f e  expectancy, have not deterio- 
rated i s  incomplete, i t may be that they are closely linked to the relatively modest decline in 
income per capita experienced since the onset o f  the c iv i l  war and the collapse o f  the state 
and public services, coupled with a relatively strong, extended family-based health insurance 
system sustained as necessary by remittances from relatives abroad. Another l ikely concur- 
rent factor i s  that the door to private sector provision, only ajar in the mid-1980s, has been 
sprung open since the early 1990s. Finally, the international community, including Islamic 
charities, plays a major role in keeping health challenges in check. 
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7.10 Flourishing private sector involvement in health care, which i s  almost entirely cura- 
tive in focus, encompasses private general hospitals, private clinics, laboratories, pharmacies, 
private doctors, nurses, midwives, and laboratory technicians. Indeed, private service deliv- 
ery dominates the health sector in Somalia: 90 percent of a l l  curative care in the northern re- 
gion was estimated by UNICEF to be provided by the private sector (and likely an even 
higher share in the south-central regions), while public health receives only minimal attention 
by either the public or private sector, being in fact largely-but insufficiently-handled by or 
with the support of international agencies and NGOs. Most private health facilities and quali- 
fied professionals are concentrated in major urban centers, where demand for health services 
is higher and practice more remunerative, but traditional birth attendants, community health 
workers, traditional healers and providers, and retail pharmacies are broadly distributed 
throughout urban, sedentary rural, pastoral, and fishery settlements. 

7.11 Public management o f  health services is most prominent in Somaliland, less so in 
Puntland, and entirely donor-driven in south-central Somalia. Somaliland adopted a national 
health pol icy in 1999, and its health ministry oversees a system o f  public hospitals and de- 
centralized maternal and chi ld health (MCH) centers and primary health care (PHC) posts. In 
Puntland, the ministry that oversees some public facilities also began to develop a health pol- 
i cy  jo int ly with the Somalia Aid Coordination Body. A s  to be expected, given the lack o f  
hnct ioning administrations, health services in the south-central region are entirely unregu- 
lated, and provided only by international agencies, local communities or NGOs, and the pri- 
vate sector. In al l  regions, the lack o f  reliable health data, even when collected by interna- 
tional agencies, which i s  the norm except in Somaliland, makes it difficult for government 
officials and their international partners to make informed decisions on health pol icy and to 
understand how health conditions are changing. 

7.12 In al l  regions, the legal framework and enforcement mechanisms for protecting citi- 
zens from the potentially deadly effects o f  improper medical service or drug provision are 
lacking. The current unregulated system o f  medical services and o f  trade in pharmaceuticals 
poses serious public health risks. Medicines are readily available on the open market, even 
hawked by street vendors, in Somalia. Sellers freely give “medical advice” and prescribe 
drugs to the uninformed sick. Some o f  these drugs are fakes, or expired, or o f  poor quality, or 
have been discontinued for health reasons. Dosage regulations are routinely ignored by self- 
diagnosed patients, inviting dangerous misuse o f  drugs and creating conditions for the rapid 
spread o f  drug resistance. 

7.13 Health facilities are more numerous than before the war, yet they are in poor condi- 
t ion and underutilized. Although at least 90 percent o f  pre-war health facilities were seriously 
damaged and looted, international donors and the Somali Diaspora have helped to rehabili- 
tate them as well as build new ones. Nonetheless, without adequate management and provi- 
sions for maintenance expenditures, most facilities quickly deteriorate again, and indeed 
most are in poor condition. 

7.14 Public and private facilities alike are mainly concentrated in urban areas. The access 
rate by the urban population i s  50 percent versus 15 percent for the rural population (28 per- 
cent in the aggregate). In south-central Somalia, the urban bias i s  extreme, as rural and re- 
mote communities receive minimum support from international NGOs and have virtually no 
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access to qualified health personnel. In al l  regions, however, the utilization rate o f  existing 
M C H s  and PHC facilities i s  very low, in part because o f  people’s preference for traditional 
healers (unless the i l lness i s  serious), lack o f  confidence in the qualifications o f  M C H P H C  
health staff, and the common but mistaken belief that M C H P H C  centers can treat only chil- 
dren. 

Fewer Qualified but More  Unqualified Health Workers 

7.15 The number o f  health workers i s  lower than before the war (see Table 7.1). In 1990, 
when al l  physicians were public employees, there were 340 doctors, 1,440 nurses, and 2,140 
assistant nurses; today there are only 288 doctors and 1,180 nurses, almost evenly spread be- 
tween the northern and the southern regions. Compared to the pre-war period, there i s  a slight 
decline in the health manpower population indicators, currently estimated at 1 doctor per 
25,000 people and 1 nurse per 6,000 people. Health personnel, as in the case o f  facilities, are 
also concentrated in urban areas (for example, in Somaliland 60 percent o f  doctors and 40 
percent o f  nurses are located in Hargeisa). Thus, access to qualified health personnel by rural, 
nomadic, and internally displaced populations i s  extremely limited. 

Table 7.1: Health Manpower in the Three Different Zones 

7.16 The credibility o f  health professionals has greatly diminished as the f ield has been 
flooded with unqualified workers. Almost a l l  urban centers have private clinics with quali- 
fied doctors who are providing good-quality services. However, there are also many clinics 
operated by unqualified people who falsely claim to be doctors, yet they have no off icial li- 
cense and no documented educational background. N o  one has the authority or the means to 
prevent or punish such frauds. To stem such a trend and implement a credible system o f  ac- 
creditation, qualified medical doctors re-established the Somali Medical Association in 1997. 
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7.17 Medical and health science education and training are just beginning to re-emerge 
from the loss of pre-war institutions. The Somali National University, which had more than 
250 medical students enrolled, closed in January 1991, leaving the country for a full decade 
without any institution to produce health personnel. In recent years, however, newly emerged 
institutions o f  higher education have begun to offer training in health. Since January 2001, 
Amoud University in Somaliland, has been offering classes to a student body coming from 
al l  parts o f  Somalia. Hargeisa University has also established a medical school. Both univer- 
sities are gradually developing a wider range o f  health science courses to cover different as- 
pects and functions of health practice. New intermediate colleges and training programs have 
also emerged in Hargeisa under the Ministry o f  Health and under a private hospital and also 
in Bosasso to train mid-level health personnel in areas such as nursing, laboratory, clinical 
sciences, and physiotherapy. Long- and short-term courses are also being arranged or sup- 
ported by various UN agencies and international and local NGOs. 

Inadequate Sector Funding Limits Access to Services 

7.18 Donor funding by the European Union, the Global Fund to Fight AIDS, Tuberculosis, 
and Malaria, the British government, WHO, and others for health and nutrition jumped dra- 
matically in recent years, from US$26 mi l l ion in 2002 to US$60 mi l l ion in 2003, represent- 
ing 22 percent o f  SACB-monitored aid contributions. Compared to the country’s current 
needs, however, i t  remains a small amount. Public funding for health in Somaliland and 
Puntland has also been on a gradual rise, but i t  remains tiny in absolute terms as well as a 
fraction o f  their budgets, around 3.2 percent and 1.8 percent, respectively, in 2004. As with 
education, public spending o n  health represents a smaller portion o f  the overall government 
budget than in most o f  the rest o f  the world. As a result, cost sharing through a system o f  user 
fees and community donations has become a common approach to funding basic health ser- 
vices. 

7.19 The low  level o f  public funding for the sector and i t s  overwhelming dependence on 
the private sector imply that health care services remain unaffordable for  many Somalis, and 
also too distant for rural and nomadic populations. As an example, in Puntland a private doc- 
tor treats more outpatients than those seen in four PHC and one M C H  posts combined. Part 
o f  the explanation for this productivity imbalance i s  the l o w  salaries o f  medical personnel in 
public facilities, which lead most doctors to work three to four hours a day in the public hos- 
pitals, whereas they spend six to eight hours a day in their private practices. They often use 
the public hospital’s (limited) equipment, materials, surgical instruments, other facilities, and 
sometimes even its staff for their own private practice. 

Strategic Priorities and Urgent Actions: Prevention and Regulations 

7.20 The rapid growth o f  private sector health care in Somalia presents the opportunity for 
the authorities to focus the public sector on its regulatory function, provision o f  preventive 
services, and curative service delivery only in areas without access to  these services. More- 
over, similar to the approach recommended for education, a high pr ior i ty should be placed on 
improving the health-related MDG indicators, particularly infant, child, and maternal mortal- 
ity. 
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7.21 Given the abysmal starting levels o f  the f i rst  two indicators and the improvements 
recorded already under conditions o f  c iv i l  war and weak or no government, i t  does not appear 
an impossible goal for the Somali authorities and the donors to aim at reducing chi ld and in-  
fant mortality by two-thirds, to 71 and 51, respectively, by 2015 (thus achieving MDG #4). 
While progress on maternal health should also remain a priority, the corresponding MDG #5 
o f  reducing the maternal mortality rate by three-quarters to about 400 is highly unlikely to be 
met. 

7.22 There i s  a strong link among these goals, as addressing one and i t s  root causes helps 
progress on the other. To reduce child and infant mortality, i t wil l be necessary to minimize 
complications o f  pregnancy and delivery and to prevent major diseases such as diarrhea, res- 
piratory infections, cholera, malaria, tuberculosis, HIV/AIDS, and measles. And to reduce 
maternal mortality, i t  wil l be necessary to tackle female genital mutilation, women’s l ow  
education and literacy, l o w  demand and access to family planning services and medical ser- 
vices during pregnancy and delivery, and the poor nutritional status o f  women. In addition to 
the regulation o f  private sector providers, these ought to be the priori ty actions by the Somali 
authorities with the assistance o f  the donor community: 
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Focus public spending on preventive care services (including surveillance), particu- 
larly for chi ld and maternal health and communicable diseases such as TB and 
HIV/AIDS , to be built largely upon existing cost-effective interventions, community 
mobilization efforts, and primary health care centers. 
Leave curative services to the private and nongovernment (nonprofit) sectors on a fill 
cost-recovery basis-relying on family, community, and Diaspora solidarity, given 
the l imited public and donor resources available. 
Support NGOs and local communities in promoting health awareness for the preven- 
t ion o f  diseases, for safe childbirth, and for a lower incidence o f  female genital muti- 
lation. 
Establish medical and health worker accreditation systems and quality standards for 
drugs and enforce compliance, preferably in partnership with associations o f  medical 
professionals. 
Create incentives for quality provision o f  health services by the private sector, by for 
instance facilitating access to small-scale credit to procure diagnostic equipment and 
opportunities for continuing education. 
Develop comprehensive manpower development strategies aimed at filling the huge 
gap l e f t  by the wartime exodus o f  medical personnel, in partnership with the Diaspora 
and international donors. 
Strengthen information and monitoring systems, especially at the community level, 
with dedicated financial and technical assistance f rom international agencies. 

A broad-based primary health care system would provide the platform for addressing 
al l  the related issues o f  maternal, child, and communicable diseases at the community level 
and through i t s  l i n k s  with a referral network for secondary care built o n  existing initiatives. 
As has been the case in Eritrea with the HIV/AIDS Malaria, and Tuberculosis Control Pro- 
gram, there i s  much to be gained by integrating HIV interventions within a broader frame- 
work o f  primary health care, especially maternal and chi ld health. 
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7.24 With a solid commitment by donors to a PHC framework, the private sector, NGOs 
and the Diaspora can be encouraged to invest in secondary facilities. Existing administrative 
structures should provide the necessary enabling environment for this to happen. In Somalia, 
given the entrepreneurship o f  i t s  people, a combination o f  basic health care services with 
minimum external support i s  likely to realize quickly the desired effect on the MDGs. Donor 
collaboration wil l be important for all this to succeed. 
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8. PROSPECTS FOR SOMALIA’S DEVELOPMENT 

A Conflict-Sensitive Strategy for Reconstruction and Development 

8.1 Since the Somali state was established in 1960, i t  has suffered many periods o f  severe 
drought, floods, locust attacks, political divisiveness, economic mismanagement, a devastat- 
ing war with Ethiopia, unelected and unaccountable governments, and, during the past dec- 
ade and a half, a divisive and destructive c iv i l  conflict, insecurity, and weak or no govern- 
ments. Despite al l  odds, Somalis were nonetheless able to develop new economic founda- 
tions, in addition to protecting the traditional ones-livestock and crops. 

8.2 While in some areas o f  the country, regional states or local authorities have per- 
formed basic, limited public functions, the establishment o f  a Transitional Federal Govern- 
ment in 2004 was a welcome and necessary step toward the rebirth o f  the Somali state. I t  is, 
however, not a sufficient condition for ensuring sustained investment and growth, increased 
employment, and poverty reduction. 

8.3 Despite current hiccups in the peace process, Somalia can aspire to establish the suf- 
ficient conditions for sustained growth by leveraging i t s  energetic human and social capital. 
For the “Somali way o f  development” to take off, led by i t s  enterprising private sector and 
fueled by Diaspora remittances, a comprehensive package o f  institutional and pol icy reforms, 
coupled with expanded donor engagement, i s  needed. I t s  elements comprise the expansion o f  
peace and security to the south-central regions, and that o f  the ru le  o f  l aw  to al l  regions; a 
more stable and credible national macroeconomic framework; federal, state, and local ad- 
ministrations that provide regulations, standards, and some basic services to  correct coordina- 
t ion and information failures; a resolution o f  the property disputes over state and private pre- 
war assets; rehabilitation o f  the wasted rangelands and o f  deteriorated irrigation facilities to 
support livestock and crop production; the sustainable use o f  the largely untapped fisheries 
and mineral resources; and a strong enabling environment for investment by the private sec- 
tor in infrastructure, services, and manufacturing production. Substantially increased foreign 
assistance to relax crippling infrastructure and human development constraints will also be 
needed. In addition, a successful and sustainable reconstruction and development program 
requires that the TFG gain administrative authority and competence and that federal and re- 
gional state authorities as well as donors adopt conflict-sensitive approaches to social and 
economic development (see B o x  8.1). 
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Box 8.1: Aid, Remittances, and FDI in Conflict-Affected Countries 
Total off icial development assistance (ODA) to Somalia, including humanitarian assistance, stood at 

US$139 mi l l ion in 2001 and has r isen  steadily since, reaching U S 2 7 2  mil l ion in pledges in 2003 (Somalia Aid 
Coordination Body, 2003). Per capita aid stood at about US $43 in 2003. When compared to data f rom other 
countries in conflict, the Somalia data fit in the upper-middleltop o f  the range, depending on  population esti- 
mate chosen. Sierra Leone and Liberia, for instance, received US$27 and US$21, respectively, in per capita 
ODA during the last three years before the end o f  conflict (World Bank Development Data Platform, 2005). 

Both total official development assistance and per capita aid to Somalia are expected to rise, based on the 
experience o f  other post-conflict countries, although by how much will depend on  a detailed needs assessment 
(see paragraph 8.6) and on the systems o f  financial accountability that w i l l  be put in place. 

From other countries’ experience, two years seem to be o f  special importance: the “turn year,” which marks 
the official end to the conflict, and the “JNA year,” which marks the completion o f  the Joint Needs Assessment, 
During the tum year o f  2001, ODA reaching Afghanistan almost tripled, and during the JNA year o f  2002 it 
tripled again, reaching US$1.3 billion. Sierra Leone, Liberia, and Rwanda show a less extreme pattern, yet both 
total and per capita aid doubled during turn years and JNA years. 

None o f  the other conflict-affected counties for which data are available match remittance inflows close to 
a US$1 bi l l ion (Development Data Platform, 2004). For instance, Rwanda shows a l o w  average per capita in- 
flow o f  remittance over the past couple years o f  US$44 mil l ion or US$5.4 per capita, and Sierra Leone shows 
US$75 mi l l ion in total and US$14 per capita. 

In terms o f  foreign direct investment (FDI), available estimates in the order o f  a few thousand dollars for 
Somalia during 1999-03 are totally unreliable, given the remittance flows and the private sector-fueled boom it 
has experienced in telecom, construction, and other services, in addition to selected small manufacturing ven- 
tures. Other conflict-affected countries in Africa, lacking a financially strong Diaspora unl ike Somalia, show 
very modest levels o f  FDI. Sierra Leone averaged US$11 million, Liberia US$12 million, and Rwanda US$4 
mil l ion during 1999-03. These are neither good comparators nor models for Somalia, which should be aiming at 
attracting FDI levels in the hundreds o f  millions o f  dollars. 

8.4 The MDG goals, including that o f  halving the current incidence (since no benchmark 
estimate existed for 1990) o f  poverty by 2015, while difficult, are not impossible if the basis 
for private sector-led growth can be successfully strengthened throughout Somalia (see the 
Statistical Annex for the status o f  the MDGs in the Somalia context). O f  course, the most 
vulnerable and destitute groups (such as IDPs) wil l need to be supported by the public and 
the nonprofit agencies for some time to come. For other social strata, too, increasing growth 
rates in the economy may not be enough to reduce poverty-particularly in light o f  the dev- 
astation o f  the education system over the last 14 years. Even in the peaceful northern regions, 
social services and other forms o f  social protection wil l need to play an important role in ad- 
dressing poverty and development o f  human capital. In south-central Somalia, where sub- 
stantial growth and income generation have yet to take place because o f  the lack o f  an ena- 
bling environment for the private sector, the provision o f  social services will also be o f  major 
importance-as well as a huge challenge. 

8.5 O n  the other hand, sustained poverty reduction will only be achieved through further 
private sector investment, economic growth, and employment, leading to increases in per 
capita income (see Figure 8.1). Thousands o f  men and women are in desperate need o f  a real 
job, even in the northern regions-as Bank missions could observe at the Bosasso port, 
where unemployed spectators almost matched the number o f  sheep and goats being loaded 
for their trip to the Gulf. The sector-specific recommendations and the key priorities that 
have been outlined in this report and that are summarized below mostly focus on rehabilita- 
t ion and reconstruction in order to recover pre-war levels o f  socioeconomic development. 
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However, such achievement, while desirable, would not be adequate to meet the MDGs. The 
destruction and setback in public good facilities and services occurred in parallel with the 
development o f  a new and innovative private sector. Therefore, the Somali authorities and 
their external development partners should seize al l  opportunities to build on the achieve- 
ments and the innovations o f  the private sector and communities during the last 15 years o f  
conflict and weak or absent government. This calls for new ways o f  doing business, requiring 
appreciation and a careful m i x  o f  the roles o f  the communities, the private sector, and local, 
regional, and federal institutions in participatory and partnership approaches for the rehabili- 
tation o f  assets as wel l  as for the provision o f  goods and services. 

Figure 8.1 : Official Development Assistance per Capita, 1990-2003 
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8.6 There is a high likelihood o f  a "peace dividend," including increased foreign aid (see 
B o x  8.l), for al l  o f  Somalia, if the current efforts at re-establishing security and governance 
institutions at the national level and in the south-central regions succeed. However, in the 
event o f  a failure o f  such efforts, the donor community should not walk away from the entire 
country, as there i s  ample scope to work directly with hnct ioning regional and local govern- 
ance institutions in peaceful and secure parts o f  Somalia. In either case, external assistance 
needs to avoid the temptation to rebuild large state structures and instead needs to build 
largely upon existing local and community initiatives for service delivery. 

8.7 While there are sound prospects for a recovery o f  the Somali economy if i t s  leaders 
are capable to ensure peace, security, and a judicious use o f  the country's own  human and 
natural resources, the recovery wil l be far more rapid and focused on poverty reduction if ex- 
ternal assistance is available to finance the recovery. The contemporary approach to estimat- 
ing financial resources needed for recovery in post-conflict countries i s  a Joint Needs As- 
sessment, which i s  usually a jo int  effort between the UNDP and the Wor ld  Bank, with the 
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participation of other donors and especially o f  Somali federal and regional state authorities 
and other stakeholders. 

8.8 The JNA aims to overcome consequences o f  conflict and war and shape the short- 
te rm and mid-term recovery priorities as well as articulate their financial implications o n  the 
basis o f  an overall long-term vision or goal (World Bank 2004~).  A JNA thus takes stock of 
the country’s institutional and resource needs, and hence provides the rationale for securing 
external financial assistance to support the social and economic recovery as wel l  as to pre- 
vent a renewed outbreak o f  hostilities, which are very often caused by poverty and margin- 
alization. The end result o f  a JNA i s  usually a transitional results matrix that spells out which 
agent i s  expected to do what; the costs o f  the related measures; who among the donors i s  
committed to supporting them; and the establishment o f  a multi-donor trust fund to finance 
and manage the pooled donor funds. Box 8.2 discussed the typical modalities for multi-donor 
trust funds. The Somali authorities and the public need to realize, however, that the extent o f  
increase in aid wi l l  depend on the perceived quality o f  the JNA process and output as well as 
o n  implementation o f  a strong system o f  financial accountability that can ensure the produc- 
tive use, efficiency, and transparency o f  public expenditures. 

Box 8.2: Multi-Donor Trust Funds in Conflict-affected Countries 
Countries emerging from conflict inevitably have fragile economies, weak institutional capacity, and lim- 

ited opportunities in the short term to generate public revenues. As a natural sequel to economic and project 
identification analytical work, a mechanism that has taken root in a number o f  such counties to raise finance 
for priority development programs i s  a Multi-Donor Trust Fund. In Sudan, for example, following a Country 
Economic Memorandum and a Joint Needs Assessment that reviewed the country’s economic policies and its 
reconstruction and development priorities, an MDTF was established to which donors contributed US$500 mil- 
lion. 

Such funds provide an excellent mechanism for bilateral and multilateral donors to fund development assis- 
tance while at the same time (i) coordinating aid programs among donors and UN agencies; (ii) minimizing the 
burden on the recipient o f  addressing the differing consultative, reporting, and procurement requirements o f  
multiple donors; and (iii) reducing their own administrative cost associated with the identification, design, and 
evaluation o f  aid projects. 

Typically, MDTFs are managed by an administrator. In Sudan and Afghanistan, the administrator i s  the 
World Bank. In Iraq there are two MDTFs, one administered by the UN and the other by the World Bank. The 
administration unit usually has a management board or committee that establishes broad policies for the use o f  
the MDTF and approves the use o f  funds. The administrator’s office has a technical secretariat that reviews 
proposals, evaluates appraisals of projects, and supervises projects during implementation according to the 
guidelines agreed for the use o f  the funds. An independent monitoring agent i s  also established to ensure that 
the contracting and procurement guidelines are correctly followed. The monitoring agent provides regular re- 
aorts to the administrator o f  the MDTF. which in turn reaorts to the manaeement committee or board. 

8.9 Given the risk for relapsing into conflict, federal, regional, and local authorities and 
donors should carefully consider the potential impact o f  the policies, programs, and projects 
they propose on the conflict environment to ensure that they do not contribute to conflict es- 
calation but instead, if possible, contribute to conflict de-escalation. In the Somalia context, 
the political leaders and the donors should avoid fueling clan-group competition by f i rs t  un- 
derstanding which group benefits and which does not from the proposed approaches and in- 
terventions and what the stakeholders’ perceptions are; by encouraging and supporting cross- 
clan, clan-neutral, or bridging activities and partners, such as establishment o f  nationwide 
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and region-wide professional associations; understanding the positive role that the common 
religious heritage and beliefs o f  Somalis can play in re-establishing social norms and values 
and in enforcing law and order; avoiding excessive channeling o f  aid to centralized agencies; 
preferring small cross-clan projects over large and l ikely more controversial ones; offering 
the opportunity to strong local organizations to take the lead in reconstruction projects, in- 
cluding through community-driven projects; tapping Somali human resources locally and in 
the Diaspora; supporting business chains (including transport) that reinforce economic link- 
ages and mutual dependencies across clans; promoting a transparent, fair, and sustainable 
exploitation o f  natural resources; supporting representative institutions; disarming, demobi- 
lizing, and reintegrating combatants; and providing employment opportunities by supporting 
reconstruction o f  infrastructures and private sector d e ~ e l o p m e n t . ~ ~  

Long-Term Potential for Sustained Economic Growth 

8.10 Energetic Human and Social Capital. Somalis are inherently forward looking and 
positive despite the many challenges they have faced. Somali entrepreneurship i s  also wel l  
known outside Somalia, where in many countries extended families have settled and pros- 
pered with jobs ranging from business owners to skilled medical or legal professionals to 
truck drivers. This spirit o f  private entrepreneurship wil l no doubt be a major force during the 
reconstruction and recovery phase in Somalia. I t s  quality and breadth can be further en- 
hanced by improvements in education and training systems already underlined in this report 
as urgent priorities. 

8.1 1 Social capital, the collective value o f  “social networks” that i s  the source o f  the en- 
ergy that binds groups together and results in mutual support for members within the group, 
always gave Somalis the strength to face otherwise overwhelming adversities, The power o f  
social capital in Somalia has been revealed during numerous destructive disputes among So- 
mal i  subclans. On the positive side, i t i s  at the root o f  the hawala system o f  money transfers, 
success o f  which has been entirely dependent o n  the strong religious, social, and clan net- 
works among Somalis. This power could in the future also be channeled toward a more con- 
structive transformation o f  the larger clans groups into economic and political forces aiming 
at the good o f  al l  Somali people. 

8.12 Substantial Productive Potential o f  Agriculture. The recovery o f  the livestock and 
crop production subsectors would be an important source o f  growth in the short and medium 
terms. These subsectors can recover from the destruction o f  their resources base through ju- 
dicious rehabilitation rather than through the expansion o f  areas used, which are extremely 
limited because o f  binding natural resource constrains. There are, for instance, considerable 

45 A recent Wor ld  Bank  report, Conflict in Somalia: Drivers and Dynamics (January 2005. Chapter 4) recom- 
mended the fol lowing guidelines for a conflict-sensitive approach: (a) bu i ld ing o n  community strengths using 
community-driven development; (b) mobil izing human resources and enhancing their capacities; (c) supporting 
economic activities that unite rather than divide and strengthening the economic backbone o f  the economy, 
wh ich  i s  the jo in t  contributions o f  the livestock and crops subsectors; (d) supporting economic opportunities 
based o n  abundant resources such as fisheries, mineral resources, and benefit f r o m  the provision o f  access to  sea 
and trade for i t s  landlocked neighbors; (e) improving natural resources management; (0 fighting unemploy- 
ment, especially among young men; (g) guarding against horizontal inequalities by undertaking rehabil itation 
where needed and n e w  init iative where there i s  nothing t o  rehabilitate; and (h) developing a conflict-sensitive 
poverty reduction strategy. 
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possibilities for improvements in productivity in the medium to long te rm based on efficient 
disease control, improvements in rangeland management, and more efficient cropping prac- 
tices, if rural producers are provided with access to support services (research and extension) 
and the required inputs are available in markets. 

8.13 Because there are limits on the extent to which pastoral and agricultural enterprises, 
even when rehabilitated and modernized, can generate incomes for rural households, pres- 
sures will continue for developing additional employment opportunities in rural areas. These 
pressures wil l come from herders who have lost their animals because o f  drought or other 
reasons, or farmers whose income earning potential i s  limited because they have small areas 
o f  land, Fortunately, there are significant opportunities for increasing incomes outside the 
traditional livestock and crop production enterprises. These opportunities include processing 
that adds value to traditional production, expansion and modernization o f  fisheries, domesti- 
cation o f  high-value indigenous plants, processing o f  the production o f  indigenous plant spe- 
cies into high-value products, exploitation o f  mineral resources, enhanced foreign and Somali 
Diaspora investment, and regional cooperation and trade. 

8.14 For example, the private sector responded to the Saudi bans on Somali livestock with 
the establishment of several export-oriented modem slaughterhouses with the capacity to 
produce chilled meat for specialized markets in the Gulf States such as the UAE. There i s  
substantial scope for the expansion o f  such enterprises, which should be supported through 
the establishment of institutions responsible for food safety inspection and quality control to 
achieve a high export standard. In addition, efficient banking and insurance services, as well 
as diversification of market outlets, would support an increase in the capacity and the number 
o f  mea-processing plants. The expansion o f  the subsector would also benefit from interna- 
tional private sector partnerships, preferably from meat-importing countries. 

8.15 A consequence o f  expanded meat exports, together with the always substantial do- 
mestic meat industry, would be increased opportunities for the processing and export o f  hides 
and skins, which would generate further domestic value added within Somalia. Foreign de- 
mand for hides and skins from Somalia has always been strong, and there i s  every reason to 
be optimistic that the traditional skills in this industry can generate increased export income 
in the future. Obviously, the processing o f  other byproducts from the livestock subsector 
could also be stimulated. Apart from the byproducts o f  meat works, there are also substantial 
opportunities for taking advantage o f  improved technologies in the production and process- 
ing o f  cattle and goat milk for urban and peri-urban markets through the genetic improve- 
ment o f  herds and the establishment o f  milk-processing plants. 

8.16 Increasing the capacity and quality o f  the processing o f  sesame o i l  could reduce the 
export o f  raw sesame seed, which currently finds its way to Nor th America. In addition, other 
vegetable oil-producing crops such as sunflower and groundnut could be introduced and 
could benefit from the expanded capacity for sesame processing. Varieties o f  both crops have 
been tested under experimental and f ield conditions in Somalia and showed positive results. 
There is also a potential to process mango, grapehi t ,  and tomatoes into juices as we l l  as the 
expansion o f  the production o f  the popular pasta based on imported wheat rather than pack- 
aged pasta to satisfy local demand. Dry lemons are currently sun-dried under variable condi- 
tions, resulting in equally variable quality. They are therefore exported at a discount to the 
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Gulf countries, where demand i s  strong. The quality and the quantity o f  this product, and as a 
result the prices received, could be enhanced through the introduction o f  solar drying and 
better packaging. 

8.17 The fisheries sector i s  the most underutilized natural resource in Somalia and could 
benefit from both a diplomatic offensive to eliminate illegal fishing by foreign fleets and the 
establishment o f  more fishing ports and coastal road infrastructure. These actions are the do- 
main o f  the public sector and would need to await the initiative o f  the Transitional Federal 
Government, although in the interim there may be the possibility o f  taking action o n  illegal 
fishing through the United Nations. Donors may also in the short run be prepared to rehabili- 
tate some key  coastal roads. There are sound prospects for the expansion o f  private invest- 
ment in the processing o f  marine products based on the successful experience o f  a number o f  
such enterprises that are already well established. As for the meat industry, the prospects for 
sustained fish exports wil l be enhanced by a reliable and authoritative export inspection sys- 
tem for marine products. There i s  also strong demand in Somalia for fishing gear and boats. 
With credit, entrepreneurs may take advantage o f  this demand. 

8.18 Production of  High-Value Exports from Indigenous Plant Species.46 There are 
several important indigenous plant species that have the potential to produce high-value by- 
products. Therefore, special attention should be given in the medium term to the domestica- 
t ion o f  economically important spontaneous species such Boswellia species (frankincense), 
Commiphora myrrha (myrrh), Aloe vera, Cordeauxia edulis (yeeb nut), and Acacia Senegal 
(gum Arabic). Both frankincense and myrrh species have high-value essential oils that are 
used by the aromatic and pharmaceutical industries. Currently, the raw resins o f  these species 
are exported to the Middle East and then re-exported to Europe and China, where the essen- 
t ial  oils are extracted. The domestication and the cultivation o f  these species and the intro- 
duction o f  simple steam distillation plants could add considerable value to these resins and 
would avoid adulteration and facilitate certification, especially if the import ing companies 
become partners. Similar arrangement could be made with the cultivation and the extraction 
o f  the cosmetic ingredient from Aloe vera. 

8.19 These initiatives could also be supplemented with the production o f  high-value honey 
for export to the Gulf countries, where i t  i s  consumed for both i t s  health and nutritional val- 
ues. Similarly, the highly nutritious yeeb nut could be used as an ingredient for baby food or 
packaged as adult food. The production and the export o f  raw or processed gum arabic, l i ke  
many other activities mentioned in this paragraph, could also be organized through commu- 
nity-driven initiatives with private and public sector partnerships, including importing com- 
panies. 

8.20 Mineral Resource.47 There are a small number o f  artisanal miners o f  gems and gold 
in the mountain areas o f  northern Somalia. There are also some deposits o f  coal. In addition, 
available geological information and the discovery o f  o i l  and gas in areas in Yemen with 
similar geological formation to Somali areas in the northern regions have increased the inter- 
est o f  the international o i l  companies in exploration. In fact, some o f  these companies have 

46 IFC, 2005. Somalia Private Sector Appraisal and Recommendations. June, 2005. 
IFC, 2005. Somalia Private Sector Appraisal and Recommendations. June, 2005. 47 
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already signed prospecting agreements with Somaliland and Puntland or have shown interest 
in doing so. The training and the organization o f  the artisanal miners into associations and 
building the capacities of regional authorities and the federal government to negotiate equita- 
ble deals with o i l  companies could enhance the prospects o f  Somalia to develop a viable min- 
ing industry. This initiative could benefit from a transparent plan for the eventual utilization 
of revenue generated for the alleviation o f  poverty and equitable growth o f  the country to 
overcome any future conflict over resources. 

8.21 Regional Cooperation and Trade. Somalia i s  strategically located at the crossroad 
o f  marine trade routes. I t  also has the longest coast in Africa. This unique location and the 
enterprising spirit of the private sector, which i s  already active in regional trade, could bene- 
fit from the development of well-planned seaports and a road network that l i n k s  i t to 
neighboring countries. This would enable the country to become a hub for the re-export of 
imported goods as wel l  as become a gateway for the export o f  a landlocked country such as 
Ethiopia. This process would be facilitated given the fact that Somalia i s  a member o f  several 
trading blocks, including the Common Market o f  Eastern and Southern Africa, EU-ACP, and 
the Arab League. Tourism along i t s  vast, unspoiled beaches can also be a source o f  growth 
and export in the long term. 

Institutions and Policies for Fostering Economic Recovery 

8.22 The br ie f  overview above o f  the potential long-term sources o f  growth clearly shows 
that Somalia can become an integrated and productive member o f  a globalized world econ- 
omy. The first step, however, must be to put the house in order. Thus, this final section sum- 
marizes the short-term policies and measures recommended in the report’s various chapter to 
ensure and sustain the recovery phase. 

8.23 Given the limited availability o f  financial and human resources in the public sector, 
the likely modest amount o f  aid from the international community when measured against 
the country’s needs, the mistrust most Somalis st i l l  harbor for state institutions, and the v i -  
brancy o f  local community and business initiatives, governments’ responsibilities in the eco- 
nomic and social realm are and should remain very limited, as indeed the Transitional Char- 
ter indicated for the federal government. Thus, the donor community should avoid building 
large-scale capacity and supporting a new large bureaucracy at the federal level to regulate or 
deliver services. 

8.24 At the regional state level, where the Charter places most o f  the public sector’s re- 
sponsibilities for economic and social sectors, the authorities and the donor community 
should ensure strong accountability and concentration on light and simple regulations and 
incentives needed for lower levels o f  government, communities, NGOs, and the private sec- 
tor to improve their activities. Direct service delivery in most cases (for example, water) 
should be left to district government and municipalities, communities, or NGOs. There are 
numerous examples on the ground o f  public-private partnerships (for example, garbage col- 
lection in Hargeisa and water services in Bosasso) for service delivery that can be expanded 
and replicated. Social funds can be a powerful instrument of support for decentralized service 
delivery, but they should be allowed-as has been the case in Sierra Leone-to channel their 
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resources through established local councils in addition to communities and voluntary or- 
ganizations that remain totally dependent on donor funding. 

8.25 For those areas where the public sector wil l play a role, existing systems o f  planning, 
budgeting, financial controls, and reporting need to be urgently strengthened and made trans- 
parent to ensure responsiveness to the population needs and accountability o f  state structures 
and public servants to taxpayers and donors. Until such systems are in place, large aid flows 
would create perverse incentives in weak governance environments. Whi le  i t should be pos- 
sible to design and implement projects quickly to strengthen public financial management in 
secure parts of the country with functioning institutions, in other areas donors should con- 
sider temporary disbursement mechanisms for increased aid flows-such as to regional so- 
cial funds-through either governments or multi-donor independent agencies that can ensure 
acceptable levels o f  financial controls. Donors should also support strongly development o f  
other institutions o f  governance accountability, such as freedom o f  al l  media. Careful thought 
needs to  be given to the scope o f  the medium-term agenda for rebuilding and strengthening 
state institutions, as well as to issues o f  pay and size for the federal and regional c iv i l  service 
and to a revenue strategy consistent with a more focused vision for the various levels o f  gov- 
ernments. An important area to explore wil l be how to extend public service delivery to those 
poorer parts o f  the population that may be severely underserved by primari ly private sector 
and community-based delivery mechanisms, given the indications that currently i t i s  only the 
better-off who can afford to pay. 

8.26 Sectoral pol icy actions by the authorities, especially in the regional states, are also 
necessary to address some o f  the country’s urgent recovery and development challenges, as 
summarized below. 

8.27 To start addressing the environmental crisis and the deficiencies noted in this report 
in natural resource management, the authorities wi l l  need to develop enforcement capacity in 
select areas. An example i s  enforcing the ban o n  the export o f  charcoal and the import and 
domestic production o f  plastic bags. In the medium term, they should also revive o ld  regula- 
tions o n  the use o f  grazing lands. High priorities for clean-up, which donors may wish to 
support, include the toxic spill on land near Hargeisa and in the sea. In the medium term, i t  
wil l be important to promote alternative, cleaner, and more environmentally friendly cooking 
technologies. 

8.28 To foster agricultural production revival, the provision by the public sector o f  animal 
and plant health and certification services i s  an urgent priority. The authorities need also to 
play a crucial, albeit not necessarily direct, role in the resolution o f  agricultural land disputes 
and the re-establishment o f  security in the inter-riverine areas. Once these issues are re- 
solved, attention should be given to the rehabilitation o f  irrigation infrastructures, possibly 
with private sector involvement engagement in with appropriate doses o f  technical assistance 
and financial support from donors. In the medium term, it will be important to identify inno- 
vative ways to increase farmers’ access to information for enhancing land productivity with- 
out necessarily rebuilding a large publicly run extension service. To enhance fishery produc- 
tion, financial assistance i s  necessary for the development o f  supportive infrastructures, such 
as access roads to coastal towns, jetties, and community-owned cold storage facilities. 
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8.29 In trade, there i s  scope for enhancing revenue-raising capacity and authority by the 
federal government. However, trade taxes must be kept low, changed from specific to ad- 
valorem, and also made nondiscriminatory to maintain private sector vibrancy as wel l  as 
revenue buoyancy and transparency. Joining regional and multilateral trade agreements can 
be delayed and phased in over time. In macroeconomic management, the major challenges 
for the authorities are to provide small-denomination bills and cost-efficient coins to meet the 
need of small-scale transactions. To facilitate provision o f  crucial financial services such as 
trade finance and credit, donors and the authorities should explore ways o f  enhancing the 
technical capacity of remittance companies and o f  establishing l inks  with foreign banking 
partners as we l l  as between domestic and foreign supervisory agencies. 

8.30 To enable the private sector to expand the production o f  private and public goods and 
services, there i s  a need for the regional state authorities to assure better security, foster pri- 
vate investment in power plants and grids o f  efficient size, support local capacity to meet in- 
ternational sanitary and phytosanitary standards, and rehabilitate key transport infrastructure 
l i ke  roads, ports, and airports that can integrate al l  the regions in a unified domestic market as 
well as in the global marketplace. The federal government should work with donors-but at 
arms’ length- to promote broad-based sectoral business associations that can also help 
bridge clan divides and suggest and implement self-regulations. In partnership with donors, i t  
can also facilitate access to international business instruments, although this i s  a medium- 
term priority. In terms of the legal framework, new laws are not urgent priorities, but there is 
indeed an urgent need to rebuild a lean federal court system and to encourage the establish- 
ment o f  a modem, formal arbitration system by large businesses to provide viable channels 
for the resolution o f  larger, cross-regional, and cross-clan business disputes. 

8.31 The strategic priorities in education and health ought to be to leverage and foster as 
much as possible existing community, NGO, and private sector providers to expand access, 
while ensuring the quality o f  service delivery. Thus, the public sector needs to concentrate 
urgently o n  (light) regulation to ensure minimally acceptable standards o f  services and quali- 
fications; o n  training of teachers and health workers; on correcting the gender bias in educa- 
tion; on disease prevention, especially o f  infectious diseases l ike tuberculosis and HIV; and 
on ensuring access by the poor to primary services. Secondary education, including stan- 
dardization o f  curricula, tertiary education, and curative health services can be le f t  to com- 
munity and private providers, with access issues le f t  largely to the voluntary systems o f  so- 
cial protection in place (clan-based and NGOs) at least through the medium term. 

8.32 In conclusion, to achieve long-term goals o f  poverty alleviation and sustained eco- 
nomic growth within a constrained governance and human and financial resource environ- 
ment, the Somali authorities and donors should design their interventions to build lean, effi- 
cient, competent, responsive, responsible, and accountable state institutions that can leverage 
in creative ways the resiliency and potential for service delivery o f  the Somali people through 
public, private, local, and community institutions. Assuring peace and security, providing a 
light but effective regulatory framework, maintaining responsible macroeconomic manage- 
ment, rebuilding damaged infrastructures, and investing in quality and access by the poor to 
basic social services, especially education, i s  the key for f t ture sustainable growth, poverty 
reduction, and for rehabilitating the country’s lost generation. 
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ANNEX: THE CLIMATE AND GEOGRAPHY OF SOMALIA 

Climate 

The climate o f  Somalia i s  semi-arid to arid. I t  has a bimodal rainfall pattern 
with two rainy seasons: the “Gu” (April to June), i s  the main rainy season, with 60 per- 
cent o f  the rainfall, and the “Deyr” (October to November) i s  the lesser rainy season, 
with 40 percent. In southern coastal areas and up to about 50 km inland, there are “Ha- 
gai” rains (July to August). The “Gu” rains result from the northerly movement o f  the 
Inter-Tropical Convergence Zone (ITCZ) and the “Deyr” rains result from the south- 
erly movement o f  the ITCZ. This pattern i s  modified in the far northwest by “Karan” 
rains in mid-summer merging the “Gu” and the “Deyr.” Thus rain continues between 
March and September, with 90 percent o f  the annual rainfall, while October to Febru- 
ary are relatively dry (SACB, 2004). 

The average rainfall i s  400-600 mm, which is in general greater in the south- 
west, the northwest, and the northern highlands. The annual open water evaporation 
usually exceeds rainfall and ranges between 1,600 and 2,400 mm. Erratic rainfal l  and 
high evapotranspiration results in recurring droughts. The “Jilal” dry season (December 
to March) i s  the most difficult season in terms o f  food and water security. Draught oc- 
curs every 2-3 year during the “Deyr” season and every 8-10 years during the “Gu” 
season. 

The northern coastal plain i s  hot  and humid during the summer months, June to 
July, (35-45OC) and 20-25OC the rest o f  the year; the northern highland and plateau av- 
erage about 15-25OC and the south 25-35OC. The hottest months, in the south are March 
and April, before the “Gu” rains (FAO/WB/EU, 2004 and SACB, 2004). 

Geography 

Somalia i s  Africa’s easternmost country, occupying the tip o f  the Horn o f  Af- 
rica, I t  borders the Indian Ocean in the east, Ethiopia and Djibouti  in the west, the Gulf 
o f  Aden in the north, and Kenya in the south. I t s  borders share 58 km with Djibouti, 
1,600 km with Ethiopia, and 682 km with Kenya and i t  has a coastline o f  3,025 km. I t  
has a land area o f  637,540 sq. km., in which water covers 10, 320 sq. km, with very 
distinct topographical areas. About 45 percent i s  rangeland, 14 percent i s  forest and 
woodland, and 13 percent i s  suitable for cropland, o f  which about 1.1 m i l l i on  ha  were 
cultivated in 1990 (SACB, 2004). 
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The northern coastal plain, known as guban, i s  a sandy scrubland 2 to 12 km 
wide along the Gulf of Aden, with scarce vegetation. I t  i s  crossed by dry watercourses 
and has sparse bushes and grass that are used for grazing after the rainy seasons. 

1. The Golis mountain range to the south o f  the coastal plain, stretching from the 
% northwest border with Ethiopia to the tip o f  the Horn o f  Afr ica in the east, has 

juniper forest and frankincense and myrrh species from which resins are col- 
lected for export. The average elevation o f  this range i s  about 1,800 m (west) to 
2,100 m (east) above sea level. The country’s highest point, Shimber Berris, i s  
2,407 meters and i s  located near the town o f  Erigavo. 

2. The inland limestone-sandstone plateau with shallow watercourses covering the 
north, central, and south regions, called Ogo, has acacia bush and grass plains, 
with relatively dense thornbush savannah. This plateau gradually slopes east 
toward the Indian Ocean and the south. The plateau in general has l o w  and er- 
ratic rainfall. The western part o f  Ogo receives more rainfall and has some wa- 
tercourses and permanent wells used by the nomadic population during the dry 
season. I t  merges into the Sool and Haud areas, which extend into the Somali- 
populated region o f  Ethiopia and have the best grazing areas o n  both sides o f  
the border. These areas also have some arable land. They originally had exten- 
sive acacia forest, which i s  now becoming more sparse (the names Sool and 
Haud indicate sparse and dense forest, respectively). The arid eastern part o f  
plateau i s  crossed by shallow, dry valleys-among these i s  the long and broad 
Nugaal valley-that are fed by numerous smaller watercourses and empty into 
the ocean. The banks o f  these eastern valleys have shallow wells, which are 
mostly used for livestock and human consumption, although small irrigated 
gardens have appeared in recent years. 

Southern Somalia has the two permanent rivers o f  Juba and Shabelle, which 
have their sources in the Ethiopian eastern highlands. The total annual f low o f  the Juba 
river i s  6 bi l l ion m3, while the total annual f low for Shabelle i s  2 b i l l ion m3. They had 
forest galleries that were replaced by the expansion o f  crop production. These rivers 
f low in a southeasterly direction, cutting through the Somali plateau. The Juba enters 
the Indian Ocean slightly north o f  Kismayo, after running along the Trans- Juba forest 
and rangelands to the south toward the Kenyan border. The Shabelle runs east, but near 
the coast i t  runs south and parallel to the coast, cutting across some o f  the best agricul- 
tural lands o f  Somalia and then and ending in a swamp. In flood years it joins the Juba 
south o f  the town o f  Jilib. The two river basins enclose the agropastoral inter-riverine 
regions of Bay and Bakool. 

3. The eastern coastal sand dunes are covered by acacia and shrubs; when eroded 
they become a moving sand dune. This area borders the Indian Ocean and has 
most o f  the ports, which are some o f  the oldest urban centers in Africa. 

Soils 

Somali soils are generally calcareous. The most fertile soils in the country are found 
o n  the alluvial plains o f  the Juba and the Shabelle rivers. These are deep basic vertisols or 
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“black cotton soils” that have a high water-holding capacity and are used for irrigated agri- 
culture, where feasible, as well as rain-fed production. The inter-riverine areas o f  Bay and 
Bakool are part of the Somali limestone plateau but also have deep vertisols soil types. The 
vertisols develop wide cracks during the dry season. These dark gray to brown calcareous 
residual soils are suitable for rain-fed agriculture. The soils in Bay region were found to be 
deficient in phosphorus and low in organic matter. Studies indicated that crop growth and 
yields increased significantly with the application o f  Triple Superphosphate, Diammonium 
Phosphate, or goat and cattle manure (University o f  Wyoming, 1990). Nitrogen and phos- 
phate fertilizers are also essential to the higher productivity of most crops in the irrigated 
lands along the Shabelle and Juba rivers. There i s  also a potential for high-level runoff  and 
soil erosion, which could be controlled through appropriate water and soil conservation 
measures, such as contour bunding. 

The northwest of the country also has some alluvial plains with soils that are suitable 
for rain-fed cropping. The introduction of appropriate contour bunding, for both water har- 
vesting and soil conservation, has shown positive impact on the region’s agricultural produc- 
tivity and sustainability. In addition, the dry rivers in the northwest have narrow banks with 
good agricultural soils that are used for small, irrigated gardens. The arid regions o f  the 
northeast, instead, have mainly thin and inferti le desert soils, with the exception o f  the moun- 
tain areas and the banks o f  dry riverbeds, which have some alluvial soils usable for irrigated 
agriculture. In this part o f  Somalia, improvement o f  rangelands for livestock production and 
regeneration of economically important spontaneous tree species such as frankincense, 
myrrh, and acacia would bring about a more rational use o f  land than annual crop production, 
which causes environmental degradation. 
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Statistical Issues 

Introduction 

Somalia currently lacks a National Statistical Office. The data collection process 
since 1990 has been hampered by the c iv i l  war, insecurity, and the lack o f  government insti- 
tutions. The absence o f  comprehensive and regular statistics and the informal nature o f  the 
economy have made economic analysis o f  recent economic and social developments very 
difficult. 

L imi ted statistics for Somalia are currently being collected and disseminated by vari- 
ous UN agencies and NGOs, the majority o f  which are based in Kenya, and by Somali re- 
gional or municipal administrations. International agencies involved in data collection store 
l imited amount o f  data subject to specific project needs, with the exception o f  the UNDP’s 
Data and Information Management Unit (DIMU), which has gathered available statistics 
from other agencies as well as generated limited new ones. 

Concerns on Data Quality 

The concern among both data producers and analysts i s  that data collection i s  frag- 
mented and incomplete, owing to the inaccessibility o f  insecure and remote places within 
Somalia, a prime example being the lack o f  a complete demographic prof i le o f  Somalia in 
recent years. Data collected by various agencies are not based on common or consistent ‘sta- 
tistical infrastructure’ o f  frames, sampling strategy, methodology, classifications or defini- 
tions. In some cases, data are only available for some regions o f  Somalia. In other cases, the 
level o f  aggregation i s  too high, or important breakdowns are missing. Also, the frequency o f  
data collection i s  often irregular, making it difficult to assemble time-series. Because o f  these 
concerns, the Wor ld  Bank and UNDP have supported a project since 2003 to generate and 
collect basic macroeconomic statistics (but not the national accounts) under the Somalia 
Watching Brief Program. They have done so with the qualification that these data reflect 
“rough and ready best possible” estimates with major  limitation^.^' The difficulties associ- 
ated with carrying out surveys in Somalia are significant, and thus the data, although ex- 
tremely useful, should be considered as rough estimates only. 

M a j o r  Data Collectors in Somalia 

The UNDP holds a central position in the collection o f  statistical data o n  Somalia. 
Under the Watching Brief monitoring mechanism funded by the Wor ld  Bank and UNDP, 
data collection by UNDP staff i s  complemented by and coordinated with statistical efforts 
supported by other international agencies, NGOs and Somali administrations. For the Bank, 
this i s  the f i rst  initiative on Somalia since 1990 under its re-engagement strategy approved by 
i t s  Board o f  Executive Directors in June 2003. 

48 UNDP, A Medium-Term Plan for Statistical Data Collection and Capacity Building for Somalia, 2004. 
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The Socio-economic Survey 2002 was undertaken by the World Bank/UNDP Somalia 
Watching B r ie f  Programme to help support the expected process o f  rebuilding. The survey 
covered: (i) demographic and housing; (ii) employment and income; (iii) basic services; (iv) 
communication; (v) participation o f  women; and (vi) environmental concerns. The survey 
was based on assessment o f  about 3,600 households, and has compiled demographic and 
socio-economic data at a household level. 

The Food Security Assessment Unit (FSAU) collects data for assessing the food secu- 
rity situation in Somalia, and currently undertakes monthly nutrition surveillance and crop 
yields assessments. Data dissemination i s  undertaken through i t s  website. 

Somalia Aid Coordination Body (SACB) also collects data on donor inputs in Soma- 
l ia  and compiles a donor report annually. SACB also stores the minutes o f  the sectoral com- 
mittees dealing with education, health and nutrition, governance, food security and rural de- 
velopment, and water, sanitation and infrastructure. Data shared among i t s  members are dis- 
seminated through i t s  website. For instance, the SACB Working Group o n  Nutr i t ion coordi- 
nates the collection o f  nutrition data. 

Somali administrations are also active in data collection, albeit often under the guid- 
ance o f  international agencies. “Facts and Figures o f  Puntland 2003” and “Somaliland in 
Figures 2004” publications present an overview o f  the current data collection activities. 
However, the Somali authorities have severe constraints o f  skills in data collection. 

Institutional Arrangements for Data Collection 

As early as 1996, the United Nations Development Office for Somalia (UNDOS) es- 
tablished an inter-agency Statistical Working Group (SWG) to promote a common approach 
in data collection activities. The SWG earned some success, one being the estimates o f  popu- 
lation based on validated arguments for Somalia. SWG ceased to exist in 1999 when 
UNDOS’ term expired as a UNDP project. In 2003, UNDP took steps to  set up a new UN 
interagency working group on statistics with limited membership and scope which however 
i s  yet to become operational. Under another attempt to strengthen the institutional capacity 
and coordination o f  the Somalia authorities, U N D P  supported the setting up o f  the Technical 
Coordinating Group on Statistics (TCG) which include the Director Generals o f  the Minis- 
tries o f  Planning in the Somali administrations. 
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I. PRE-1990 

Table 1: Key Economic Indicators, 1980-1990 
1980 1985 1986 1987 1988 1989 1990 

Est. Proj. 
(Growth rate in %) 

Real GDP at factor cost 
Real GDP at market prices 
Real GDP market prices per cap 
Real domestic consumption per cap 
Real private consumption pre cap 
Mogadishu C P I  (period avg) 
Mogadishu CPI (and period) 

DOD, excl "frozen debt" (in US$) 
Scheduled debt service (in US$) 
Debt service ratio 
Debt service/GDP 
Debt service ratio, after re l ie f  
Actual cash debt service ratio 

Gross dom.investment/GDP 
Public investment/GDP 
Private investment/GDP 
Priv. f ixed investment/GDP 
Public/total f ixed investment 
Domestic savingiGDP 
Public domestic saving/GDP 
Private domestic saving/GDP 
National savings/GDP 
Public national saving/GDP 
Private national saving/GDP 
Private investmenthaving gap 
Public investmenthaving gap 

Government revenue/GDP 
Revenue and grants/GDP 
Total expenditure/GDP 
Non-Interest Domestic ExpendGDP 
Overall deficit/GDP (indgrants) 
Overall deficiVGDP (excl.grants) 
Revenue/ (ord+unidentif-interest) 

Export growth (real) 
Export/GDP 
Impor t  growth (real) 
Imports/GDP 
Non-project import growth 

Non-project import elasticity 

Current Account (in US$) 
Current acc./GDP 

Curr acct, excl.grants (in US$) 
Curr acct., excl. grants/GDP 

69.1 

42.4 
21.1 
21.3 
21.9 
49.1 
12.9 
-7.0 
-5.9 
-3.6 
-7.1 
3.5 
17.7 
28.3 

8.2 
11.0 

19.48 
18.5 
-7.5 
10.3 
65.2 

22.2 

75.4 

-134.7 
22.3 

-277.7 
46.0 

7.4 
8.1 
5.0 
-2.0 
-5.0 
37.8 
30.4 

1,365.4 
113.2 
80.2 
12.9 
49.8 
35.4 

24.8 
15.7 
9.1 
6.2 

71.6 
-11.5 
-12.2 
0.7 

-14.8 
-17.8 
3.0 
6.1 

33.5 

6.0 
14.4 
21.5 
11.1 
-7.4 
-15.8 
63 .O 

61.4 
10. 6 

40.7 
-12.9 

-29.5 

-4.0 

-1,328 
-15.1 

-347.7 
-39.6 

2.2 
3.5 
0.5 
3.0 
-1.0 
35. 8 
30.7 

1,499. 2 
150.0 
128.2 
16.1 
128.2 
46.8 

23.7 
15.8 
7.9 
8.9 
89.4 
-16.6 
-15.5 
-1.0 
-22.4 
-21.9 
-0.5 
8.4 

37.7 

7.8 
23.0 
31.2 
13.7 
-8.3 

-23.4 
69.9 

-12.2 
10.1 
-8.2 
42.1 
-5.9 

-2.7 

-125.7 
-13.5 

-430.7 
-46.1 

7.9 
6.1 
3.1 

-27.0 
-5.0 
28.1 
42.1 

1,616.1 
146.6 
137.0 
14.3 
91.4 
40.0 

28.5 
17.3 
11.1 
6. 3 
73.2 
-10.0 
-18.2 

8.5 
-182 
-23.4 
7 .2  
4.0 

40. 7 

6.0 
23.5 
35.3 
15.5 

-11.9 
-29.4 
47.1 

4.9 
9.2 
-4.5 
40.3 
- 16.4 

-2.1 

-1 14 
-11.1 

-457.3 
-44.7 

-0.4 
-1.0 
-4.0 
8. 2 

81.7 
107.1 

16,658. 9 
161.5 
199.2 
15.4 

135.5 
7.6 

18.7 
12.0 
8.7 

23.0 
83.9 

144.0 
8.0 

-12.0 
-20.0 
8.7 
-2.0 
32.0 

5.7 
17.9 
28.4 
12.0 
-10.4 
-22.7 

-44.0 

-6.3 

56.0 

-39.8 
5.6 

-43.8 
23.7 
-54.9 

129.0 

-98.4 
-9.4 

315.7 
-30.2 

2.3 
2.7 
-3.0 
5.7 
5.5 

110.4 
149.3 

1,798.1 
184.6 
194.6 
16.3 

194.6 
27.1 

21.4 
18.4 
5.0 
2.6 
86.5 
-14.0 
-17.0 
3.3 

-21.0 
-24.0 
3 .O 
2.0 

40.5 

5.3 
31.9 
41.7 
12.2 
-9.8 
-35.0 
50.6 

11.7 
6.0 
60.9 
35.2 
65.8 

28.0 

151.1 
-13.3 

-482.3 
-42.6 

3. 1 
4.0 
1 .o 
-0.5 
2.2 

129.7 
70.1 

1,934.5 
151.5 
148.3 
14.6 

148.3 
17.5 

19.4 
14.1 
5.3 
2.8 
83.3 
-16.0 
-15.0 
-2.0 
-24.0 
-22.0 
-2.0 
7.0 
35.9 

5.9 
30.20 
39.9 
9.5 

-9.50 
-34.0 
72.6 

3.70 
8.70 

35.30 
4.10 

1.3 

-12.50 

-170.8 
-16.0 

-445.7 
-43.0 

Real (depreciation-) 41.5 -44.8 -34.1 -15.5 23.8 
Source: World Bank, Crisis in Public Expenditure Management, 199 1. 
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Table 2: National Accounts, 1980-1990 
(1985 SoSh millions) 

1980 1985 1986 1987 1988 1989 1990 
Est. Pro j  , 

54,868 59,378 61,613 62,644 64,470 43,522 55,583 Agriculture 
Livestock and livestock products 
o f  which: change in stocks 
Crop production 
Forestry 
Fishing 
Mining 
Manufacturing 
Electricity and Water 
Construction 
Trade and Hotels 
Transport, Communication 
Finance and Insurance 
Real Estate 
Government Services 
Other Services 
Imputed Bank  Service Charges 

GDP at factor cost, inc. stocks 

Indirect Taxes 

GDP at market prices, incstocks 

GDP at factor cost, exc. stocks 

GDP at market prices, excstocks 

Memorandum item: 
GDP at market prices 
(curr. Prices, incl. stocks) 

28,665 30,893 

12,036 19,121 
4,376 5,060 
443 509 
278 291 

4,952 4,145 
51 71 

2,299 1,889 
10,055 8,485 
4,595 5,667 
1,887 481 
2,675 3,254 
2,293 1,625 
2,280 2,620 

-362 2,498 

-1,527 -859 

73,130 83,252 

4,809 4,100 

77,739 87,352 

73,492 80,754 

78,101 84,854 

17,372 87,352 

28,469 
515 

20,814 
5,220 
565 
291 

4,595 
77 

3,289 
8,587 
8,020 
359 

3,384 
1,631 
2,698 
-737 

85,063 

5,381 

90,444 

84548 

89,929 

120,970 

32,945 
2,871 
20,433 
5,385 
614 
29 1 

4,821 
62 

3,486 
9,929 
6,153 
575 

3,520 
1,530 
2,779 
-748 

91,775 

4,220 

95,996 

88,905 

93, 125 

187,538 

33,474 
3,419 
21,949 
5,555 
634 
29 1 

4,580 
57 

2,963 
8,599 
5,873 
546 

3,344 
1,404 
2,863 
-748 

91,385 

3,548 

94,93 1 

87,956 

91,512 

288,905 

33,099 
1,934 

23,156 
5,723 
666 
29 1 

4,7 17 
50 

3,141 
9,081 
5,225 
437 

3,428 
1,344 
2,949 
-785 

93,531 

3,934 

97,464 

9 1,597 

95,530 

618,622 

33,751 
1,992 

24,082 
5,894 
732 
29 1 

4,953 
83 

3,266 
9,353 
6,412 
446 

3,565 
1,300 
3,067 
-785 

96,401 

4,937 

101,338 

94,409 

99,348 

1,478,524 

Change in percent 40.16 38.49 38.49 71.25 115.52 138.88 
Source: World Bank, Crisis in Public Expenditure Management, 199, based on official estimates by the Ministry o f  Planning. 

139 



Table 3: National Accounts, 1980-2004 
(YO change) 

1980 1985 1986 1987 1988 1989 1990 

Agriculture 
Livestock and livestock products 
of which: change in stocks 
Crop production 
Forestry 
Fishing 
Mining 
Manufacturing 
Electricity and Water 
Construction 
Trade and Hotels 
Transport, Communication 
Finance and Insurance 
Real Estate 
Government Services 
Other Services 
Imputed Bank Service Charges 

GDP at factor cost, inc. stocks 

Indirect Taxes 

GDP at market prices, inc.stocks 

GDP at factor cost, exc. stocks 

9.5 
11.3 

127.3 
9 
2 

-16.3 
0 

7.3 
6 

-6.7 
0.8 

22.1 
-6.8 

4 
-11.6 

3 
41.7 

7.4 

24.5 

8.1 

5.7 

-1.3 
-7.8 

-79.4 
7.8 
3.2 
11 
0 

10.9 
8.5 

74.1 
1.2 
6.2 

-25.4 
4 

0.4 
3 

-14.2 

2.2 

31.2 

3.5 

4.7 

h 

8.2 
15.7 

457.5 
-0.9 
3.2 
8.7 
0 

4.9 
-19.5 

6 
15.8 
2.2 
60.2 

4 
-8.2 

3 
1.5 

7.9 

-2 1.5 

6.1 

5.2 

3.8 
1.6 

19.1 
7.4 
3.2 
3.3 
0 
-5 

-8.1 
-15 

-13.4 
-4.6 
-5 
-5 

-8.2 
3 
0 

-0.4 

-16 

-1.1 

-1.1 

1.7 
-1.1 

-43.4 
5.5 
3 
5 
0 
3. 
5.3 
6 

5.6 
6 

-20 
2.5 
-4.3 

3 
5 

2.3 

10.9 

2.7 

4.1 

2.9 
2 
3 
4 
3 
10 
0 
5 
5 
4 
3 
3 
2 
4 

-3.3 
4 
0 

3.1 

25. 5 

4 

3.1 

GDP at market prices, exc.stocks 6.5 3.6 -1.7 4.4 4.4 
Source: World Bank, Crisis in Public Expenditure Management, 1991. 
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Table 4: National Accounts, 1980-1990 
(Yo of  GDP) 

1980 1985 1986 1987 1988 1989 1990 

Domestic expenditure 

Total Consumption 
Government consumption 
Private consumption 

Gross capital formation 
Public fixed investment 
Private fixed investment 
Changes in stocks 

Net exports, goods & services 
Exports o f  goods 
Imports o f  goods 
Non-factor services, net 
Credit 
Debit 

GDPat market prices 
Net factor income from abroad 
Net transfers from abroad 
Public 
Private 
GNP (excl. public transfers) 

Gross domestic saving (GDS) 
Public 
Private 

excl.stocks 
Gross national saving 
Gross net saving (GNS) 

Public (excl. pub. trans.) 
Private --- 

155.3 

112.9 
15.6 
97.3 

42.4 
21.1 
21.9 
-0.7 

-55.3 
22.2 
-76.4 
-1.2 
11 

12.1 

100 
-0.1 
33.1 
23.7 
9.4 

109.3 

-12.9 
-7 

-5.9 
-5.2 
-3.6 
-2.9 
-7.1 
3.5 

136.3 

111.5 
18.5 
93 

24.8 
15.7 
6.2 
2.9 

-36.3 
10.6 
-40.7 
-8.2 
5.5 
11.7 

100 
-5.6 
26.8 
24.5 
2.3 
96.7 

-11.5 
-12.2 
0.7 
-2.2 
-14.8 
-17.8 
-17.8 

3 

140.2 

116.5 
23.6 
93 

23.7 
15.8 
6.9 
1 

-40.2 
10.1 
-42.1 
-8.3 
2.4 
10.6 

100 
-6.5 
33.2 
32.7 
0.6 
94.1 

-16.5 
-18.5 

-1 
-2 

-22.4 
23.4 
21.9 
-0.5 

138.3 

109 
24.8 
85.2 

28.5 
17.3 
6.3 
4.8 

-38.3 
9.2 

-40.3 
-7.2 
1.3 
8.5 

100 
-5.1 
32.3 
33.5 
-1.3 
93.5 

-9.9 
-18.3 
8.5 
3.7 

-16.2 
-2 1 

-23.4 
7.2 

125 

108.3 
20.4 
85.9 

18.7 
12 
2.3 
4.4 

-25 
8.6 

-28.7 
-8.9 
2.2 
9 

100 
-5 

21.4 
20.8 
0.6 
94.8 

-6.3 
-14.4 
8.1 
3.7 

-11.5 
-15.9 
-20.2 
8.7 

135.4 

114 
22.9 
91.1 

21.4 
16.4 
2.6 
2.4 

-35.4 
6 

-35.2 
-5.2 
2.4 
8. 6 

100 
-7 
29 

29.3 

92.8 
-0.3 

-14 
-17.2 
3.3 
0.8 

-2 1.2 
-23.6 
-24.2 

3 

136.1 

116.7 
21 

95.7 

19.4 
14.1 
2.8 
2.4 

-35.1 
6.7 

-35.3 
-7.4 
3.2 
10.8 

100 
-7 

26.6 
26.6 

0 
93 

-17 
-14.1 
-1.9 
-4 

-23.7 
-26.1 
-21.8 
-1.9 
-4.3 GNS excl. stocks 4.2 0.1 -1.5 2.4 4.3 0.6 

Source: World Bank, Crisis in Public Expenditure Management, 1991. 
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Table 5: Summary of  Government Finances 
(SoSh millions, cash basis) 

1981 1985 1986 1987 1988 1989 
Tota l  revenue and grants 2,752.4 12,582.7 27,777.1 39,312.3 51,585 197,121.7 
Revenue 2,317.4 5,219.3 9,395.6 10,017.6 16,237.4 33,019 
Tax 2,134.1 4,581.9 8,316.6 8,622.4 12,668.1 28,832.2 
Nontax 183.3 6,537.4 1,079 1,395.2 3,569.3 4,186.5 
Grants 435 7,383.4 18,381.5 29,294.7 35,247.6 164,103.1 
Public investment program 280.8 4,859.4 13,084.5 25,434.2 32,637.2 134,408.7 
CIP and others 154.2 2,504 5,317 3,880.4 2,610.4 24,883.4 
Cash 4,811 

Total expenditure 5,884.4 19,030.8 37,762.4 59,218.4 81,391.2 257,919.5 

Ordinary Expenditure 
Civ i l ian wages and salaries 
Goods and Services 
o f  which: defense 
o f  which: unspecified 
Constructionheavy mach. 
Transfers 
Interest pa id  
Other 

2,818.4 
447 

2,063 
823.8 
894.8 
9.9 

203.9 
94.6 

7,625.3 14,927.5 
857.5 875.1 

5,192.8 9,905.3 
1,751 2,511 

2,464.3 5,927.7 
74.1 152.8 
381.1 384.1 

1,340.8 3,810.3 

18,540.8 
880.1 

12,463.8 
2,999.7 
6,922.6 
100.7 
372.2 
4,741 

37,124.1 
1,3 18.7 

23,784.5 
7,917.7 
11,849.5 

125 
1,160.8 
10,648 

87 

78,583.1 
2,554.6 
39,769.7 
14,176.7 
7,6 13.30 

1,90 1 
2,373.7 
30,994.8 
1088.3 

1,094 9,400.3 20,516.5 33,214.8 41,721.9 16 1,633 Development Expenditure 
DOB project (excl.debt pymts) 279 911.5 2,211.1 3,471.4 3,828.5 10,128.4 
Foreign development exp. 815 8,028.3 17,385.5 28,527.7 36,421.9 151,504.6 
extrabudgetray from MDF CF. 460.3 919.9 1,215.7 1,473.5 

Unidenti f ied expenditures (res.) 1,972 2,004.1 2,3 18.3 7,445.7 2,545.2 17,603. 6 

Overall deficit, cash basis -3,058.9 -5,403.9 -7,149.9 -18,476.9 -18,075.4 -272,986 

Financing 
Domestic (net) 
Central bank 
Use o f  cash balances 
Other domestic 
Foreign (net) 
Gross foreign 
PIP 
CIP 
Other 

8,058.9 
341.2 
347.2 

-8 
2,717.7 
2,795 
534 
0 

2,261 

5,403.9 
1,045 
875 
170 

4,358.9 
4,449.2 
3,169 

1,235.4 
44.8 

7,149.9 
-154 
657 
-2 

-809 
7,303.9 
7,711.4 
4,32 1 

3,080.2 
330.2 

Amortization (on a cash basis) 77.3 90.3 407.5 
Source: World Bank, Crisis in Public Expenditure Management, 199 1. 

18,476.9 
9,003 
8,177 
-1 1 
837 

9,473.9 
10,188.6 
3,093.5 
7,095.1 

0 
714 

18,075.4 
5,917.4 
5,882 

55.4 
12,159 
8,478.7 
3,784.8 
4,693.9 

0 
190.3 

27,298.6 
-5,646.9 
-6,052.4 

405.5 
32,945. 5 
34,248. 4 
17,095.8 
17,152.5 

0 
1.302.8 
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Table 6: External Debt 
(US$ millions) 

1980 1985 1986 1987 1988 1989 1990 
Prel. Proi. 

A Disbursements 
1 Public & Publicly Guaranteed LT 101 

Of f ic ia l  Creditors 
Mult i lateral 

o f  W h i c h  IBRO 
o f  wh ich  IDA 

Bilateral 

Private Creditors 
Suppliers 
Financial Markets 

2 Adjustment to  B O P  Flows 
3 Tota l  LT Disbursements 

4 IMF Resources 
5 Tota l  i nc l  IMF 

B. Repayments 
1 Public and Publicly Guar. LT 

Off ic ia l  Creditors 
Mult i lateral 
o f  which IBRD 
o f  which IDA 
Bilateral 

Private Creditors 
Suppliers 
Financial Markets 

2 Adjustmenth 
3. total LT Repayments 

4. IMF Repurchases 
5. Tota l  Repayments i nc l  IMF 
6. Change in Arrears 

C Interest 
1 Public and Publicly Guar.LT 

Of f ic ia l  Creditors 
Mult i lateral 
o f  which IBRD 
o f  which IDA 
Bilateral 

101 
50 

10 
50 

0 

4 

7 

7 
5 

0 
2 

0 

4 

2 

2 
1 

0 
1 

113 

107 
83 

39 
43 

7 

7 

30 
144 

35 
179 

2 

2 
1 

1 
1 

0 

47 
49 

16 
64 

3 

3 
2 

1 
1 

143 

105 

106 
61 

47 
46 

0 

14 
1 

21 
141 

6 

6 
5 

1 
1 

0 

54 
60 

32 
90 

4 

4 
3 

2 
1 

86 

85 
88 

80 
18 

0 

4 
90 

7 
97 

7 

7 
5 

1 
2 

0 

56 
83 

35 
95 

4 

4 
4 

2 
0 

47 

47 
33 

29 
14 

0 

-1 1 
37 

0 
37 

1 

1 
1 

1 
0 

0 

58 
59 

44 
100 

3 

3 
3 

3 
0 

74 

74 
69 

60 
4 

0 

2 
76 

0 
75 

50 

50 
15 

1 
35 

0 

12 
62 

46 
108 
81 

40 

40 
7 

3 
32 

75 

75 
52 

33 
23 

0 

8 
82 

0 
82 

56 

56 
18 

2 
38 

0 

-2 
54 

27 
79 
85 

39 

39 
7 

3 
31 



Table 6: External Debt  (continued) 

Private Creditors 
Suppliers 
Financial markets 

2 adjustment's 
3. Tota l  LT Interest 

4 IMF Service Charges 
5. Total incl. IMF 
6. Change in Interest Arrears 

D Debt Rescheduling 
1 o n  Scheduled Repayments 
2 o n  Scheduled Interest 
3 o n  Past Arrears 
4 o f  which interest arrears 

E Cash Debt Service 
1 o n  Repayments 
2 onInterest 
3 Past Arrears 

F External Debt  (DOD) 
1 Public & Publicly Guar. LT 

Off ic ia l  Creditors 
Mult i lateral 

O f  which IBRD 
O f  which IDA 

Bilateral 

Private Creditors 
Suppliers 
Financial Markets 

2. Adjustment's 
3 Total Long-Term DOD 

4. IMF Credits 
5 Total incl. IMF 
6 Stock o f  Arrears 

Percent o f  Total LT DOD: 
1. On Concessional Terms 

0 

0 
2 

0 
2 

60 1 

574 
173 

72 
40 1 

28 
28 
0 

87 
688 

18 
706 

92.3 
n 

0 

33 
36 

13 
49 

152 
19.5 
23.5 
109 

50 

85 
1,419 

1,329 
410 

186 
919 

90 
32 
58 

-213 
1,205 

160 
1,365 

67 

75.1 

0 

44 
47 

13 
60 

54.7 

86 
1,559 

1,467 
488 

239 
979 

93 
32 
61 

-216 
1,344 

156 
1,499 
159 

76.6 

0 

37 
40 

12 
52 

108.2 
24.8 
24 

59.4 

42.8 

87 
1,739 

1,892 
508 

298 
1,084 

47 
3 

44 

-304 
1,435 

182 
1,616 
151 

80.4 

0 

47 
50 

12 
62 

58.8 
28.9 
22.8 
8.8 

6.2 

88 
1,803 

1,719 
619 

817 
1,100 

84 
3 
31 

-317 
1,486 

183 
1,889 
288 

80.3 

0 

27 
56 

13 
79 
75 

25.7 
17.7 

4 
4 

89 
1,835 

1,743 
673 

378 
1,070 

93 

-327 
1,831 

167 
1,798 
427 

0 

21 
51 

13 
72 
58 

17.8 
2.9 
3.9 
10.5 

90 

407 

102 

1,770 

186 
1,935 
5 84 

2. With variable Int. Rates 1.4 1.3 1.1 1.1 
Source: World Bank, Crisis in Public Expenditure Management, 199 1. 
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Table 7: Balance o f  Payments 
1980 1985 1986 1987 1988 1989 1990 

Prel. Proi . 

A Exports of Goods & NFS 
1 Merchandise (FOB) 
2 Non-Factor Services 

B Imports o f  Goods & NFS 
1 Merchandise (FOB) 
2 Non-Factor Services 

C Resource Balance 

D Net Factor Incomes 
1 Factor Receipts 
2 Factor Payments 
(interest payments) 

E Net Current Private Transf 
1 Current Receipts 
2 Current Payments 

F Current Account Balance 

G. Long-Term Capital Inflow 
1 Direct Investment 
2 Net Official Transfers 
3 Net LT Loans 

a. Disbursements 
b. Repayments 

4. Other LT  Inflows (net) 

H. Total Other Items (net) 
1. Arrears 
2. Debt Relief (bilateral) 
3. Errors and Omissions 

I Changes in Net Reserves 
1. Net Credit from the IMF 
2. Other Reserve Changes 

(-indicates increase) 

J Residual Financing Cap 
Of  which multilat. Debt re l ie f  
Of which : import cap 
Of  which: cash gap 

1 Resource Balance 
2 Total Interest Payments 
3 Current Accounts Balance 
4 LT  Capital Inflows (Line G) 
5 Net Credit from the IMF 
Memorandum Item: 
GDP (million of Current US$) 
Foreign Exchange Reserves: 
1 Int’l Reserves (IPS 1 Id) 
2 Gross Reserves incl. Gold 
3 Gross Res. In Months Imports 
Exchange Rates (Sosh/US$) 
1 Net o f f  x-rates (IFS rh) 
2. Real Eff. X-rates (1980-100) 

(US$ millions at current urices) 
200 
134 
66 

534 
392 
142 

-334 

-1 
1 
2 
2 

57 
57 

-278 

230 

143 
87 

21 
0 
0 
21 

27 
4 
23 

0 
0 
0 
0 

141 
93 
48 

480 
3 04 
155 

-319 

-49 
0 

49 
49 

20 
20 

-348 

310 

215 
95 
144 
49 

40 

I 5 2  
-98 

-14 

-210 
34 
-36 

0 
0 
0 
0 

117 
95 
22 

493 
334 
158 

-378 

-50 
0 

50 
50 

5 
5 

-43 1 

353 

305 
50 
120 
60 

42 
80 
0 

-3 8 

23.9 
7 
17 

0 
0 
0 
0 

(Share to GDP) 

0.3 5.6 6.5 

38.1 33 39.1 
0.7 3.9 0.8 

-55.3 -36.3 -40.2 

-46 -39.6 -46.1 

604 878 934 

15 3 13 
28 15 27 
0.5 0.4 0.6 

6.3 39.2 72.5 
100 92.5 61.0 

107 
94 
13 

499 
350 
149 

-392 

-52 
0 

52 
52 

-13 
-13 

-457 

371 

343 
27 
90 
63 

73 
-19 
108 
-17 

13. 6 
9 
5 

0 
0 
0 
0 

-38.3 
5.1 

-44.7 
36.2 
0.9 

1,023 

7 
25 
0.6 

105.6 
51.5 

81 
58 
23 

343 
21 1 
132 

-262 

-6 1 
0 
61 
62 

6 
6 

-316 

195 

217 
-22 
37 
59 

193 
117 
58 
18 

-27.4 
-5 1 
-22 

0 
0 
0 
0 

-25 
5 

-30.2 
18.6 
-4.9 

1,046 

15.3 
25.8 
0.9 

169.7 
63.8 

95 
68 
27 

495 
338 
157 

-401 

-79 
0 

79 
79 

-8 
-8 

-482 

345 

33 1 
14 
76 
62 

163 
156 
0 
7 

-25.8 
-48 
18 

0 
0 
0 
0 

-35.4 
7 

-42.6 
30.5 
-3.8 

1,132 

38.4 
0.9 

491.3 

102 
59 
33 

476 
31 1 
155 

-373 

-72 
0 

72 
72 

0 
0 

-446 

303 

275 
28 
82 
54 

134 
134 
0 
0 

-25.2 
-25 
0 

34.2 
14.7 
19.5 
0 

-36.1 
7 

-43 
29.3 
-2.4 

1,035 

53.4 
1.3 

1,426 

3. x-rates for GDP Conversion 28.8 99.5 129.5 163.7 274.2 548.4 1,426 
Source: World Bank, Crisis in Public Expenditure Management, 1991. 
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Table 8: Monetary Survey 
1980 1985 1986 1987 1988 1989 1990 

Est. Proj. 
Monetary Accounts 
N e t  Foreign Assets (US$) 
Domestic credit (net) 
Government (net) 
Other sectors 

Public enterprises 
Private sector 

Broad money 1/ 
Counterpart funds 
Fgn currency deposits 
Other items (net) 

Valuation adjustments 
Long  term Fore ign Liabi l i -  

Other Liabil it ies net) 
Al location of SDRs 
Other Liabil it ies 

ties 

M e m o  Items: Velocity 

Changes as YO of GDP 
NFA 
Domestic credit (net) 

Government (net) 
Other sectors 

Public enterprises 
Private sector 

Broad money 1/ 
Counterpart funds 
Fgn currency deposits 
Other items 

Growth Rates in YO 
Domestic credit (net) 
Government (net) 
Other sectors 

Public enterprises 
Private sector 

3,879.6 
19,024 

1,977.2 
3,381.1 

10.28 

31.2 
54.5 
14.5 

20.2 

-2,2 12.6 
-52.1 

11,516.9 
5,421.8 
6,095.1 
2,07 1.2 
4,023.9 
9,520.8 
211.7 
1,874.4 
-2,302.6 

-6,124.1 
3,655.1 
156.4 
639.6 

10.87 

0.4 
2.2 
1.2 
1 

0.6 
0.3 
3.4 
0.2 
2.1 
-3 

19.8 
23.8 
18.4 
37.1 

8 
45.4 

-9,680.1 10,421.7 
-106.5 -104.3 
13,904 34,591.9 
6,079 14,255.9 
7,825 20,336 
3,730 6,409 
4,095 13,927 

13,043.8 35,856.4 
1,031. 3 94.5 
1,976.8 1,212.3 

-1 1,827.8 -12,993 

-19,104.6 25,262.1 
8,077.8 9,257.5 

-801 3,011.5 
1,516.6 1,943.6 

10.72 6.85 

-6.2 -0.4 
2 12.3 

0.5 4.9 
1.4 7.5 
1.4 1.6 
0.1 5.9 
2.9 13.6 
0.7 -0.6 
0.1 -0.5 
-7.9 -0.7 

-28,640 
-97.9 

5 1,066.2 
19,998.5 
31,087.7 
11,985.2 
19,102.5 
53,869.4 

0 
5,720.1 
34,387.3 

67,125.5 
25,709.7 
7,028.5 
4,871.6 

6.4 

-5.4 
5.7 
2 

8.7 
1.9 
1.8 
6.3 
0 

1.6 
-7.5 

47.6 
40.1 
52.9 
87 

37.2 
50.2 

-10,5347 
-1 13.4 

92,927.5 
14,33 1.6 
78,595.9 
22,533.9 
56,052 
123,311 

0 
1,4248 

-149,978.5 

-217,981 
85,000.4 
-18,997.9 

6.98 

-12.8 
6.8 
-0.9 
7.7 
1.7 
6 

11.2 
0 

1.4 
-18.7 

82 
-28.3 
152.8 

88 
193.5 
128.9 

-25,7912 
-126.3 

166,509.5 
10,087.9 
156,42 1.8 
28,218.5 
12,995 

165,887.5 
0 

1,000 
-258,290 

-39 1,107.4 
158,255.4 
-25,448.1 

10.21 

-10.3 
5 

-0.3 
5.3 
0.4 
-2.9 
2.9 
0 

-0.9 
-7.3 

79.2 
-29.6 

99 

34.5 

20.7 148.8 
12.1 134.5 
28.4 159.9 
80.1 71.8 
1.8 240.1 
37 174.9 Broad money l /  

Source: World Bank, Crisis in Public Expenditure Management, 199 1. 
1/ Excludes counterpart funds and foreign currency deposits. 
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11. POST-1990 

Table 9: Somalia: Basic Facts 
2001 2004 

Population 6.4 7.3 
Population growth rate (%) 2.8 
GNP (US$ million) 1,300 

Source: UNDP Somalia Human Development Report, 2001 
and UNFPAIWHOLJNDP recent population estimates. 

GNP per capita (US$) 200 

Table 10: Somalia: Social Indicators 
2001 

Average l i f e  expectancy (years) 47 
Infant mortality rate (per 1,000 live births) 
Under-five mortality rate (per 1,000 live births) 
Maternal mortality rate (per 100,000 live births) 

132 
224 

1,600 
HIV/AIDS prevalence (%) <1 
Access to health services (%) 28 
Doctors (per 100,000 persons) 0.4 
Adult literacy (%) 17.1 
Primary school enrolment (%) 13.6 
Access to clean water (“A) 23 
Access to sanitation (%) 52 
Roads (km) 21,830 
Paved roads (km) 2,800 
Source: UNDP Somalia Human Development Report, 2001. 

Table 11 : Somalia: Human Development Indicators 
1990 1991 1992 1993 1994 1995 1996 

HDI 0.200 0.118 0.088 0.087 0.217 0.246 0.221 
Global 123 out o f  149 out o f  151 out o f  166 out o f  165 out o f  166 out o f  172 out o f  
HDI rank- 130 coun- 160 coun- 160 coun- 173 coun- 173 coun- 174 coun- 174 coun- 
ing tries tries tries tries tries tries tries 
Source: UNDP Somalia Human Development Report, 2001 based on UNDP Human Development Report. 
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Table 12: Somalia at a glance, 2002 

Unemployment (%) 
Urban (%) 
Rural and nomadic (%) 

Urban (%) 
Rural and nomadic (%) 

Urban (%) 
Rural and nomadic (%) 

Adul t  literacy (%) 
Urban (%) 
Rural and nomadic (%) 

Boys 
Girls 

Urban (“h) 
Rural and nomadic (%) 

Urban (“h) 
Rural and nomadic (%) 

Urban (%) 
Rural and nomadic (%) 

Permanent (“A) 
Semi-permanent (“h) 
Temporary 

Urban 
Rural and nomadic 

Urban 
Rural and nomadic 

Per capita household income ($) 

Extreme poverty (“76) 1/ 

Gross primary school enrolment 

Population wi th access to health facility (%) 2/ 

Population wi th access to safe water (%) 

Population wi th access to sanitation (“h) 

Housing characteristics/structure (%) 

Number o f  radios (per 1000 people) 

Number o f  telephones (per 1000 people) 

Source: UNDP and the World Bank, Somalia Socio-Economic Survey, 2002. 
l/ Share o f  population with per capita income less than $1 PPP per day. 
2/ Access to at least one health facility, available and affordable. 

47.4 
61.5 
4.7 
226 
29 1 
195 
43.2 
23.5 
53.4 
19.2 
34.9 
10.9 
16.9 
20.8 
12.7 
54.8 
62.7 
36.4 
20.5 
53.1 
4.1 
49.8 
93 

28.2 

24.1 
56.5 
19.3 
99 
139 
78 
15 
36 
5 
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Table 14a. Somalia: Inventory o f  Nutrition Status based on UNICEF Multi Cluster Indicator Surveys 
za 5 - 

p s  3 5 
.I 23  

t; ti 

v1 
d 

.C i? .: 
6 

OD 
c 

f 
4 .$ 
5 ‘E 

3 
8 .- 

g.3 8 ”-. 

21 60% 
a“ e 

Baidoa - To\w L\lCEF Aug-99 903 3Ox30CHCL 6 109’0 Bay 
Bay 
Bakool 
Gedo 
Bakool 
Bakool 
Hiraan 
Gedo 
Gedo 
Gedo 
Bari 
Mudug 

Bay 
Benadir 
Middle Juba 
Bakool 

Bakol 

Gedo 

Bay 

Bay 
Bay 
Middle Juba 

Lower Juba 

Bari 

W. Galbeed 

Galgadud 

Togdheer 

Awdal 

Bakool 

Bay 

Gedo 

Mudug 

Gedo 
Sahil 

Bay 

Burhakaba - Town 
Hoddur - Town 
Bardera - Town 
Rabdure - Town 
Wajid - District 
Belet Weyn - District 
Luuq - Town 
Luuq - IDP Camps 
Beled Haw0 - District 
Bossaso IDP -Camps 
Burtinle, Galdogob, 
Jariban IDP Camps 
Burhakaba - District 
Mogadishu IDPs 
Bualle - District 
Huddur - District 
Baidoa - District 
Rabdure & ElBerde - 
Districts 

Burdhubo - District 
Dinsor - District 
Berdale - District 
Bualle - District 

UNICEF 

UNICEF 

UNICEF 

UNICEF 

UNICEF 

UNICEF 

ACF 
ACF 

UNICEF 

UNICEF 

UNICEF 

UNICEF 

ACF 

World Vision 

IMC 

UNICEF 

IMC 

UNICEF 

IMC 

IMC 

World VisiodFSAU 

LWICEFIFSAUISRC 
SiMurlim Aid- 
W J u b a  

Jamame ~ District 

Shinemired Aid 

Bossaso IDP Camps 

Hargeisa - Resettlement UNICEFIFSAUiMo 
Camps 
Margaga IDP Camp LwlCEFIMoSA 

HL 

Elder - District FSAUICISPNNICE 
F 

UNICEFISRCSMO 
HL 

Burao Town 
~ ~~ 

Lughaya and Zeila - FIMoHUSR 
Districts 
Rabdure - District UNICEFflMCIWFP 

Qansadhere - District 

Belet Hawa- District E$Lrg:y 
Consortium 

Galcayo Town UNICEF 

Luuq District ACF 

FSAUIMOHIJUXIC 
EF 

Sahil Region 

Berdaale District IMCIFSAU,’LNICEF 

Aug-99 
Sep-99 
Dec-99 
Feb-00 
Feb-00 
May-00 
Apr-00 
Apr-00 
May-00 
May-00 
May-00 

Jun-00 
Jun-00 
JuI-00 
JuI-00 
JuI-00 
Aug-00 

Sep-00 
Dec-00 
Dec-00 
Jan-01 

Apr-0 I 

AprillMay 
2001 
Jun-01 

Jul-01 

Aug-01 

Oct-01 

NOV-01 

SepUOctober 
2001 
Oct-01 

Dec-01 

MarchiApi 
2002 
Mar-02 
AprilIMay 
2002 
May-02 

il 

905 
910 
903 
498 
909 
903 
780 
504 
905 

983 

904 

900 

904 

90 1 
899 
904 
643 

910 

595 

901 

127 

907 

895 

904 

900 

900 

948 

970 

906 

91 1 

30 x 30 CHCL 
30 x 30 CHCL 
30 x 30 CHCL 
Exhaustive 
30 x 30 CHCL 
30 x 30 CHCL 
26 x 30 CHCL 
Population 
30 x 30 CHCL 

Systematic 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 
30 x 30 CHCL 
30 x 30 CHCL 
KPC Survey 
Methodology. 
30 x 30 CHCL 

Exhaustive 

30 x 30 HHCL 

Exhaustive 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 

30 x 30 CHCL 

6% 
7.20% 
5.50% 
6% 
3% 
3% 
1.90% 
4.20% 
4.00% 

1.70% 

4.10% 
2.00% 
4.70% 
2.50% 
3.30% 
3.80% 

3% 
3.20% 
1.70% 
3% 

1.90% 

3.00% 

6.40% 

4.70% 

1.50% 

3.10% 

3.20% 

2.60% 

3 .OO% 

8.30% 

2.10% 

2.00% 

3.50% 

1.1% -3.3% 

11.3% - 6.3% 

1%-5% 

1.1% - 3.0% 

(C.15.0-8.3%) 

(C.I0.9-2.6%) 

2.1% -4.5% 

2.2% - 4.6% 

1.7% - 3.9% 

2.0% - 4.4% 

6.5% - 10.1% 

3.0% - 3.2% 

(C.1 1.2-3.2%) 

2.5% - 5.0% 

28% 
22.70% 
23% 
30% 
21% 
16% 
14.90% 
20% 
22.00% 

1 1.40% 

22.40% 
12.90% 
14.70% 
12.60% 
17% 
13.70% 

17% 
14.60% 
12.40% 
8.40% 

14.30% 

14.80% 

16.30% 

16.70% 

9.20% 

13.60% 

26.80% 

19.30% 

18.40% 

37.10% 

8.20% 

1 1.80% 

17.10% 

11.5% - 19.0% 

10.5% - 16.4% 

5.4% - 11.4% 

12.1% - 16.8% 

(C.1 14.0-18.9%) 

(C.1 7.4-1 1.3%) 

11.5% - 16.1% 

23.9% - 29.8% 

16.0% - 23.2% 

15.2% - 22.4% 

34% - 40.3% 

6.6% - 10.2% 

9.8% - 14.1% 

14.8% - 19.8% 
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Table 14a. Somalia: Inventory of  Nutrition Status based on UNICEF Multi Cluster Indicator Surveys 

UMCEFIMOHUFS May42 900 3Ox30CHCL 500% 30%7.0% 13 70% 10.5% - 16.9% 
A I 1  Sanaag 

HiranHiraan 

Galbeed 

Bari 

Bakool 
Ban 

Gedo 

Mudug 

Mudug 

W. Galbeed 

Mudug 

Lower Juba 

so01 i 
Sanaag 
HiranHiraan 

Ban 

Togdheer 

Bakool 
Bay 
Bakool 

Togdheer 
Bakool 

Barimugal 

Bakool 

Mudug 

Mudug 

Middle Juba 

Sool/Sanaag 
Bari 

Benadir 
Galgadud 
Bati 

Bati 

Gedo 

Bay 

Sanaag Region 

Beledweyne district 

Haud o f  Hargeisa 
FEG[5] 
Bosasso IDP Camps 

Rabdure District 
Alulla, Kandala, Bargal 
& Iskushuban Districts 

Belet Hawa District 

Galgodob Town 

Jeniban District 

Hargeisa IDPs & Re- 
turnees 

Galkayo Town 

KismayoKismaayo 
District 
So01 and Sanaag So01 
Plateau FEG 
Belet Weyne District 

Bossasso IDPs 

Hawd o f  Toghdeer 

Huddur District 
Dinsor district 
Tayeglow District 

Burao IDPs 
Wajiid IDPs 

Bur- 
tinle/Garowe/Dangoroy 

Elberde 

Goldogob 

Galkacyo 

Jilib Riverine 

So01 Plateau FEG 
Bossasso IDPs 

Mogadishu IDPs 
Dusamareb 
Alulla, Kandala & Isku- 
shuban Districts 
Qardho District 

Luuq District 

0 

. ._ 
UNICEFIIMCIFSAU May/June 
ISRCS 2002 

2002 

2002 

FSAUf l r lOHmC May/June 
EF 

UNICEFMOSMFS June/July 
AU 

UNICEFIIMCIFSAU Sep-02 
UNICEFIFSAUIMO AugusuSept 
SA 2002 
FSAUIGHCICAREI Oct-02 
WHO 
LMICEFIYOSMFS Dec-02 
AU 

UNICEFIMOSMFS Dec-02 
AU 

AU 

UNICEFIMOSMFS March/Aptil 
AU 

UNICEFIMOHUFS ~ ~ b - 0 3  

2003 
WICEFIFSAU ~ ~ ~ - 0 3  

FSAUILNCEFISRC MayiJune 
S 2003 
WICEFIFSAUIIMC ~ ~ 1 - 0 3  

UNICEFMOWFSA ~ ~ 1 - 0 3  

FSAUIMOHL'SRCS ~ ~ ~ - 0 3  

IMC~CEFIFSAU sep-03 
FSAUIIMCNNICEF sep-03 

ISRCS 

U 

FSAU/lJNICEFICA 0~t -03 
REISRCS 
FSAUNOHLSRCS 0~t-03 
UNICEFIWFPIACFI jan-04 
World ViriaflSAU 

ACFKJNICEF FebiMarch 
2004 

UNICEFIFSAUIIMC ~ ~ ~ - 0 4  

UNICEF/FSAUIMO ~ ~ ~ - 0 4  
ISRCS 

H 
UNICEFIFSAUIMO ~ ~ ~ - 0 4  

FSAUmICEF JuneiJuly 

FSAUNNICEF ~ ~ 1 - 0 4  

H 

2004 

UNICEFIFSAUIMO July/August 
H 2004 
UNICEF Jul-04 
FSAUISRCS Sep-04 
UNICEFIFSAUI SepuOct 
MOWSRCS 2004 
UNICEFIFSAUI Sept/Oct 
MOWSRCS 2004 
FSAUKJNICEFI Oct 2004 
SRCS 

905 3Ox30CHCL 2.70% 

904 3Ox30CHCL 1.40% 

598 Exhaustive 7.50% 

906 3Ox30CHCL 1.90% 
951 3Ox30CHCL 2.10% 

907 30 x 30 CHCL 2.30% 

1205 Exhaustive 3.70% 

907 3Ox30CHCL 1.70% 

913 3Ox30CHCL 3.80% 

923 3Ox30CHCL 2.30% 

913 3Ox30CHCL 1.90% 

895 3Ox30CHCL 1.80% 

901 

1077 

904 

904 
907 
916 

359 
543 

945 

30 x 30 CHCL 

Exhaustive 

30 x 30 CHCL 

30 x 30 CHCL 
30 x 30 CHCL 
30 x 30 CHCL 

Exhaustive 
Exhaustive 

30x30 CHCL 

2.90% 

3.20% 

1.30% 

1.30% 
1 30% 
3.10% 

1.90% 
3% 

3% 

707 Exhaustive 1% 

906 3 0 x 3 0  3.10% 

906 3 0 x 3 0  1.90% 

913 3Ox30CHCL 3.70% 

901 3Ox30CHCL 3.10% 
141 1 Exhaustive 4.30% 

900 3 0 x 3 0  3.20% 
928 3 0 x 3 0  2.50% 
909 3 0 x 3 0  1.90% 

913 3 0 x 3 0  2.30% 

920 3 0 x 3 0  5.00% 

30 x 30 

1.7% - 4.0% 

0.6% - 2.2% 

5.6% - 10.0% 

1.1% - 3.1% 
1.3% - 3.3% 

('2.1 1.5-3.6%) 

2.7% - 4.9% 

1 .O% - 2.8% 

(CI: 2.2% - 
5.6%) 

3.5%) 
(CI: 1.1%- 
3 .O%) 
1.1% - 3.0% 

1.9-4.3 

2.2% - 4.4% 

0.7% - 2.4% 

0.7-2.4 
1 .O% - 2.9% 
2.1% - 4.4% 

0.9-4.2 

(CI: 1.4% - 

1.7 - 5.1% 

0.6 - 2.5% 

2.1-4.5% 

1.1-3.1% 

2.6-5.2% 

2.1-4.5% 

2.2-4.7% 
1.6-3.7 
1.1-3.0 

1.5-3.6 

3.7-6.7 

21% 

8.80% 

18.70% 

14.80% 
12.60% 

21.70% 

12.50% 

9.80% 

15.30% 

8.30% 

12.30% 

12.50% 

17.90% 

16.20% 

10% 

11.40% 
13.30% 
17.20% 

15.30% 
17% 

16% 

16% 

14.20% 

9.70% 

19.50% 

13.70% 
20.30% 

15.80% 
20.50% 
14.6 

12.8 

25.4 

8.4% - 23.8% 

7.1% - 10.9% 

15.7% - 22.1% 

11.9%- 18.4% 
10.6% - 14.9% 

19.1-24.5% 

(CI: 10.7% - 
14.6%) 

8.0% - 12.0% 

12% - 18.6% 

6.7% - 10.4% 

9.6% - 15.6% 

10.5% - 14.9% 

15.5-20.6 

14% - 18.5% 

8.1% - 12.1% 

9.4-13.7 
11.2% - 15.8% 
14.9% - 19.9% 

11.8-19.9 

12.7 - 19.6% 

13.1 - 18.6% 

12.1 -1 6.7% 

7.9-1 1.9% 

17.0-22.2% 

11.5-16.1% 

12.8-19.6% 
18.0-23.3 
12.4-17.1 

10.8-15.2 

22.7-28.4 
UNICEFISRCSIMC OctR\[ov 
IFSAUIDMO 2004 Baidoa District 

Source: UNICEF Multi Cluster Indicator Surveys 
Note: Blank cells - analysis on-going 
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Table 14b. Somalia: Inventory of  Nutrition Status based on UNICEF Multi-Cluster Indicator 

Bay 
Bakool 
Gedo 
Bakool 
Bakool 
Hiraan 
Gedo 

Gedo 
Gedo 
Bari 
Mudug 

Bay 
Benadir 
Middle 
Juba 
Bakool 

Bakol 
Bay 

Gedo 
Bay 
B aY 
Middle 
Juba 
Lower 
Juba 
Bari 
W. Gal- -0.88 
beed 

Galgadud -0.82 
Togdheer 
Awdal 

Bakool 

Bay 

Gedo -1.76 

Mudug -0.58 
Gedo 

Bay -1.16 
Sahil -0.92 

0.90% 0.4% - 1.9% 8.80% 7.0% - 11.2% 

1 .SO% 14.50% 

1.30% 

1 .OO% 

0.90% 

3.30% 

0.80% 

1.40% 

2.80% 

3.90% 

1.50% 

1.40% 
1.20% 
3.80% 

8.20% 

7.90% 

0.4% - 1.8% 9.80% 8.0% - 11.9% 

2.3-4.8% 12.40% (C.1 10.4- 
22.70% 26.70% 14.8%) 

0.3-1.7 6.10% (C.14.6-7.9%) 20.20% 18.60% 

0.8% - 2.5% 12.50% 10.0% - 15.9% 

1.8%-4.1% 14.00% (CI: 11.1%- 
17.6%) 

2.8-5.4% 32.40% (C.129.4- 
29% 56% 

0.9-2.6 4.80% ‘33.6-6.4) 11.20% 14% 

0. 8 -2.5% 6.70% (C.I5.2-8.6%) 13.10% 19.10% 

35.5%) 

NIA 

0.6-2.2 11.20% (c.1 9.2-13.5) 40.4 45.3 

Yes 

Yes 
Yes 
Yes 
Yes 
Yes 

Yes 
Yes 

Yes 
Yes 

Yes 

Yes 

Yes 
Yes 

Yes 

Yes 

Yes 
Yes 
Yes 

Yes 

Yes 

Yes 

Yes 

Yes 
Yes 

Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 

Yes 
Yes 

Yes 

Yes 

Yes 

Yes 
Yes 

Yes 

Yes 

Yes 

Yes 
Yes 

Yes 

Yes 

Yes 

Yes 
Yes 

Yes 
Yes 

Sanaag -0.76 2.7-5.3 8.20% (c.16.6-10.3) 12.90% 18.30% Yes Yes 
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Table 14b. Somalia: Inventory of  Nutrition Status based on UNICEF Multi-Cluster Indicator 

1.40% 0 8% - 2 5% 11 70% 9.2% - 15 0% Hiran 

Galbeed -0.68 
Bari -1.01 
Bakool -1.13 

Bari 

Gedo -1.37 

Mudug 

Mudug 
W. Gal- 
beed 

Mudug 

Lower -0.85 
Juba 

Sanaag 

Hiran- -1.17 
Hiraan 
Bari 
Togdheer -0.81 
Bakool -0.91 

Bakool -1.15 

so01 / -0.92 

Bay -0.97 

Togdheer -0.95 
Bakool 

BariiNuga 
1 
Bakool 
Mudue -1.01 
Mudug -0.76 
Middle -0.85 
Juba 
Sool/Sana -0.95 
ag 
Ban 
Benadir 
Galgadud -1.29 
Ban 
B ari 

Gedo -1.42 

0.30% 

1.80% 
1.40% 

0.90% 

0.50% 

0.80% 

0.90% 

1.30% 
0.90% 

0.60% 

1.60% 
0.30% 

1 .go% 
1% 
1.30% 
0.90% 
2.30% 

2.60% 

0.75% 

2.1 

0.1-1.1 
1 .O-3.4 
0.8% - 2.5% 

(C.IO.4- 
1.8%) 

0.2% -1.4% 

0.3-1.7 

0.4-1.8 

0.7-2.4% 
0.4-1.8 

0.2-1.4 

1.0-2.8 
0.0-1.8 

0.9 - 3.7% 
0.4 - 2.1% 
0.7-2.4% 
0.4-1.8% 
1.6-3.7% 

1.7-3.9% 

0.3-1.6% 

1.3-3.3 

6.20% (C.1 4.8-8.0) 
12.20% 9.7-15.2 
8.90% 6.7% - 13.0% 

15.20% 13.0-17.8% 

7.30% 5.5% - 10.1% 

7.00% 5.5-9.0 

12.10% 14-0ct 

6.30% 4.3-7.4% 
7.70% 6.1-9.7 

7.90% 6.3-9.9 

9.70% 7.9-11.9 
8.10% 5.6-11.6 

9.90% 7.4 - 13.2% 
8.80% 6.8 - 11.2% 
9.40% 7.6-1 1.5% 
5.80% 4.5-7.6% 
1 5.30% 3.1 -1 7.9% 

8.70% 6.9-10.7% 

12.70% 10.7-15.0 

16.5 14.2-19.1 

15.70% 17.50% 
35.50% 42.10% 

27.00% 37.40% 

36.60% 49.20% 

24.40% 28% 

12.70% 17% 

26.90% 37.40% 

12.40% 16.90% 
21.70% 24.2 
34.60% 35.20% 
35.70% 43.60% 

19.00% 23.70% 

12.40% 18.60% 
11.20% 13.60% 

31.80% 35.70% 
16.10% 22.10% 

31.70% 

2.911 0,000 

2.2/10,000 

1.9/10,000 

3.5110,OOO 

2/10,000 

3.6/10,000 
1.34/10,000 

0.6/10,000 
3.0/10,000,d 

1.06/10,000 

0.3/10,000 
1.04/10,000 

5.411 0,000 

1.9/10,000 
2.3/10,000 
0.7/10,000 
2.39 
0.25 
1.44 

3.7 

1.1/10,000 

1.9/10,000 

0.88/10,000 

1.43/10,000 

0.83110,OOO 

1.2/10,000 
0.7 l/lO,OOO 

0.3711 0,000 

0.9411 0,000 
0.16/10,000 
0.47110,OOO 
2.2/10,000 

0.88/10,000 

1.75/10,000 
0.5/10,000 
1.66 
0.1 1 
0.59 

1.5 

Yes 
Yes 
Yes 

Yes 

Yes 

Yes 

Yes 
Yes 

Yes 

Yes 

Yes 

Yes 

Yes 
Yes 
Yes 

Yes 

Yes 
Yes 

Yes 

Yes 
Yes 
Yes 
Yes 
Yes 

Yes 

Yes 
Yes 

Yes 
Yes 
Yes 

Yes 

Yes 

Yes 

Yes 
Yes 

Yes 

Yes 

Yes 

Yes 

Yes 
Yes 
Yes 

Yes 

Yes 
Yes 

Yes 

Yes 
Yes 
Yes 
Yes 

Yes 

Yes 

Yes 
Yes 

B ay 
Source: UNICEF Multi Cluster Indicator Surveys. 
Note: Blank cells ~ analysis on-going. 
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Table 16: Somalia: Donor Contributions, 2000-2003 
U S $  

2000 2001 2002 2003 
Actual Expenditure Actual Expenditure Actual Expenditure Fresh Pledges 

Australia 
Belgium 
Canada 
Denmark 
EC 
ECHO 
Egypt 
FA0 
Finland 
France 
Germany 
GFATM 
ILO 
IOM 
Italy 
Japan 
Netherlands 
NGOs 
Norway 
OCHA 
Sweden 
Switzerland 
UNDP 
UNEP 
UNESCO 
UNFPA 
UN-HABITAT 
UNHCR 
UNICEF 
UNIFEM 
UK 
UNOPS 
UNV 
USA 
WFP 
WHO 
World Bank 
WSP 

3,000 
700,000 
78,600 

4,394,100 
44,560,500 

703,200 

1,411,500 

2 1,041,100 
3,125,700 
5,17 1,700 

3,717,200 

4,136,800 
1,234,300 

2,556,000 

25,779,600 

895,800 
2,849,800 
21,082,109 
2,039,300 
1,000,000 
974,800 
842,000 

585,400 

1,500,000 
9,100 

19,133,800 
8,107,900 
3,2 12,700 

4,729,254 
979,800 

5,403,700 

8,515,800 

920,000 

1,733,500 
15,797,800 

4,000,100 
434,100 

25,359,100 
3,641,400 
3,808,000 

1,267,500 

... 

5,000 
1,500,000 
1,7 16,622 
4,587,411 
37,661,830 
4,250,000 
1,000,000 
348,100 

1,089,991 
7 1,447 

2,130,744 

1,408,579 
722,238 

9,583,039 
6,43 8,300 
4,548,000 
20,63 1,176 
8,300,000 

5,403,700 
839,538 

4,751,362 
682,715 

1,24 1,323 
200,000 

6,803,616 
4,327,000 
146,45 1 

2,832,000 

32,000 
31,765,683 
2,205,322 

522,684 

5,000 
1,450,893 
2,029,33 1 
6,966,292 

120,647,321 
10,044,643 
1,600,000 
658,000 

1,459,376 
76,200 

1,778,000 
13,982,511 
1,014,281 

17,850,435 
1,072,680 
3,63 1,000 
8,542,969 
8,971,783 
468,500 

6,633,092 
52 1,22 1 

4,678,188 
19,750 

320,000 
622,207 
215,000 

5,777,228 
6,623,278 
151,365 

6,43 1,349 

65,000 
29,569,167 
1,184,071 
4,934,826 
1,609,443 

Total 118,613,300 138,822,763 167,745,871 271,604,400 
Source: Somalia Aid Coordination Body (SACB), 2003. Donor Report 2003. 
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Table 17 Humanitarian Assistance to Somalia, 1993-2000 
(US$ millions) 

1993 1995 1996197 1998 1999 2000 
Humanitarian assistance 202 59 138 56 47 46 
Source: UNDP Somalia Human Development Report, 200 1 based on "Consolidated Inter-Agency Appeals for Soma- 
lia (1 993-2000), OCHA." 

Table 18 Somalia: Distribution of  Population by Economic and Employment 
Status, 2002 

Urban Rural and Nomadic Total 
Population by labor force (%) 

Economically active 53.6 56.7 56.4 
No t  in labor force 46.4 43.3 43.6 
Total 100 100 100 

Economically active population 
by employment status (%) 

Employed 38.5 59.3 52.6 

Total 100 100 100 
Unemployed 61.5 40.7 47.4 

Employment by major sectors (%) 
Agriculture 25.1 
Industry 25.5 
Services 49.4 

80.1 
7.8 
12.1 

66.9 
12 

21.1 
Total 100 100 100 

Source: UNDP and the World Bank, Somalia Socio-Economic Survey, 2002. 

Tablel9: Somalia: Estimated Household Income, 2002 
(US$ million) 

Urban Rural and Nomadic Total 
Total household income 672.4 875.2 1,536.5 
Per capita household income 29 1 195 226 
Source: UNDP and the World Bank, Somalia Socio-Economic Survey, 2002. 
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Table 20: Health Facilities & Human Resources in Somalia by Zone, 2002/03 
North East Zone North West Zone Center/South Zone Total 

Heal th Facilities 

TB Centers 7 5 26 38 
MCHs 53 16 95 1 64 
Health Posts 149 25 135 309 
Total (Health Facilities) 217 62 290 5 69 
H u m a n  Resources 
Doctors 80 62 146 288 
Pharmacists 13 50 63 
Post Bas Nurses 2 117 119 
Midwives 33 200 233 
Nurses 455 140 414 1,009 
Lab Technicians 100 20 82 202 
Assistant Lab Technicians 81 184 265 
Sanitarians 26 432 458 
CHWs 295 29 1 586 
TBAs 278 467 745 
Total (Human Resources) 63 5 950 2,383 3,968 
Source: WHO-Somalia. 

Hospitals 8 16 34 58 

Extreme Poverty l /  
Average per 

Share o f  popula- capita income 
tion (%) (US$ PPP) 

Urban 23.5 240.3 
Rural and nomadic 53.4 203.4 
Total 43.2 210.3 

Table 21 Somalia: Preliminarv Estimates of  Povertv 
Poverty 21 

Share o f  popula- Average per capita 
tion (%) income (US$ PPP) 

60.7 428.7 
79.9 302.7 
73.4 338.1 

Table 22: Somalia Environment Data 
Area (kmz) 637,657 
Coastline (km) 3,300 

12% 
0.01% 

50.43 k g  p.a. 
0 

Proportion of land area covered by forest (2000-2002) 
Ratio o f  area protected to maintain biological diversity to surface area (2000-2002) 

C02 emissions (metric tons per capita) (2000-2002) 

Water availability (m3/capita) (2002) 1000 

Energy use per unit o f  GDP (2000-2002) 

Proportion of population using solid fuels 

Access to an improved water source (% o f  population) (2002) 
Access to piped water (% o f  population) (2002) 
Access to improved sanitation (% o f  pbpulation) (2002) 

Households wi th access to secure tenure 

29% 
18.4% 
25% 
50% Access to sanitary means of excreta disposal (% o f  population) (2002) 

Source: UNDP Millennium Development Goals (MDG) Report Somalia, 2004; UNDP and the World Bank, 2002 Somalia Socio-Economic 
Survey, 2003. 
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Table 25: Dubai Imports from Somalia by H.S Section, 1999 - 2003 
W D )  

(H.S) Sections 1999 2000 200 1 2002 2003 
I Live  animals, animal products 

I1  Vegetable products 
T I T  

114,030 5 8,444 73,939 170,25 1 197,232 
3,651 1,309 1,198 2,604 1,729 

Animal or vegetable fats & o i l  & their cleavage prod- 
ucts, prepared edible fats, animal or vegetable waxes 
Prepared foodstuff, beverages, spirits & vinegar, tobac- 
cco & manufactured tobacco substitutes 
Mineral  products 
Products o f  the chemicals or allied industries 
Plastic articles & thereof, rubber & articles thereof 
Raw hides & skins, leather, furskins & article thereof, 
saddlery & hamess, travel goods handbags & similar 
containers, articles o f  animals guts (other than silk- 
worm gut) 
Wood & articles o f  wood; wood charcoal; cork & arti- 
cles o f  cork, manufactures o f  straw, o f  esparto or o f  
other plait ing materials, basketware & wickerwork 
Pulp o f  wood or fibrous cellulosic materials, waste & 
scarp o f  paper or paper board, paper & paper board & 
articles thereof 
Textiles & textile articles 
Footwear, headgear, umbrellas, sun umbrellas, walking- 
sticks, seat-sticks, whips, riding-crops & part thereof, 
prepared feathers & articles made therewith, artificial 
flowers, articles o f  human hair 

Articles o f  stone, plaster, cement, asbestos, mica or 
similar materials, ceramic products, glass & glassware 
Natural or cultural pearls, precious or semi-precious 
stones, precious metals, metals clad wi th precious metal 
& articles thereof; imitation jewlery, coin 

Base metal and articles o f  base metal 
Machinery and mechanical appliances; electrical 
equipment, parts thereof; sound recorders & reproduc- 
ers, television image &parts & accessories o f  such 
articles 
Vehicles, aircraft, vessels & associated transport equip. 
Optical, photographic, cinematographic, measuring, 
checking, precision, medical or surgical instrument & 
apparatus, clocks & watches, musical instruments; 
accessories thereof 

Arms and ammunition, parts & accessories thereof 

Miscellaneous manufactured articles 

15 

0 
24 

595 
0 

0 

9 
125 
21 
2 

14 

229 
88 
4 
7 

8 

200 
0 
5 
0 

Iv 
278 
10 
13 
6 

V 
V I  
V I1  
VI11 

1.274 933 984 4,894 3,772 
IX 

913 1,175 3.296 1,142 214 
X 

0 
0 

0 
I 

1 
4 

0 
3 

0 
5 XI  

XI1  

0 0 0 

4 

0 0 
XI11 

XIV 
0 4 0 0 

0 
10 

153 
224 

648 
19 

5,575 
17 

7,191 
23 xv 

XVI 

205 
0 

0 
0 

2 
0 

0 
0 

0 
0 XVII 

XVIII 

0 
0 
0 

XIX 
xx 

0 0 0 0 0 XXI 

T O T A L  (000's AED) 120,512 62,408 80,636 184,699 210,480 
T O T A L  (000's $) 32,833 16,994 21,957 50,292 57,312 
Dubai Total Imports (000's AED) 65,605,000 72,392,454 83,186,850 90,257,022 108,734,701 
Dubai Total Imports (000's $) 17863853 19712036 22651287 24576453 29607815 

Works o f  arts, collectors' pieces & antiques 

% Share Dubai's Total Imports 0.18 0.09 0.10 0.20 0.19 
Source: Dubai Chamber o f  Commerce and Industry. 
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T a b l e  26: Dubai Exports to Somalia by H.S Section, 1999 - 2003 
W D )  

(HS) Sections 1999 2000 2001 2002 2003 
I Live  animals, animal products 0 0 0 346 0 
I1 Vegetable products 30,126 12,834 10,996 9,099 4,490 
111 

Animal or vegetable fats & o i l  & their cleavage prod- 
ucts, prepared edible fats, animal or vegetable waxes 10,945 8,94 1 5,169 17,448 16,324 

Iv Prepared foodstuff; beverages, spirits & vinegar: tobac- 
cco & manufactured, tobacco substitutes 4,233 2,671 4,262 15,477 11,326 

V Mineral  products 8,286 4,396 2,848 6,166 2,152 

VI1 Plastic articles & thereof, rubber & articles thereof 881 91 328 358 232 
V I  Products o f  the chemicals or allied industries 808 582 547 2,911 595 

Raw hides & skins, leather, furskins & article thereof; 
saddlery & harness, travel goods handbags & similar 
containers, articles o f  animals guts (other than silk- 

Wood & articles o f  wood; wood charcoal; cork & arti- 
cles o f  cork, manufactures o f  straw, o f  esparto or o f  

Pulp o f  wood or fibrous cellulosic materials, waste & 
scarp o f  paper or paper board, paper & paper board & 
articles thereof 213 27 16 126 170 

XI Textiles &text i le articles 1,671 1,204 988 78 150 
Footwear, headgear, umbrellas, sun umbrellas, walking- 
sticks, seat-sticks, whips, riding-crops & part thereof, 
prepared feathers & articles made therewith, artif icial 

Articles o f  stone, plaster, cement, asbestos, mica or 

Natural or cultural pearls, precious or semi-precious 
stones, precious metals, metals clad with precious metal 

worm gut) 0 0 0 0 0 

other plait ing materials, basketware & wickerwork 0 0 91 22 0 

IX 

X 

flowers, articles o f  human hair 0 0 0 0 0 

similar materials, ceramic products, glass & glassware 44 0 8 114 110 

& articles thereof, imitation jewelry, coin 0 0 0 0 0 
XV Base metal and articles o f  base metal 34 163 196 91 52 
XVI 

XIV 

Machinery and mechanical appliances; electrical 
equipment, parts thereof, sound recorders & reproduc- 
ers, television image & parts & accessories o f  such 
articles 0 0 44 0 0 

XVII Vehicles, aircraft, vessels & associated transport equip. 69 137 0 0 0 
XV1ll Optical, photographic, cinematographic, measuring, 

checking, precision, medical or surgical instrument & 
apparatus, clocks & watches, musical instruments, 
accessories thereof 0 0 0 0 0 

XIX Arms and ammunition, parts & accessories thereof 0 0 0 0 0 
XX Miscellaneous manufactured articles 99 24 25 8 252 46 

XX1 Works o f  arts, collectors' pieces & antiques 0 0 0 '  0 0 
T O T A L  (000's AED) 57,409 31,070 25,751 52,488 35,655 
T O T A L  (000's $) 15,632 8,460 7,012 14,292 9,709 
Dubai Total Imports (000's AED) 5,128,000 5,463,993 5,909,285 6,377,940 6,581,562 
Dubai Total Imports (000's $) 1,396,324 1,487,813 1,609,063 17,736,675 1,792,120 
% Share Dubai's Total Imports 1.12% 0.57% 0.44% 0.82% 0.54% 
Source: Dubai Chamber o f  Commerce and Industry. 
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Table 27 Dubai Re-Exports to Somalia by H.S Section, 1999 - 2003 

(H.S) Sect ions 1999 2000 2001 2002 2003 
I 
I1 
I11 

IV 

V 
VI  
VI1 
VI11 

IX 

X 

XI 
XI1 

XI11 

X N  

xv 
XVI 

XVII 
XVIII 

XIX 

xx 
XXI 

L ive  animals, animal products 

Vegetable products 

Animal or vegetable fats & o i l  & their cleavage prod- 
ucts, prepared edible fats, animal o r  vegetable waxes 
Prepared foodstuff; beverages, spirits & vinegar: tobac- 
cco & manufactured, tobacco substitutes 

Mineral  products 
Products o f  the chemicals or allied industries 
Plastic articles & thereof, rubber & articles thereof 
Raw hides & skins, leather, furskins & article thereof, 
saddlery & harness, travel goods handbags & similar 
containers, articles o f  animals guts (other than silk- 
worm gut) 
Wood & articles o f  wood, wood charcoal; cork & arti- 
cles o f  cork, manufactures o f  straw, o f  esparto or o f  
other plait ing materials, basketware & wickerwork 
Pulp o f  wood or fibrous cellulosic materials, waste & 
scarp o f  paper or paper board, paper & paper board & 
articles thereof 
Textiles & textile articles 
Footwear, headgear, umbrellas, sun umbrellas, walking- 
sticks, seat-sticks, whips, riding-crops & part thereof, 
prepared feathers & articles made therewith, artif icial 
flowers, articles o f  human hair 

Articles o f  stone, plaster, cement, asbestos, mica or 
similar materials, ceramic products, glass & glassware 
Natural or cultural pearls, precious or semi-precious 
stones, precious metals, metals clad w i th  precious metal 
& articles thereof, imitation jewelry, coin 

Base metal and articles o f  base metal 
Machinery and mechanical appliances, electrical 
equipment, parts thereof, sound recorders & reproduc- 
ers, television image &parts & accessories o f  such 
articles 
Vehicles, aircraft, vessels & associated transport equip. 
Optical, photographic, cinematographic, measuring, 
checking, precision, medical or  surgical instrument & 
apparatus, clocks & watches, musical instruments, 
accessories thereof 

Arms and ammunition, parts & accessories thereof 

Miscellaneous manufactured articles 

Works o f  arts, collectors' pieces & antiques 
TOTAL (000's AED) 
TOTAL (000's $) 
Dubai Total Imports (000's AED) 
Dubai Total Imports (000's $) 

5,360 
38,812 

14,145 

28,717 
1,667 
10,668 
20,429 

840 

9,23 1 

254 
123,420 

1 1,095 

756 

9 
5,194 

15,118 
19,023 

347 
0 

3,057 

0 
308,142 
83,905 

15,03 1,000 
4,092,852 

2,696 
31,170 

5,583 

32,646 
4,030 
9,759 
15,442 

28 1 

1 1,406 

525 
11 1,135 

10,545 

956 

20 
5,253 

1 1,770 
24,978 

3,758 
0 

2,324 

0 
284,277 
77,407 

(7,659,184 
4,808,49 1 

3,503 
21,614 

2,269 

26,438 
2,825 
10,374 
26,496 

322 

12,492 

70 1 
94,3 16 

8,980 

1,316 

27 
8,486 

13,631 
26,443 

560 
0 

3,950 

0 
264,743 
72,088 

22,575,374 
6,147,141 

1,812 
16,388 

3,233 

21,554 
1,425 

10,728 
19,428 

7,860 

20,882 

525 
163,5 14 

1 1,309 

3,041 

18 
9,435 

16,79 1 
125,487 

598 
0 

34,999 

0 
469,027 
127,713 

29,6 15,948 
8,064,247 

4,585 
23,780 

1 1,704 

32,667 
1,640 

11,289 
13,955 

5,594 

20,758 

1,027 
11 1,444 

8,000 

2,961 

0 
13,983 

19,518 
43,151 

1,010 
0 

4,301 

0 
331,367 
90,229 

37,748,398 
10,278,655 

YO Share Dubai's Total Imports 2.05% 1.61% 1.17% 1.58% 0.88% 
Source: Dubai Chamber o f  Commerce and Industry. 
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Table 31: Indicative Cost per Year 
Activity Time horizon (year and US$ x 1,000) Total 

Livestock Production / Environment 
Environmental assessmenthventory 

General survey 
Detailed surveys (5) 

Regional consultancy (2) 
Land tenure 
Rural political leadership 

Workshop 
Follow up consultancy (2) 

Legislation for rangelanddenvironment 
Support to SACB/Environment Ministr ies 

Participatory community associations 
Support to NGOs/community projects 

Land tenure (use and titles) 
Support to NGOs 

Studies in educational curricula 
Support to schools 

Support line departments 
Support to ministries 

Promotion of  better feed use 
Consultancy 
Assistance to ministries 

Consultancy (3) 
Assistance to ministries/NGOs 

Socioeconomic assessmenuanalysis 

Recommendations on energy (charcoal) 

Establish forest, wildlife, grazing reserves 

Subtotal Livestock Production/Environment 

Animal Health /Welfare 
Train paraprofessionals in animal health 

Train paraprofessionals 
Train intermediate health professionals 

Train intermediate professionals 
Enact animal health legislation 

Support NGOsiassociationslministries 
Animal health professional associations 

Support associations 
Meat hygiene for public health 

Support ministries/municipalities/schools 
Subtotal Animal healthlwelfare 

250 
500 500 250 

200 
200 
25 50 25 

25 
100 

5 1 0  5 5 

50 50 50 50 50 50 50 50 

50 50 50 50 50 50 

80 60 60 60 60 60 60 60 

60 80 80 80 

50 
40 40 40 40 40 

100 50 
40 40 40 40 40 

300 1,105 800 520 395 370 190 190 190 190 

1,500 

500 

125 

25 

400 

300 

500 

300 

250 

350 

4,250 

2,500 

5,000 

50 

180 

350 
50 50 50 50 50 50 50 

750 795 865 840 840 840 800 800 800 750 8,080 

250 250 250 250 250 250 250 250 250 250 

500 500 500 500 500 500 500 500 500 500 

25 25 

20 40 40 40 40 
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Table 31: Indicative Cost per Year (continued) 
Livestock Marketing and Trade 
Assist trade and certification 

General 
Additional support for EXCELEX 

Advisor 
Capacity, training and meetings 

Advisor 
Assistance to Government/administration 

Advisor 
Revolving fund 

Advisor 
Revolving fund 

International advisor 
Local consultants 
Revolving fund 

Assistance 

Formulation consultancy 
Staff (2 persons) 
Operations and communications 

“Add value” [brand] concepts 
Formulation consultancy 
Assistance to trade ministries, etcetera 

Subtotal Livestock marketing and Trade 

Human Resources and Capacity Building 
Redirect taxes to livestock sector 

Support to Livestock Board 
Remove unofficial taxes 

Support to Livestock Board 
Strengthen public services 

Advisor to EnvironmentiPlanning minis- 
tries 
General logistic support 

Improve Chambers o f  Commerce 

Assist reestablishing banking 

Establishhpport credit services 

Improve slaughter facilitiedmanagement 

Participatory infrastructure development 

Promote tradehdentify markets 

Desigdoperate market information sys tem 

Subtotal Human resourcesiCapacity building 

250 250 250 
1,000 1,000 500 

100 100 
80 80 

80 80 
30 30 

80 80 
150 100 

80 
150 

80 
70 70 
50 50 

80 
50 50 

1,250 2,100 1,620 

5 5 5  

10 10 10 

100 100 100 

50 50 50 
165 165 165 

250 250 250 
500 

100 
40 40 20 

80 80 80 
30 30 30 

80 80 80 

80 80 80 
100 

80 80 80 
50 50 50 

500 500 

50 50 50 

70 70 70 
50 50 50 

50 50 50 
1,610 1,410 1,390 

5 5 5  

10 10 10 

100 100 100 

50 50 50 
165 165 165 

250 250 250 

80 

80 80 
50 50 

50 50 

70 70 70 
50 50 50 

50 50 50 
680 600 420 

5 5 5  

10 10 10 

100 100 100 

50 50 50 
165 165 165 

5,500 
250 

560 

530 

650 

650 

1,650 

250 

1,160 

70 
50 

530 

420 11,480 

50 

100 

1,500 

50 

5 

10 

100 

50 
165 1,650 

Grand Total 2,465 4,165 3,450 3,135 2,810 2,765 1,835 1,755 1,575 1,525 25,460 
Source: FAO, World Bank and European Union, 2004. Somalia: Towards and Livestock Sector Strategy. 
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Table 32: Transition Schedule 

Activity 
Time horizon (year) 

1 2  3 4 5 6 7 8 9 10 
Transition state 

Livestock production/ Environment 
Environmental assessmenthnventory 
Socioeconomic assessment/analysis 
Recommendations on energy (charcoal) 
Legislation for rangelands/environment 
Participatory community associations 
Land tenure (use and titles) 
Studies in educational curricula 
Support line departments 
Promotion o f  better feed use 
Establish forest, wildlife, grazing reserves 

Animal healthwelfare 
Train paraprofessionals in animal health 
Train intermediate health professionals 
Enact animal health legislation 
Animal health professional associations 
Meat hygiene for public health 

Livestock marketing and Trade 
Assist trade and certification 
Improve Chambers o f  Commerce 
Assist re-establishing banking 
Establish/support credit services 
Improve slaughter facilitiesimanagement 
Participatory infrastructure development 
Promote tradehdentify markets 
Designloperate market information sys 
“Add value” concepts 

Human resources and Capacity building 
Redirect taxes to livestock sector 
Remove unofficial taxes 

Improved knowledge Year 4> 
Improved knowledge Year 4> 
Energy strategy developed Year 1> 
Legislation in place/enforceable Y6> 
Associations in place Y4> 
More  clear land tenure Y5  > 
Awareness o f  issues Y4> 
Departments created/functional Y5  > 
Improved quantityiquality feed Y6> 
Reserves established Y6> 

Animal health legislation enacted Y3> 
More  effective associations Y3> 
Public health protected Y3> 

Market information available Y 2  > 
Higher market prices Y3 > 

Recognizable certification Y2> 
Trade representation Y3> 
Banks functioning Y4> 
Operational credit agencies Y4> 
Hygieneiwelfare improved Y5> 
Improved market infrastructure Y5> 
N e w  markets opened up Y5> 

Source: FAO, World Bank and European Union, 2004. Somalia: Towards and Livestock Sector Strategy. 
Note: light shades o f  grey indicate initiation and phase out, dark shades indicate full activity. 
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SOMALILAND 

Table 35: Somaliland - Expenditure Composition, 2000-2004 
2000 200 1 2002 2003 2004 

Actual Expenditure Actual Actual Actual Printed Actual 
(Sol.Sh. (%share (Sol.Sh. (%share in (SolSh. (%share (SolSh. (%share in (Sol.Sh. (Sol.Sh. (%share in 
million) in total) million) total) million) in total) million) total) million) million) total) 

3,251 3.2 3,251 3,250 2.3 m n c *  4 1 3  Presidency 
Ofice o f  the Vice-president 
Upper House 
Lower House 
High Court 
Attorney General 
Government Employment 
Agency 
Auditor General 
Min. for Presidency 
Tender Board 
Min. of Foreign Affairs 
Min. of Justice 
Custodial Corp 
Lower Court 
Min. of Interior 
Police Force 
Min. o f  Information 
Min. o f  Defense 
Military Force 
Min. o f  Planning 

Min. o f  Finance 

Min. o f  Commerce & Industry 

Min. of Mineral & Water 
Min. o f  Fisheries 
Min. o f  Agriculture 
Min. o f  Livestock 
Min. o f  Post & Telecommuni- 
cation 
Min. o f  Education 
Min. o f  Health 

Min. o f  Religious Affairs 
Min. of Tourism and Culture 
Min. of  Public Works 
Min. of Civil Aviation 
Min. of Pastoral Development 
Min. of Re-settlement 
Demobilization Agency 
De-mining Agency 

Min. o f  Parliamentary Affairs 
Min. Industry 

Min. o f  Youth and Sports 
Election Commission 
Parties Registration Commis- 
sion 
Min. o f  Family Affairs 
Hareeisa Power Station 

2.578 
1143 1 
1,654 
1,645 
151 
196 

345 
270 

6,597 
37 

1,011 
127 

3,818 
784 

1,789 
1 1,035 

617 
257 

25,647 
108 

2,650 

237 

169 
163 
230 
446 

245 
1,672 
1,607 

200 
219 
198 

1,572 
144 
175 
110 
95 
43 
94 
99 
0 

0 
0 
0 

3.7 
2 

2.3 
2.3 
0.2 
0.3 

0.5 
0.4 
9.4 
0.1 
1.4 
0.2 
5.4 
1.1 
2.5 
15.7 
0.9 
0.4 

36.4 
0.2 
3.8 

0.3 

0.2 
0.2 
0.3 
0.6 

0.3 
2.4 
2.3 

0.3 
0.3 
0.3 
2.2 
0.2 
0.2 
0.2 
0.1 
0.1 
0.1 
0.1 
0 

0 
0 
0 

2.378 
1,431 
1,747 
1,701 
161 
216 

217 
286 

4,846 
66 

1,077 
145 

3,614 
925 

2,365 
11,490 

665 
428 

22,407 
119 

6,105 

293 

371 
243 
416 
399 

224 
4,665 
2,677 

250 
258 
396 

1,611 
3 24 
220 
141 
93 
42 

263 
186 
0 

0 
0 
0 

3.2 
1.9 
2.3 
2.3 
0.2 
0.3 

0.3 
0.4 
6.4 
0.1 
1.4 
0.2 
4.8 
1.2 
3.1 
15.2 
0.9 
0.6 

29.7 
0.2 
8.1 

0.4 

0.5 
0.3 
0.6 
0.5 

0.3 
6.2 
3.5 

0.3 
0.3 
0.5 
2.1 
0.4 
0.3 
0.2 
0.1 
0.1 
0.3 
0.2 
0 

0 
0 
0 

5 ,LJ I  
1,000 
1,719 
1,697 
177 
235 

252 
370 

5,871 
72 

1,088 
185 

4,417 
967 

2,409 
12,808 
1,060 
426 

25,331 
205 

7,644 

311 

319 
279 
48 1 
62 1 

320 
5,412 
3,222 

214 
325 
449 
284 

1,718 
368 
253 
155 
153 
57 

278 
549 

400 
0 

284 

5 .  / 
1.1 
2 

1.9 
0.2 
0.3 

0.3 
0.4 
6.7 
0.1 
1.2 
0.2 
5 

1.1 
2.7 
14.6 
1.2 
0.5 

28.9 
0.2 
8.7 

0.4 

0.4 
0.3 
0.5 
0.7 

0.4 
6.2 
3.7 

0.2 
0.4 
0.5 
0.3 
2.0 
0.4 
0.3 
0.2 
0.2 
0.1 
0.3 
0.6 

0.5 
0.0 
0.3 

1,189 
2,522 
2,468 
371 
398 

276 
387 

6,165 
94 

1,658 
259 

5,555 
1,684 
2,715 
14,410 

955 
532 

29,163 
205 

6,284 

343 

344 
344 
439 
671 

336 
6,014 
3,287 

264 
359 

1,210 
1,226 
361 
263 
190 
128 
58 

3 76 
234 

3,397 

171 
136 
0 

1.2 
2.5 
2.5 
0.4 
0.4 

0.3 
0.4 
6.1 
0.1 
1.6 
0.3 
5.5 
1.7 
2.7 
14.3 
0.9 
0.5 
29 
0.2 
6.2 

0.3 
0.3 
0.3 
0.4 
0.7 

0.3 
6 

3.3 

0.3 
0.4 
1.2 
1.2 
0.4 
0.3 
0.2 
0.1 
0.1 
0.4 
0.2 
3.4 

0.2 
0.1 
0 

1,189 
2,765 
3,086 
572 
501 

407 
675 

10,261 
138 

2,238 
273 

6,910 
1,899 
4,395 
18,859 
4,3 15 
668 

47,944 
442 

7,857 

1,171 

582 
1,055 
650 
789 

527 
7,182 
4,573 

485 
635 

3,180 
1,375 
662 
377 
337 
512 
242 
0 

648 
459 

459 
0 
0 

1,189 
2,763 
3,064 
553 
491 

398 
674 

10,236 
132 

2,220 
272 

6,910 
1,876 
4,391 
18,835 
4,291 
664 

47,944 
422 

7,825 

1,153 

580 
1,010 
64 1 
788 

507 
7,042 
4,539 

474 
626 

3,162 
1,370 
654 
376 
336 
491 
240 

643 
459 

444 
0 

0.8 
I .9 
2.1 
0.4 
0.3 
0.3 

0.5 
7.1 
0.1 
1.5 
0.2 
4.8 
1.3 
3.1 
13.1 
3 .O 
0.5 
33.3 
0.3 
5.4 
0.8 

0.4 

0.7 
0.4 
0.5 
0.4 

4.9 
3.2 
0.3 

0.4 
2.2 
1 .o 
0.5 
0.3 
0.2 
0.3 
0.2 

0.4 
0.3 

0.3 
0.0 

TOTAL 70,464 100 75,460 100 87,611 100 100,689 100 144,849 143,935 100 
Source: Somaliland Ministry o f  Finance and Accountant General. 
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Table 36: Somaliland: Total Local Government Revenue and Expenditure, 

(Sol.Shs millions) 
1998-2003 

1998 1999 2000 2001 2002 2003 
Revenue 12,113 13,918 9,335 1 1,729 11,084 18,230 
Expenditure 11,628 13,254 9,297 11,552 10,899 18,024 
SurplusDeficit 485 664 37 177 185 206 

Source: “Somaliland in Figures 2004,” Ministry o f  National Planning and Coordination, 2005. 

Table 37: Hargeisa, Somaliland: Local Government Revenue and Expenditure, 
1998-2003 

(Sol.Sh millions) 
1998 1999 2000 2001 2002 2003 

Revenue 6,866 7,102 3,233 6,457 6,87 1 9,432 
Expenditure 6,85 1 7,045 3,232 6,361 6814 9,363 
SurplusDeficit 14 57 1 96 57 69 
Source: “Somaliland in Figures 2004,” Ministry o f  National Planning and Coordination, 2005. 

Table 38: Gebiley, Somaliland: Local Government Revenue and Expenditure, 
1998-2003 

(So1.S h millions) 
1998 1999 2000 2001 2002 2003 

Revenue 2,944 2,723 2,005 2,097 2,174 2,849 
Expenditure 2,772 2,449 2,001 2,016 2,056 2,712 
SurplusDeficit 172 274 5 81 118 137 
Source: “Somaliland in Figures 2004,” Ministry o f  National Planning and Coordination, 2005. 

Table 39: Boroma, Somaliland: Local Government Revenue and Expenditure, 

(So1.S h millions) 
1998 1999 2000 2001 2002 2003 

Revenue 370 824 89 1 1,161 958 1,679 
Expenditure 370 787 8 64 1,161 958 1,679 

Source: “Somaliland in Figures 2004,” Ministry o f  National Planning and Coordination, 2005. 

1998-2003 

SurpludDeficit 816 37 27 1 0 0 

Table 40: Burao, Somaliland: Local Government Revenue and Expenditure, 

(Sol.Sh millions) 
1998-2003 

1998 1999 2000 200 1 2002 2003 
Revenue 1,933 3,261 3,206 2,014 1,081 4,270 
Expenditure 1,635 2,973 3,201 2,014 1,071 4,270 

Source: “Somaliland in Figures 2004,” Ministry o f  National Planning and Coordination, 2005. 
Surp lusDef ic i t  298 287 5 0 9 0 
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Table 41 : Somaliland: Central Government Revenue and Expenditure at Current Prices, 
1999-2004 

(Sol.Sh millions) 
1999 2000 2001 2002 2003 2004 

Actual revenue 55,456 127,011 167,615 125,720 242,95 7 156,172 
Actual expendi- 54,942 13 5,602 166,820 117,967 223,192 144,232 
ture 
Surplusldeficit 514 -8,590 795 7,753 19,764 1 1,940 
Source: "Somaliland in Figures 2004," Ministry o f  National Planning and Coordination, 2005. 

Table 42: Somaliland: Trends in Expenditure (Actual), 2000-2003 
(Sol.Sh. millions) 

2000 2001 2002 2003 
A. Opening balance 8,579 25,707 25,912 859 
B. Budget expenditure 70,464 75,460 87,504 100,193 
C. Out o f  budget expenditure be low l ine o f  account 65,138 91,360 30,463 122,148 
D. Total expenditure (B+C) 135,602 166,820 117,967 223,192 
E. Total (A+D) 144,180 192,527 143,879 224,051 
Source: "Somaliland in Figures," Ministry o f  National Planning & Coordination, 2004. 
Note: For 2003, the opening balance date i s  1/1/2003. For previous years, the opening balance date i s  1/1/2000. 

Table 43: Somaliland: Trends in Revenue (Actual), 2000 - 2003 
(Sol.Sh. millions) 

2000 200 1 2002 2003 
Income f'rom property use 5,530 5,121 5,257 1,788 
Direct tax income 61,235 68,132 100,863 113,053 
Service income 2,201 2 
Income f'rom property 1,029 802 659 5,966 
Sub total 67,794 76,255 106,779 120,808 
Surplus (extra revenue) . 59,217 91,360 18,941 122,149 
Total 127,011 167,615 125,720 242,957 
Source: "Somaliland in Figures,'' Ministry o f  National Planning & Coordination, 2004. 
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Table 44: Somaliland: Budgeted and Actual Revenue, 2003 - 2004 
(SolSh millions) 

2003 2004 2004 
Actual Budget Actual Reve- 

Revenue Provision nue Balance 
Tax Revenue 11 1,457 128,553 143,009 14,455 
Production Tax 307 97 -210 
Revenue and Income from Work  1,596 4,53 1 3,594 -936 
Revenue f rom Transfers 2 2 0 -2 
Revenue f rom Property 1,788 2,224 1,609 -615 
Revenue from Equipment 5,967 9,23 1 7,863 -1,369 
Total 120,809 144,849 156,172 11,323 
Source: Somaliland Ministry o f  Finance. 

Table 45: Somaliland: Actual Revenue, 2004 
(SolSh millions) 

IncornehXeceipts 
1. Regular Budget Revenue 156,172 
2. Extrabudgetary Revenue 150,171 
2a. Advances 41 
2b. Deposits 26,922 
2c. Imprests 8 12 
2d. Remittances 122,395 
Sub-Total 306,342 

Total 302,767 
Source: Somaliland Ministry o f  Finance. 

Bank Reserves 01/01/2002 -3,576 
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Table 46: Somaliland: Expenditure Composition, 2004 
(SolSh millions) 

Expenditure 
1. Expenditure o f  Regular Budget 144,232 
2. Extrabudgetary Expenditure 158,219 
2a. Advances 8,123 
2b. Deposits 27,022 
2c. Imprests 679 
2d. Remittances 122,395 
Sub-Total 302,45 1 
Add: Balance Forward 3 1/12/2004 
Total 302,767 
Source: Somaliland Ministry o f  Finance. 

315 

Table 47: Somaliland: Treasury and Bank Balance Sheet, 2004 
(SolSh millions) 

1, Total Income o f  Treasury 
2. Total Expenditure o f  Treasury 
3. Treasury Reserve 3,892 
3a. Add: Expenditure f rom Treasury (not Paid by the Bank) 
3b. Add: Annual Income o f  Last Year which Accounted for in the Treasury through the Bank 
Add: Bank Balance 01/01/2004 3,576 
Bank Balance 21/12/2004 315 
Source: Somaliland Ministry o f  Finance. 

306,343 
302,45 1 

Table 48: Somaliland: Exchange Rate between SolSh and US$, 1994-2005 
(SoL.Sh.) 

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 
Exchange Rate 50 171 2,156 3,154 3,783 3,340 3,000 6,050 6,730 7,585 6,730 6,219 
Source: MNPC and Somalia Watching Brief. 
Note: Data for 2005 i s  only until July. 
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Table 49: Port of  Berbera - Import Statistics, 1996-2004 
(tons) 

1996 1997 1998 1999 2000 200 1 2002 2003 2004 
Sugar 
Rice 
Wheat flour 
Wheat 
Cooking oil 
Fuel 
Dates 
Clothes 
Car Spares 
Cigrts 
Soap 
Pasta 
Bisct 

Bld/mtls or 
Bdg/mats 

Others 

98,772 
8 1,800 
21,250 
3,110 
4,792 
8,439 
1,25 1 
1,289 
3,518 
1,016 
2,375 
1,967 
786 

5,163 
22,4 18 

80,469 
66,4 19 
28,114 

865 
4,08 1 
1 1,249 
1,184 
1,371 
2,648 
1,802 
1,899 
2,008 
1,320 

17,358 
8,973 

165,368 
43,010 
21,419 
1,418 
4,927 

25,337 
1,835 
2,427 
3,212 
2,268 
3,941 
5,285 
1,702 

54,418 
9,408 

128,647 
63,464 
44,141 
50,221 
11,058 
49,3 1 1 
2,012 
2,470 
3,155 
2,5 17 
2,826 
6,835 
821 

47,425 
8,594 

151,485 
66,351 
48,850 
92,165 
20,652 
38,063 
1,835 
3,436 
6,512 
4,027 
5,211 
1 1,744 
1,508 

82,544 
13,704 

152,855 
25,770 
25,894 
19,503 
12,813 
45,182 

897 
5,376 
6,537 
2,653 
8,061 
12,535 
1,443 

62,599 
17,202 

116,680 
53,374 
35,067 
23,415 
21,810 
45,720 
1,417 
9,045 
5,142 
2,93 1 
7,413 
15,682 
1,604 

122,564 
21,615 

100,83 1 
69,112 
40,357 
45,258 
18,226 
47,555 
1,666 
7,626 
7,151 
3,161 
5,099 
8,734 
1,872 

124,528 
28,847 

162,052 
68,002 
38,462 
2,555 
21,520 
52,189 
2,952 
9,650 
8,665 
3,191 
6,782 
17,198 
2,205 

124,514 
32,932 

Total 257,946 229,760 345,975 423,497 548,087 399,920 483,479 510,023 552,869 
Source: Berbera Port Authority; Ministry o f  National Planning & Coordination, Somaliland in Figures, 2004. 

Table 50: Port of Berbera - Export Statistics, 1995-2004 
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Sheep/Goats 
(heads) 2,692,591 2,376,646 2,814,495 957,224 2,048,136 1,601,083 51,546 356,594 540,946 858,356 
Cattle (heads) 75,128 65,127 66,939 92,213 89,966 63,263 20,973 37,546 75,845 131,896 
Camels (heads) 21,993 42,828 50,587 11,663 37,430 16,984 3473 20,683 21,874 6,156 
Hideiskin Pieces 460,818 51,500 33,737 500,788 936,922 1,174,626 3324171 4,187,767 1,971,577 3,855,980 
Beeyo (kg) 12,380 8,790 27,407 7,290 17,020 40,640 36680 15,710 21,040 128,489 
Scraps (kg) 0 2,277,000 

Source: Berbera Port Authority; Ministry of National Planning & Coordination, Somaliland in Figures, 2004. 

Table 51: Somaliland: Import o f  Fuel, 2000 - 2003 
(tons) 

2000 2001 2002 2003 
Diesel  3 1,607 28,912 35,471 37,072 
Petrol 12,488 13,799 15,985 20,055 
Jet A1 6,95 1 5,257 1,123 4,426 
Kerosene 4,332 832 3,482 2,138 
Source: Ministry o f  National Planning & Coordination, Somaliland in Figures, 2004. 
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Table 52: Port o f  Berbera - Vessels Statistics, 1995-2004 
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Dhows 552 305 66 56 84 35 108 104 106 
Ships 492 541 737 416 616 543 243 287 340 
Total 1044 846 803 472 700 578 351 391 446 
Source: Berbera Port Authority. 

Table 53: Export Prices for TopProducts, 
2005 (US$) 

Skins with salt (piece) 1.6 
Sun dry skins (piece) 
Hides from cattle (kg) 
Hides from camel (kg) 
Frankinsese (kg) 
Malmal (Myrrh) (kg) 
Sheep & goats (head) 
Cattle (head) 
Camel (head) 
Source: Berbera Port Authority. 

1.3 
1 

0.8 
5 

1.2 
30 

250 
300 - 400 

Table 54: Prices of  Principal Agriculture 
Commodities, 2005 

ISol.Sh.1 
Maize (50 kgs) 72,000 
Maize (60 kgs) 84,000 
Sorghum (50 kgs) 55,000 
Sorghum (60 kgs) 72,000 
Sugar (50 kgs) 115,000 

Source: Berbera Port Authority. 
Rice (50 kgs) 110,000 

Table 55: Regional Fisheries, 2003 
A w d a l  Sahil Sanaag 

Coastline (km) 210 210 430 
Fishermen 320 500 1,530 
Number o f  Boats 82 75 370 
Existing Facilities Chill room, ice-makers Chill room, ice- makers Chill room, ice makers and 

Staff 
M a i n  Export I t e m  Shark fins, groupers, Shark fins and various Shark fins and Tuna 

and a processing r o o m  and co ld store f ish cannery 

snappers, sea cucumbers fish 
and crabs 

Source: "Addis Ababa Roundtable on Reintegration and Internally Displaced Persons in Somaliland", 2003, Ministry o f  
Fisheries and Coastal Development; Ministry o f  National Planning & Coordination, Somaliland in Figures, 2004. 
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Table 56: Price of  Fish in Hargeisa, 1997-2003 
(Sol.Sh) 

1997 1998 1999 2000 2001 2002 2003 
Price (kg) 4,000 4,500 5,400 4,500 5,000 6,000 7,000 
Source: “Addis Ababa Roundtable on Reintegration and Internally Displaced Persons in Somaliland”, 2003, Ministry o f  
Fisheries and Coastal Development. 

Table 57: Estimated Arrival o f  Khat  to Borama, 2002 and 2003 

Jan Feb M a r  Apr M a y  Jun Jul Aug Sep Oct N o v  Dec  Tota l  
(Kg) 

2002 .. ,. 41,215 53,251 49,252 36,966 40,519 221,203 
2003 45,415 43,438 32,930 28,243 45,185 .. 195,211 
Source: “The Statistical Abstract o f  Borama Municipality,” December 2003, Borama Municipality. 

Table 58: Revenue Collected from Khat  Imported to Hargeisa City, 1999-2002 
(Sol. Sh million) 

1999 2000 200 1 2002 
Quantity (kg) 6,720,000 6,100,000 6,960,000 8,040,000 
Revenue 672 610 696 804 
Source: “Hargeisa Municipality Statistical Abstract,“ 2003, Hargeisa Municipality. 

Table 59: Estimated Total Population of  Livestock, 1998-2003 
(thousands) 

1998 1999 2000 2001 2002 2003 
Goat 6,072 6,367 6,520 6,676 6,832 7,001 
Sheep 6,909 7,146 7,268 7,391 7,517 7,644 
Camel  1,444 1,476 1,492 1,508 1,525 1,542 
Cattle 34 1 348 352 356 360 3 64 
Totals 14,766 15,337 15,638 15,931 16,234 16,551 
Source: Ministry of National Planning & Coordination, Somaliland in Figures, 2004. 

Table 60: Livestock Slaughtered in Hargeisa Slaughtering House, 1999-2003 
1999 2000 200 1 2002 2003 

Goat 278,306 314,512 350,817 431,636 129,671 
Sheep 14,400 16,920 18,860 20,520 11,884 
Camel  6,480 6,480 7,560 8,280 8,486 
Source: Ministry of National Planning & Coordination, Somaliland in Figures, 2004. 
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Table 61: Estimated Area, Production and Yield of  Major Crops during 
Pre-war and Post-war Periods 

Annual 
Average Average 

(1982-88) 1996 1997 1998 1999 2000-2001 2002 2003 
M a j o r  Crops, Gu Season 
Maize 
Area (Ha) 30,000 11,398 11,398 11,398 8,720 5,365 11,770 
Production (Tonnes) 4,293 21,000 7,979 3,591 6,976 3,985 1,073 3,289 

0.2 0.28 Y i e l d  (Tonnes/Ha) 0.14 1.84 
Sorghum 
Area (Ha) 30,000 17,610 
Production (Tonnes) 3 1,440 18,000 

Total 
Y i e l d  (Tonnesma) 1.05 1.02 

0.7 0.32 0.8 

7,610 17,610 19,105 
5,741 7,084 14,845 
0.89 0.4 0.78 

Area (Ha) 60,000 29,008 29,008 29,008 27,825 

19,168 34,287 
0,957 7,800 24,915 

0.41 0.73 

24,533 46,057 
Production (Tonnes) 35,733 39,000 23,720 10,675 21,821 14,942 8,873 28,204 
Y ie ld  (To&es/Ha) 0.6 1.34 0.82 0.37 0.78 0.36 0.61 
Source: Ministry o f  National Planning & Coordination, Somaliland in Figures, 2004 

Table 62: Availability o f  Health Service Personnel & Facilities in Somaliland 
by Region in 2002 

Region 
A w d a l  Northwest Togdheer So01 Sanaag Sahil Tota l  

Personnel 
Doctors 5 17 10 5 3 5 45 
Nurses 24 102 34 19 10 27 216 
Midwives 0 3 0 0 0 0 3 
Auxi l iary  Staff 26 66 42 12 30 75 25 1 
Tota l  55 188 86 36 43 107 515 
Health Facilities 

Beds 320 360 300 100 100 178 1,358 
MCH Centers 10 14 11 10 10 10 65 
Source: Somaliland in Figures, Ministry o f  National Planning & Co-ordination, Republic o f  Somaliland, 2003. 

Hospitals 2 2 2 1 1 2 10 
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PUNTLAND 
Table 63: Puntland: Expenditure Composition, 2003-2004 

2003 2004 
Head Salary/ Services Total Salary/ Services Total 

Allowances Allow- 
ances 

(SoSh. (So.Sh. (SoSh. (%share (SoSh. (SoSh. (SoSh. (%share 
million) million) million) in total) million) million) million) in total) 

1.1 .O Presidency 6,152 7,519 13,671 5.4 6,635 8,160 14,795 5.6 
1.1.0 B 
1.1.0T 
1.1.0 J 
1.2.0 
1.3.0 

1.3.0 A 
1.4.0 
1.4.0 B 

1.5.0 

1.5.0 B 

1 S.0 T 
1.6.0 

1.7.0 
1.8.0 

1.9.0 

1.10.0 

1.11.0 

1.12.0 
1.13.0 

1.14.0 

1.15..0 

1.16.0 

1.17.0 

Military 
Auditor General 

Attorney General 
House o f  Parliament 
Ministry o f  Finance 
General Expenses 
Ministry o f  Interior 

Police Force 
Ministry o f  Justice & Re- 
ligious Affairs 
High Court & Judicial 
Committee 
Custodial C o p  
Ministry o f  Livestock, 
Agriculture and Range- 
lands 
Ministry o f  Public Works 
Ministry o f  Health 
Ministry o f  Ports and 
Fisheries 
Ministry for International 
Relations 
Ministry of  Industry and 
Commerce 
Ministry of  Education 
Ministry o f  Labor, Youth 
and Sports 
Ministry o f  Information 

Ministry o f  Rehabilitation 
and Reconstruction 
Ministry for Pastoral De- 
velopment 
Ministry o f  Planning and 
Statistics 
Total 

82,753 
866 
129 

4,114 
5,042 

0 
1,838 

32,472 

770 

1,552 

2,444 
995 

1,885 
1,773 
2,429 

487 

649 

2,362 
1,406 

94 1 

621 

718 

487 

153,491 

2,565 
171 
114 
152 

3,112 
12,439 
1,372 
1,710 

342 

513 

1,368 
786 

2,499 
513 
513 

342 

342 

513 
342 

684 
513 

342 

342 

99,709 

85,319 
1,037 
243 

5,466 
8,154 

72,439 
3,210 
34,182 
1,112 

2,065 

3,812 
1,78 1 

4,384 
2,286 
2,942 

829 

991 

2,875 
1,748 

1,625 
1,140 

1,060 

829 

253,200 

33.7 
0.4 
0.1 
2.2 
3.2 

28.6 
1.3 
13.5 
0.4 

0.8 

1.5 
0.7 

1.7 
0.9 
1.2 

0.3 

0.4 

1.1 
0.7 

0.6 

0.5 

0.4 

0.3 

100 

69,538 
1,161 
135 

5,083 
5,457 
3,015 
1,963 

34,837 

799 

1,686 

3,450 
1,184 

2,151 
4,154 
2,754 

514 

74 1 

2,057 
1,622 

961 
724 

1,313 

682 

152,616 

4,200 
312 
180 

1,488 
3,276 
72,589 

1,920 
3,000 
480 

768 

1,680 
1,104 

5,400 
600 
600 

480 

480 

600 
480 

840 
600 

696 

696 

73,738 
1,473 
315 

6,571 

8,733 
75,604 
3,883 
37,837 
1,279 

2,454 

5,130 
2,288 

7,551 
4,754 
3,354 

994 

1,221 

2,657 
2,102 

1,801 
1,324 

2,009 

1,378 

28 
0.6 
0.1 
2.5 
3.3 

28.7 
1.5 
14.4 
0.5 

0.9 

1.9 
0.9 

2.9 
1.8 
1.3 

0.4 

0.5 

1 
0.8 

0.7 
0.5 

0.8 

0.5 

110',629 263,245 100 
Source: Puntland Ministry o f  Finance. 

186 



Table 64: Puntland: State Government Revenue and 
Expenditure, 1999-2002 

(So.Sh millions) 
1999 2000 200 1 2002 

Revenue 30,800 79,300 63,700 167,800 
Expenditure 24,800 57,000 90,700 106,100 
Surpluddeficit 6,000 22,300 -27,000 6 1,700 
Source: "Puntland Facts and Figures," Ministry o f  Planning and Statistics, 2003. 

Table 65: Puntland: Local Government Revenue and 
Expenditure, 2000-2002 

(So.Sh. millions) 
2000 200 1 2002 

Bosasso 
Revenue 2,237 3,418 4,416 
Expenditure 2,195 3,407 4,408 
Deficit/surplus 42 11 8 

Galkacyo 
Revenue 1,460 2,644 3,967 
Expenditure 1,460 2,644 3,967 
Deficit/surplus 0 0 0 

Garowe 
Revenue 544 382 
Expenditure 1 381 

Source: "Puntland Facts and Figures," Ministry o f  Planning and Statistics, 2003. 
Deficit/surplus 543 1 

Table 66: State Bank of  Puntland: Income and Expenditure, 

(So.Sh millions) 
1999-2002 

1999 2000 200 1 2002 
Income 1,200 4,000 3,200 6,700 
Expenditure 1,200 3,900 2,800 6,000 
Profitlloss 0 100 400 700 
Source: "Puntland Facts and Figures," Ministry o f  Planning and Statistics, 2003. 
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Table 67: Puntland: Public Finance - Distribution o f  Revenue by 
Sources 

(% o f  total) 
2002 2003 

Expenditure tax 68.3 70.8 
Indirect tax 8.0 7.6 
Income tax 2.1 1.6 
Government property fees 1.9 
Government service charges 21.6 10.8 
Transfers and contributions 7.2 
Total 100 100 
Source: "Draft Report on Macroeconomic Analysis in Puntland," UNDP and the WB, June 2004. 

Table 68: Puntland Public Finance - Distribution of  Expenditure 
by Items, 2002-2003 

(%) 
2002 2003 

Salaries and allowances 
Government service 
General expenditure 
Payment arrears and service charges 
Capital investment 
Charities and reserve 

66.0 60.0 
19.0 10.0 
3 .O 10.0 
3.0 14.0 
3.0 4.0 
6.0 2.0 

Total 100 100 
Source: "Draft Report on Macroeconomic Analysis in Puntland," UNDP and the WB, June 2004. 

Table 69: Puntland: Import through Bosasso Port, 1997-2002 
(tons) 

1997 1998 1999 2000 2001 2002 2003 

Sugar 14,066 16,070 9,585 19,513 24,901 33,964 54,863 

Rice 2 1,908 14,979 14,614 26,147 22,532 46,535 47,771 

Flour 13,605 11,227 19,597 27,386 24,060 29,326 40,099 
Cement 16,851 29,475 23,453 44,264 49,049 60,053 58,089 
Construction material 2,992 7,954 9,420 15,311 15,217 31,276 43,954 
Diesel (drums) 1,999 10,544 1 1,206 16,707 26,255 25,398 30,680 
Other backed cargo 7,744 19,69 1 17,900 2,812 1,360 6,001 3,333 
Other general cargo 14,062 28,032 42,710 93,374 49,277 45,777 62,014 
Total 93,227 137,972 148,485 245,514 212,651 278,330 340,803 
Source: "Draft Report on Macroeconomic Anlaysis in Puntland," UNDP and the WB, June 2004. 
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Table 70: Puntland: Import of  Oil, 2000-2002 
(ltr millions) 

2000 2001 2002 
Diese l  20.2 18.1 21.3 
Petrol 8.4 9.9 11.6 
Kerosene 2.6 3.7 3.2 
Total 31.2 31.7 36.1 
Source: "Puntland Facts and Figures," Ministry o f  Planning and Statistics, 2003. 

Table 71: Puntland: Estimated Import o f  Khat 
(kg thousands) 

Type o f  khat Khat per month Total year 
Meeru 90.7 1,088 
Hareeri 121.3 1,456 
Source: "Puntland Facts and Figures," Ministry o f  Planning and Statistics, 2003. 

Table 72: Puntland: ExDort through Bosasso Port. 1997-2002 
1997 1998 1999 2000 200 1 2002 

Camel (heads) 14,599 3,938 11,658 9,861 1,950 9,720 
Cattle (heads) 17,831 29,492 36,320 27,604 42,247 53,3 13 
Goathheep (heads) 494,320 516,020 636,000 550,455 548,853 1,412,450 
Total livestock (heads) 526,750 549,450 683,978 587,920 593,050 1,475,483 
Hides & skins (pieces) 633,510 197,260 39,963 186,400 177,685 201,278 
Source: "Puntland Facts and Figures," Ministry o f  Planning and Statistics, 2003. 
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Table 73: Puntland: Livestock Exports, 1991-2003 
(heads) 

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

Shoats 370,000 1,150,000 670,000 540,000 430,000 588,379 494,320 519,020 653,991 571,455 548,853 1,412,450 1,483,409 

Camels 19,886 13,935 3,938 11,658 8,177 1,950 9,720 4,259 

Cattle 13,480 17,675 29,492 36,320 27,604 42,248 53,313 71,328 
Source: "Draft Report on Macroeconomic Analysis in Puntland," UNDP and the WB, June 2004. 

Table 74: Puntland: Exports of Chilled Meat from Galkacyo, 2000-2003 
(tons) 

2000 2001 2002 2003 
Exports o f  Chlled Meat 81,200 294,272 414,088 301,752 
Source: "Draft Report on Macroeconomic Anlaysis in Puntland," UNDP and the WB, June 2004. 

Table 75: Puntland: Market Prices of Selected Commodities, 
December 2002 

(So.Sh. thousands) 
Price 

Sugar (112 quital) 370 
Rice (112 quital) 250 
Flour (112 quital) 270 
Maize (quital) 190 
Beans (112 quital) 270 
Baasto (Spaghetti) (1 0 kg) 130 
Milk (900 gr) 1,150 
Can tomato (75 gr) 140 
Oi l  (6pcs13kg) 240 
Biscuits (n.a.) 250 
Date (n.a.) 80 
Potato (1 kg) 10 
Tomato (1 kg) 10 
Onion (1 kg) 9 
Source: "Puntland Facts and Figures," Ministry o f  Planning and Statistics, 2003. 
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Table 76: Puntland: Total Household Income and 
its Sources, 2003 

(US$ millions) 
Urban Pastoral Total 

Total Income 143.5 132.9 276.4 
Self-employment 76.3 53.5 129.8 
Employment to others 38.4 2.9 41.3 
Assets 17.3 39.5 56.8 
Remittances 10.2 23.6 33.8 
Other sources 1.3 13.4 14.7 

Source: "Draft Report on Macroeconomic Analysis in Puntland," UNDP and the WB, June 2004. 

Table 77: Puntland: Per Capita Household Income and 
its Sources, 2003 

Urban Pastoral Total 
Total Income 281.4 134.1 415.5 

Self-employment 149.6 54 203.6 
Employment to others 75.2 2.9 78.1 
Assets 34 39.9 73.9 
Remittances 20 23.8 43.8 
Other sources 2.6 13.5 16.1 

Source: "Draft Report on Macroeconomic Analysis in Puntland," UNDP and the WB, June 2004. 

Table 78: Puntland: Market Average Exchange Rate 
between So.Sh. and US$ 

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 

Exchange Rate (annual average) 7,000 9,500 3,000 4,000 6,500 7,000 8,000 8,300 8,500 10,500 17,500 21,000 19,480 16,265 
Source: UNDP Somalia, MOPIC, 2004. 
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Table 79: Puntland: Total Household Expenditure on Goods and 
Services, 2003 
(US$ millions) 

Urban Pastoral Tota l  

Food  items 63.2 66.3 129.5 
HH goods (TV, utensils, furni ture,  etc.) 2.9 0.7 3.6 
Education 12.5 5 17.5 
Health 37.7 14.9 52.6 
Communication 8.2 2.0 10.2 
Transport 4.1 9.9 14 
Lighting 5.5 1.3 6.8 
Clothes 5.5 7.9 13.4 
Water 2.2 8 10.2 
Rent 2.1 ,.. 2.1 
Other expenditures 15.1 15 30.1 
Total 158.9 130.9 289.8 
Source: "Draft Report on Macroeconomic Anlaysis in Puntland," UNDP and the WB, June 2004. 

Table 80: Puntland: Household per capita Expenditure on Goods and 
Services, 2003 

(US$) 
Urban Pastoral Tota l  

Food  items 124 67 191 
HH goods (TV, utensils, furniture, etc.) 5.6 0.7 6.3 
Education 24.6 5 29.6 
Health 74 15.1 89.1 
Communication 16.1 2 18.1 
Transport 8 10 18 
Lighting 10.7 1.3 12 
Clothes 10.7 8 18.7 
Water 4.4 8.1 12.5 
Rent 4.2 4.2 
Other expenditures 29.6 15.2 44.8 
Total 311.9 132.4 444.3 
Source: "Draft Report on Macroeconomic Anlaysis in Puntland," UNDP and the WB, June 2004. 
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Table 81: Demand for Electricity 
(Kw/h) (millions) 

Current Projected 
2002 2005 2010 

Household 2.0 2.6 3.4 
Commercial Act iv i ty  1.5 1.9 2.5 
Public 0.2 0.3 0.4 
Total 3.7 4.8 6.3 
Source: Puntland Ministry o f  Planning and Statistics, “Punt- 
land Facts and Figures,” 2003. 

Table 82: Industries in Puntland, 
2002 (No.) 

Water 11 
I ce  25 
Pasta 1 
Canned Fish 1 
Beverages 5 
Tannery 3 
Candy 1 
Detergent Powder Soap 1 
Source: Puntland Ministry o f  Planning and Sta- 
tistics, “Puntland Facts and Figures,” 2003. 

Table 83: Status of  Water Sources by Region in Puntland, 2002 
(No.) 

B a r i  Nugaal Mudug  so01 Sanaag Cayn Tota l  
Shallow W e l l  400 370 235 30 25 63 1,123 
Hand Pumps 75 35 30 5 4 0 149 
Berkerds 3,000 1,150 1,300 830 1,450 1,450 9,180 
Borehole 12 17 16 7 0 0 52 
Sources: Puntland Ministry o f  Public Works, in Puntland Ministry o f  Planning and Statistics, “Puntland Facts and Fig- 
ures,” 2003 

Table 84: Arrival of  Ships and Dhows in Bosasso, 2000-2002 
Jan Feb M a r c h  Apr M a y  June July Aug Sep Oct  N o v  Dec Tota l  

Ships 
2000 13 16 11 7 6 4 4 4 8 4  4 4 85 
2001 3 3 3 2 6 6 11 10 11 6 10 8 79 
2002 6 7 11 7 10 7 13 11 9 5 6 6 98 

2000 46 59 54 53 48 32 25 25 41 38 28 23 472 
2001 21 28 27 28 30 18 8 11 24 34 43 60 332 
2002 65 90 73 41 40 30 25 26 51 44 62 52 599 

Dhows 

Source: Bosasso Port Authority, 2003. 

Table 85: Primary Education by the Region, 2002/03 
(No.) 

B a r i  Mudug  Nugaal so01 Sanaag Tota l  
Schools 135 660 32 34 33 264 
Classes 660 194 185 192 20 1,439 
Boys 13,829 4,064 3,678 4,367 4,092 30,030 
Girls 7,958 2,725 2,429 2,908 2,721 18,741 
Teachers 856 182 227 192 193 1,650 
Source: Puntland Ministry o f  Planning and Statistics, “Puntland Facts and Figures,” 2003 
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Table 86: Secondary School Enrollment, 2002/03 
(No.) 

B a r i  Nugaal Mudug  Sool Cayn 
Secondary Schools 6 2 2 1 1 

Female Pupils 308 126 96 3 2 

% (of a l l  secondary schools) 50 17 17 8 8 
M a l e  Pupils 1,220 370 541 111 91 

Source: Puntland Ministry o f  Education, 2003. 

Table 87: Courses offered by Universities and Vocational Institutions, 2002/03 
Duration Students Enrol led 

East Africa University (EAU) 

Sharia L a w  4 years 130 
Port Training Centre (PTC)- Bosasso 
Management and Finance 3 years 
Cost Acc. And Mgt. Acc. 3 years 190 
Basic Economics and Statistics 3 years 
Puntland Community College (PCC) Garowe 3 years 90 
Source: Puntland Ministry o f  Planning and Statistics, “Puntland Facts and Figures,” 2003. 

Business Administrat ion 4 years 120- 140 

Table 88: Enrollment of Puntland Students by  Gender at Primary, Secondary 
and Tertiary Levels of Education 

Male Female Total 
(% o f  all enrolled males) (% o f  all enrolled females) (% o f  all students, male and female) 

Primary Schools 91.53 96.18 93.11 
Secondary Schools 7.22 3.24 5.86 
T e r t i a n  1.25 0.58 1.02 
Source: Puntland Ministry o f  Planning and Statistics, “Puntland Facts and Figures,” 2003. 

Table 89: Health Service Personnel Availability by  Region in 2002 

Type o f  Personnel B a r i  Nugaal Sool Saanaag Mudug  Cayn Tota l  
Doctors 28 7 7 0 19 1 62 

Region 

Pharmacist 
Post bas nurse 
Midwives 
Nurses 
Lab. Tech 
Asst. Lab. Tech 
Sanitation 

3 3 4 2 1 0 13 
1 0 1 0 0 0 2 
18 2 2 3 3 5 33 
25 42 35 16 17 5 140 
6 1 3 4 5 1 20 

28 18 10 3 21 1 81 
14 1 10 0 1 0 26 

Community Health Workers 
(CHWS) 72 120 19 20 60 4 295 
TBAs 72 119 19 20 44 4 278 
Total 267 313 110 68 171 21 950 
Source: Puntland Facts & Figures 2003, Ministry o f  Planning & Statistics, Puntland State o f  Somalia. 
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Table 90: Health Facilities Availability by  Region, 2002 
Health Faci l i -  
ties/District Bosasso Garowe Las A n o d  Galkacyo Total 
Hospital 5 3 3 5 16 
Beds 200 99 100 156 555 
MCH Centers 2 1 3 10 16 
Health Posts 6 10 4 5 25 
Total 213 113 110 176 202 
Source: Puntland Facts & Figures 2003, Ministry o f  Planning & Statistics, Puntland State o f  Somalia. 

Table 91: Regional Distribution of  NGOs 

N G O s  (No.) 35 20 18 5 6 2 86 

Source: Puntland Facts & Figures 2003, Ministry o f  Planning & Statistics, Puntland State o f  Somalia. 

B a r i  Nugaal Mudug So01 Sanaag C a p  Tota l  

N G O s  operated by women (No.) 20 14 10 2 3 49 
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SOUTH-CENTRAL SOMALIA 

Table 92: South-Central Somalia: Post-war Average Annual Price of Imported 
Items, 1993-2003 

(S 0. S h.) 
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

Rice 2,020 2,281 3,181 3,623 3,063 3,352 3,488 3,533 5,208 6,250 6,406 
Pasta 3,515 3,904 5,317 7,708 9,107 2,729 8,196 9,000 10,937 14,750 15,083 
W. Flour 2,131 2,106 5,206 7,792 3,389 2,987 3,264 3,054 5,681 5,825 6,062 
Sugar 2,275 1,875 2,910 2,946 3,971 3,604 3,227 3,587 6,750 7,541 6,500 
W. Oi l  5,375 4,754 7,885 8,531 8,542 8,177 7,458 6,667 10,969 13,683 14,500 
Source: "Analysis o f  Macroeconomic Situation in Somalia: South Central Region," UNDP, May 2004. 

Table 93: South-Central Somalia: Post-war Average Annual Price for Local 
Production, 1993-2003 

(So.Shs.) 
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

Ma ize  4,072 2,239 2,406 2,927 3,185 2,408 2,939 1,944 3,277 3,225 3,379 
Onions 4,072 2,573 2,409 2,968 3,906 4,114 3,073 3,187 7,042 6,896 4,779 
Sorghum 1,153 1,471 1,552 2,304 2,960 2,242 2,971 2,172 2,877 2,835 2,992 
Beans 2,156 1,554 2,633 3,983 4,337 3,252 5,058 4,448 6,008 8,865 6,500 
Papaya 1,125 887 887 975 1,408 1,667 1,000 1,000 1,583 1,750 2,000 
B e e f  meat 5,344 6,063 6,063 7,292 7,146 6,938 6,000 6,068 11,104 18,500 23,417 
Source: "Analysis o f  Macroeconomic Situation in Somalia: South Central Region," UNDP, May 2004. 

Table 94: South-Central Somalia: Post-war Average Foreign Exchange Rates 
between So.Sh. and US$, 1993-2003 

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 
Exchange rate 4,195 5,035 6,674 7,589 8,276 8,212 10,139 10,664 19,425 21,268 19,272 16,147 
Source: "Analysis of Macroeconomic Situation in Somalia: South Central Region," UNDP, May 2004. 

Table 95: South-Central Somalia: Post-war Consumer Price Index, 1993-2003 
(1 985=100) 

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 
CPI 10,818 11,152 12,862 15,720 14,926 15,782 16,742 16,967 24,057 27,529 32,049 
% change 3.1 15.3 22.2 -5 5.7 6.1 1.3 41.8 14.4 16.4 
Source: "Analysis of Macroeconomic Situation in Somalia: South Central Region," UNDP, May 2004. 
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Table 96: South-Central Somalia: Export of  Miscellaneous Items from El-ma'an, 
2002-2003 

2002 2003 
Volume Price (US$) Volume Price (US$) 

Sesame (tons) 303.5 600.0 560.7 600.0 
Dry lemon (tons) 145.0 1,200.0- 
F i sh  (tons) 3,278.0 5,420.0 934.0 7,793.0 
Source: "Analysis o f  Macroeconomic Situation in Somalia: South Central Region," UNDP, May 2004. Data for fish 
comes from UNDP, 2004. "Analysis o f  Macro-Economic Situation in Somalia." 

Table 97: South-Central Somalia: Estimated Trade Balance, 2003 
(US$ millions) 

2003 
Exports, f.0.b. 

Livestock 
Fresh meat 
Hides & skins 
Fish 
Charcoal 

Imports 

100 
42 
3 
6 
13 
36 
200 

Trade Balance -100 
Source: "Analysis o f  Macroeconomic Situation in Somalia: South Central Region," UNDP, May 
2004. 

Table 98: Middle Shabelle Region: Municipality Revenue, 2002-2004 
(SoSh and USD) 

2002 2003 2004 
Revenue (SoSh) 13,812,216,000 19,568,702,000 25,303,332,000 
Revenue (USD) 976,480 1,304,580 1,686,888 
Source: Middle Shabelle Regional Administration. 

197 



Table 99: Middle Shabelle Region: Rice  Production, 
2002-2004 

2002 2003 2004 
Small Rice Mills 407.6 542.2 977 
Large Private Rice Mills 203.8 325.3 488.5 
Total Production 611.3 867.5 1465.5 
Source: Middle Shabelle Regional Administration. 
Note: 1 MT costs USD 300 

Table 100: Middle Shabelle Region: 
Minimum Food Crops Consumption Demand 

15,840 
(MT) 

Total Annual Rice Consumption Demand 
Annual Contingency 1,584 
Grand Total Rice Demand 17,424 
Grand Total Maize Demand 17,424 
Grand Total Beans Demand 17,424 
Sunflower, Nuts, Sesame 17,424 
Grand Total 69,696 
Source: Middle Shabelle Regional Administration. 
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111. IMPORT/EXPORT AND RELATED CHARGES 

Table 101: Somaliland: Berbera Port Authority Tariffs, 2002 
Details Measurement US$ Equivalent SI. Sh. 

1 Staples 
1 Sugar Metric ton 2 12 000 
2 Rice Metr ic  ton 2 12 000 
3 Wlflour Metric ton 2 12 000 
4 Grain Metric ton 2 12 000 

1 Steel reinforced bars Metric ton 5 30 000 
2 Steel for building Metr ic  ton 5 30 000 
3 Steel pips Metric ton 5 30 000 

5 Cement Metric ton 2 12 600 

2 Building Materials 

4 Wood o f  kids Freight ton 2 12 000 

3 General Cargo Cubic meter 5 12 000 
Oil Product like Patrol, Diesel Cubic meter 5 12 000 
& Kerosene in bulk 
Oil in drums Cubic meter 5 30 000 

4 Vehicles 
5 Livestock 

1 SheeplGoat Per head 0.05 300 
2 Cattle Per head 0.05 1500 
3 Camel Per head 0.03 2 000 

6 Incense Cubic meter 1.5 9 000 
7 Cigarettes Freight ton 12.5 1 5  000 
Source: Berbera Port Authority. 

Table 102: Somaliland: Export/Import charges, 2004 
(Sol.Sh.) 
1,560,000 per year 
75,000 per trip 
520,200 per year 
5,000 per trip 

Import License fee 
Import Permit fee 
Export License fee 
Export Permit fee 
Source: Berbera Port Authority. 

Table 103: Somaliland: Port Authority Unloading Charges, 
2004 (US$,Sol.Sh) 

1- Port Fee charges (US$/ton) 100 
25 2- Crane fee charges (US$/ton) 

3- Handling charges (SolSh.) 
- Transport (per truck) 30,000 
- Baggage per metric (per warehouse) 12,500 
- Construction Materials (per ton) 30,000 

- Luxury Cars (per car) 7,000 

- Storage (per day) 2,500 

- Heavy Transport (per truck) 24,000- 30,000 

- Manpower (per carton) 1,200 

Source: Berbera Port Authority. 

199 



Table 104: Somaliland: Landing Fees and Handling Charges for Class (A) Airport 
(US$) 

Class Type o f  Aircraft Weight 
Tonage Landing Fees Handling Charges 

I1 

111 

Iv 

V 

VI  

VI1 

VI11 

I X  
X 

C118, CESSNA 206,182, C208, C406, CESSNA 
525/208, PILATUS-68, MO 20, PG8TP, PIPER-31, 
PA310, PLAGGlO, PA42-/72, C210, C500, BE90, 
B58P, AC-69 

L410, LR-31A, LR-35N36NC21, SN-60, BE02, 
BE200, BE400, C12, C21, C4041402 CESSNA406, 
CESSNA 550/52, CESSNA 560/4 CESSNA650/3, 
DA10, DHC6, DORNIER 228, HS 125/3A, AN2 

C670-4/650-6/660, DA20, DASH-DHC8, 
DORNIER3281328, SAAB SF 340- 

ATR 42-100, ATR42-200, ATR42-320, ATR 72, F27- 
100/300, F27-200/400, F50, G-159, GUL l/PC, HS 
74812A, S A A B  2000, CL-60, CONVAIR 340, 

DASH-DHC 7, DASH-DHC 8, DASH 8-S/300, DHS, 
VC (VKING), YAK 40, AN -24 AN 26, AN-30, BA- 

CONVAIR 340, CONVAIR 580,DA 50, DA 900, 

ATP 

GU 11, GULIII, GUL IV, HS 1461100, HS 200, TU 
125, DC-4, V,V813/814, AN-8, F-28, AN-32, AN-74, 
AN-72 

C160MD 16, DC9-15, DC9-30, DC9-40, DC9-50, 
F100, FlOOB, FK-70, HS 121, L1049, M D  16, ND 16, 
TU 134, TU 134A, BOEING 737, CARAVELLE SE 
210 

HIE, H2E, H3B, IL 18B/DN, L1049C, MD, MD82, 
P3W 58227, V95213, YAK-42, DC9 SEREIS 80, AN- 
12, TRIDENT HS 121, C-130 

BOEING 727,757-200, TU-154, BRISTOL 175, CL- 
44, CONVAIR 850, CONVAIR 880 M, TU104 

BOEING 727 CARGO 

IL 74, IL 62, IL 86, IL 76, BOEING 747 CARGO, 

1-5T 

5.1-10T 

10.1-15T 

15.1-25T 

25.1-40T 

41-55T 

55.1 -70T 

71-100T 
101-1 SOT 

30 60 

50 

70 

100 

160 

180 

350 

450 
600 

100 

110 

150 

200 

300 

600 

700 
900 

15 1 -200T 1100 1800 AIRBUS-300, DC-IO 

Source: Ministry o f  Civil Aviation and Air Transport 
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Table 105: Somaliland Berbera Port Authority: Port Tariffs, Rates and Charges for Ser- 
vices to Ships 

Clause 1: Pilot Fees 
Pilotage fees shall be levied on vessels entering or leaving the harbor as follows: 

1. Vessels up to and including 2000 gross tons 
a) Entering or leaving 
b) Internal movement 
c) Dead ship movement 

Vessels above and including 2001 gross tons 
Rates per 100 grt or part thereof per operation 

2. 

a) Entering or leaving 
b) Internal movement 
c) Dead ship movement 

3 .  Pilot detention per minute after the first 10 minutes 
(Subject to a minimum of 65.0) 

Clause 2: Port Dues 
Port dues shall be paid by all vessels entering the port as follows: 

1. Vessels up to and including 2000 gross tons 
a) All vessels 
b) Pleasure craft over 300grt equipment 

with mechanical means of population 

2. Vessels above and including 2001 gross tons 
a) All vessels 
b) Pleasure craft over 30grt equipment 

with mechanical means o f  population 

US$ per operation 
75.00 
75.00 
75.00 

4.00 
4.00 
5.00 

3.00 

US$ Rates1Operation 
200.00 

70.00 

US$ RateilOOgrt or part thereof 
8.00 

3.00 

Clause 3: Navigation Dues 
Navigation dues covering the use of a l l  coastal light in Somaliland shall be levied as follows: 

US$ RateilOOgrt or part thereoUOperation 
a) All vessels including pleasure crafts per call 
b) Minimum charge per call 

4.00 
16.00 

Clause 4: Dockage, Buovage and Anchorage 
Vessels going along side or double banked at quays a shore and jetties or mooring at buoys or anchored at anchorage shall pay 
dockage, buoyage and anchorage charges as the case may be as follows: 

US$ RateMeter or part thereof of vessels length 
a) Vessels for tug services shall be paid by all vessels 2.00 

1.40 
0.70 
1.60 
1.40 
1 .oo 

b) Vessels mooring or double banked at buoys 
c) Vessels at anchorage1 Except for port convenience 
d) Vessels double banked at quays wharves or jetties 
e) Tankers and other vessels at bulk oil jetties 
f )  Ro/Ro Vessels berthed stem to quarter to quay (Stem ramp) 
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Table 105: Somaliland Berbera Port Authority: Port Tariffs, Rates and Charges for Ser- 
vices to Ships (continued) 

Clause 5: Tug Service 
Charges for tug services shall be paid by all vessels under own stem. I f  vessel i s  under own stem the charges shall be as follows: 

Details US$ Rates1Operation 

1. Vessels up to and including 2000 grt : 
a) Berthing and unberthing vessels 
b) Berthing and unberthing at terminal 
c) Moving a vessel from one point of port to another 

d) Moving a vessel frodto a point within harbor 
within harbor limits 

limit or from a point outside the harbor limits, but 
within 2 nautical m i les  o f  such limits 

If the vessel i s  not under i ts  own power, 
it shall be charged 

e) Vessels not under their own power: 

180.00 
180.00 

180.00 

180.00 

540.00 

2. 

Details 

Vessels above to and including 2001 grt : 

US$ Rates11 00 grt or operation 
a) Berthing and unberthing vessels 
b) Berthing and unberthing at oil terminal 
c) Moving from one point o f  port to another 

d) Moving a vessel frodto a point within harbor 

6.00 
6.00 

within harbour limits 6.00 

limit or from a point outside the harbour limits, but 
within 2 nautical miles o f  such limits 6.00 

16.00 e) I f the Vessel i s  not under its own power, it shall be charged 

Clause 6: Mooring and Unmooring Services 
Every mooring and unmooring of any vessel along side any wharf, quay, or jetty at any buoy or along side any vessel in the har- 
bor will constitute separate operation and shall be charged for as follows : 

Details US$ RatesMooring or unmooring operation 
a) Vessel of up to 1000 grt 
b) Vessel above 1000 grt 
c) Any other service provided by mooring gang 

upon request per quarter hour or part thereof 
d) Mooring gang ordered, but kept or remaining idle, 

per quarter hour or part thereof 

50.00 
76.50 

50.50 

40.20 

Clause 7: Sup~ly  of Fresh Water of Vessels 

Details US$ RatesiTone 224 gallon or 100 It. or parts thereof 

a) Direct to vessel from shore hydrants 
b) Watering in stream by barge or other vessel 

(including towage) 

1.20 

2.10 

Clause 8: Garbage Disposal 
Garbage from vessels berthed alongside quay, wharf, or jetty or at any buoy or double banked along side any other vessel at 
quay, wharf or jetty shall be placed on covered receptacles on the quay, wharf, or jetty at limits specified by authority and shall 
be charged as follows: 

Details 
thereof 
a) Per receptacle 
b) When authority vehicle i s  hire if hired for this purpose, the following shall be charged per trip 

US$ Rates124 hrs or parts 

8 to 20 

I) Normal time 56.15 
11) Overtime 80.75 
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Table 105: Somaliland Berbera Port Authority: Port Tariffs, Rates and Charges for Ser- 
vices to Ships (continued) 

Clause 9: Stevedoring 
Definition: The term Stevedoring means the movement of cargo from the ship to the stock for imports and from the stock to ship 
in the case o f  export. For any Stevedoring services performed the following charges shall be raised. 

Details 
1. General cargo 

a) Discharged or loading 
b) Discharged or loading transshipment cargo 
c) Cargo shipped and relanded 
d) Cargo landed &reshipped 
e) Shifting within hatches 
f )  Shifting from hold to hold 
g) Shifting on deck 

US$ RatedHarbour tone or part thereof 
Regular hour 

3.50 
3.50 
7.20 
8.00 
4.00 
7.20 
3.80 

Overtime 
7.00 
7.00 
14.40 
16.00 
8.00 

14.40 
7.60 

2. Palletized or unitized cargo 
Palletized or unitized cargo shall exclude containerized cargo, such cargo should be in lots of 50 tons mini- 
mum load o f  the same commodity in the same loading compartment and stowage so arranged as to ensure a 
continuous flow in discharge or loading of such cargo. 

a. Discharged or loading 
b. Discharged or loading transshipment cargo 
c. Cargo landed &reshipped 
d. Shifting within same hold 
e. Shifting from hold to hold 
f. Shifting on deck without landing 

2.10 3.60 
2.10 3.60 
4.70 8.60 
2.10 3.60 
4.70 8.60 
2.10 3.60 

Clause 10: Heaw Lift Handling 
In addition to normal stevedoring charges leviable under this clause, any package or article weighing 15 deadweight tones and 
above shall be subject to the following heavy-lift handling charges: 

Details 
a) 15 deadweight tones, but under 20 deadweight tones 
b) 20 deadweight tones, but under 40 deadweight tones 
c) 40 deadweight tones and over 

U S $  RatesILift 
9.35 

15.75 
27.65 

Note 
1. 

2. 

The ship agents shall declare all heavy lift items by item in the ship’s manifest so that the necessary heavy lift charges 
can be raised. 
Heavy lift charges will not apply to container and RoiRo cargo 

Clause 11: Conventional Ships (ImDort) 
The following rates will be applicable where conventional ships containers at the conventional or container berth: 

A. Import 
1. Stevedoring: 

Details 

1.1 Shifting and re-stowing full empty aboard 
1.2 Loading & Unloading empty containers 
1.3 Shifting & Re-stowing empty containers 
1.4 transshipment & Overland containers 
1.5 Landed & Reshipped full containers and vice versa 

US$ RatesiContainer 
Up to 20’ Ft Up to 40 Ft 

94.00 188.00 
30.00 60.00 
50.00 100.00 
31.125 62.25 
123.00 246.00 
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Table 105: Somaliland Berbera Port Authority: Port Tariffs, Rates and Charges for Ser- 
vices to Ships (continued) 

Clause 12: Storage of  Containers 
A. Empty containers: 

Details 

Imported empty containers will attract 
storage upon landing at rate of 

US$ RateiContainers 
Up to 20 Ft Over 20 Ft 

0.96 1.92 

Clause 13: Hire of Eauiuments 
Subject to availability and convenience o f  the authority equipments will be hired at the following charges: 

Details 

1. Mobile cargo handling 
a. Up to & including 5 tons capacity 
b. Over 5 tons capacity each 

2. Mobile Cranes 
a. cranes up to & including 5 tons 
b. Over 5 tons capacity each 
c. Over 10 tons capacity each 

Note: Heavy lift charges will not apply to containers 

3. Hire of miscellaneous equipments : 
a. Each palleticalendar day or part thereof 
b. Each tarpaulidcalendar day or part thereof 
c. Each gangwaylcalendar day or part thereof 
d. Each lorry for disposal o f  offensive, condemned, or 

e. Overtie 
f. Each breakage cageicalendar day or part thereof 
g. Each port trail or flaticalendar day or part thereof 
h. Each pilot boatihour or thereof 

abandoned cargo per trip during regular working hours 

Clause 14: General Services 

Details 

a. Sorting o f  imports : Sorting o f  imports to mark kind, 
size, number or characteristicsiton or part thereof 

b. Bagging and re-bagging o f  cargo aboard vesselhag 
(excluding cost o f  bag) 

or replacing one end o f  cover baghale 
c. Repair of bails: Patching and repair, sewing o f  bales 

d. Re-sewing o f  bags: Re-sewing o f  bagged cargoiloaded bag 

US$ RateMour or part thereof 
Within port Outside port  

5.80 11.60 
8.40 16.80 

18.10 36.20 
32.10 64.20 
49.30 98.06 

0.50 
6.20 

18.80 

49.50 
71.40 

6.20 
37.50 
28.90 

Rate in U S $  

1.20 

0.07 

0.07 
0.60 
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