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UNITED STATES ECONOMIC ASSISTANCE TO SOMAL 1A

1. Development Overview:

Somalia is one of the poorest countries in the world with a pap
capita income of less than $ per year. ite efforts toward economic
Elopment are constrained by limited natural resources and a harsh and

variable climate. Averge annual rainfall ranges from less than {four
inches a year in the driest areas to only 25 inches in the wettest. Unly

about 14 percent of the land is _arable and drought occurs frequently.
evertheless, 80 percent of the po tion earns its 1i i : =

agricultural sector, mainly from nomadic pastoralism. Somali
astora , through livestock exports chiefly to the Gulf States,

produce over 80 percent of the country’s furgign exchange.

For over 10 years Somalia practiced "scientific sacialism." The
experience left the country with government—owned factories and service
industries characterized by poor management and low productivity. Prices

on agricultural products were kept low resultin n insufficient
; and technicians left the

e 0's a series of events——including a severe drought in 1974-75, the
outbreak of regional hostilities in 1977-78, the ensuing inflow of
refugees, and the severance in 1978 of relations with the Boviet Union,
which up to then had been the major source of financial and technical
assistance——contributed te economic stagnation and added to domestic and
external financial deficits.

Economic problems have contributed to Somalia’s totally inadequate
pravision of social services for the Somali population. For example,
there are 20,000 persons per doctor and 880 persons per hospital bed.
Only a third of the population has access ta safe drinking water.

Through the efforts of the IMF and donor countries, the GSDR
undertook a stabilization program in 1981 that had some success in
restraining demand and promoting production. Agricultural prices were
largely decontrelled, some government—-operated enterprises were shut
down, and policies were instituted to encourage private participation in
the economy. Currency devaluations and monetary controls led to
improvements in the internal and external financial accounts.

‘ Recently, however, further efforts towards economic reform have
stalled as negotiations with the IMF for an Extended Fund Facility broke
down in early 1984. The econaomy still suffers from inefficient public
enterprises, excessive controls on the private sector, and weak
management of government institutions in general. Balance of pavaants
difficulties have been compounded by an overvalued exchange rate and a
ban imposed by Saudi Arabia in 1983 on cattle imports from Somalia. To
promote economic development, Bomalia must push forward with its efforts
ta liberalize the economy and increase the role of the private sector.

Iin the agriculture sector, recent decontrolling of producer prices has lec
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to increased production, Further policy reform is neaeded along with more
research to improve yi and reduce the risk from drought. 1In
ddition, expandi able land through irrigation holds promise. For

a
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Somaiia must improve its vete narketing

While not endowed with great natural resources, Somalia possesses an
outward-looking and enterprising population. This, combined with
Somalia‘’s proximity to the fast-graowing Gul$ States, means that it does
have good potential for economic development if the government reduces
its hold on the private sector.
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I1 - U.8. Assistance
A. Background

. During the period 1953 to 1971 U.S. economic assistance to Somalia
amounted to $90 million — $70 million was used to finance develaopaent
projects; $14.5 million was used for food purchases; and $5.4 million to
suppart a Peace Corps Program. he principal development projects {u
by USAID during the 1953-1971 period include the construction of t

Kismayo port ($2.2 million), impravemenf of adishu’'s water supply
GH.T milTien; and @stablishment ot the National Teacher 's ucation

Center at Afgoi ($500,000).

Since 1978, the U.S. has provided $436 million in econaomic assistance to
Somalia. Of this total, $248 million has been used to finance food
imports. The commodities have been used to fill the food shortage gap in
urban centers and bring relief to the Ogaden refugees. In additiony over
$37 million has. been non—-food support for refugees. The balance——%171
million-—-was allocated to finance development projects ($137 million) and
the Commodity Import Program ($£34.5 million). Approximately 354 of the
funds allocated for development projects has been for the agricul tural
sectar (including forestry and water). The health, population,
- : rivate sectors have received the balance of development
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B. Current USAID Program
USAID Development Strategy

The USAID strategy for the short—term stabilization program focusas
on improving the balance of payments position and decreasing the budget
deficit. The commodity import and the PL-480 Title 1 programs are the
primary mechanisms for supporting the stabilization program.

The Commodity Import Program provides essential imports to compensate
for the canstricted foreign exchange situatian. Eighty~five percent of
the current Commodity Import Program is targeted for the private sector.
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The PL-480 Title I program provides critically needed food imports and
helps bridge the food gap during the period of foreign exchange
restrictions.

The local currency generated from both the Commadity Import Program
and the sale of PL-480 Title I commodities also is an important element
of USAID’'s strategy as they provide support for development projects
during the period of fiscal restraint. USALID s development assistance
concentrates in agriculture and livestock, health, and human resocurces
develapment.

The principal constraints to development in the agricultural sector
include erratic climatic conditions, labor scarcity, inadequate
institutions, inappropriate technology, lack of a [Eliﬁglﬁﬂ;ikémgéﬁ?_

inappropriate government policies, and vulnerable markets.

The current USAID portfolio of agricﬁltural projects assists the BGSDR
in delineating the problems of the sector and in establishing the
institutional base for bringing about increases in production.

Recent evaluations of USAID's partfolio ravealed that, whil
incrementa g‘iyucﬁ;gl_incrgggggﬁg[;w;chievableujg dryl and ?QE&EELE&ES
Xand_that further interventions in dryland production sre needed). the
drylands do not offer the pgtential for the dramatic production increases
needed to accommodate Somalia’'s three percent populatios h_ rat '
USAID s first step in the irrigated sub-sector is to assist in
undertaking studies for rehabilitating existing and planning new
irrigation schemes along the Shabelle and Juba rivers and the development
of the Juba River Valley. Next, USAID will help analyze and initiate
investments in small to medium size irrigation schemes along the Juba and
Shabelle rivers. The agricultural research pragram builds on the
research strategy developed under the Agricultural Delivery Systems
project and focuses on adaptive research for both dryland and irrigated

Crops.

The forestry—-fuelwood program forms an important link in the strategy
during the structural adjustment period. Renewable enargy resources are
closely related to agricultural and livestock autputs inasmuch as trees
are used as browse for Somalia’'s livestock and for soil stabilization in
dryland farming areas. In addition, the data generated under the current
farestry—fuelwood program will provide the base for any future forestry
program intended to help Somalia utilize this scarce resource more
efficiently.

series of projects aimed at maintaining current agricultural exports,
. . i y. ot 8, 3 asag 21 . *he
Economy iS to becgme healthy. Activ

USAID's food production and livestock strategy is complemented by a
which_are the mainstay of Somalia’s trad
rehabilitation anEﬂéwpurﬁ'ét Kismayo, the Livestock Marketing and Health
Projact, and continuous support to the Somali private sectaor.
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In the human resources development sector, USAID will carefully
target selected interventions to demonstrate the feasibility of
innovative approaches. Based on the 1983 aducation and human resources
assessment, USAID is develaping praograms to increase the gquality and
quantity of managerial and tec nical manpower in selected somali

institutions.

In the health sector, USAID's overall objectives are to raise lite
expectancy and to decrease child mortality. The focus of the health
sector strategy is to change the cucative : 2

o a pre a-.%,:v;::rp;ﬂALMmfﬁé_ﬁ;i&éfQViniéryentinnhiniiﬁis sector is the
Rural Health Delivery project which 16 training heallh sta ¥_and .~
establishing a_system for delivering preventive health services to the
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In the population sector, USAID will continue the family health
services program to strengthen the institutions responsible for the
nascent family planning pragram, provide the technical staff and
resources required to. keep the program moving, assist in conducting a
national census, and furnish commodity support for the program.

USAID’'s refugaee assistance efforts are aimed at three policy
objectives: a. to assure that food and health needs for the refugees in
the camps continue to be adequately managed; b. to provide greater
oppartunities in and around the camps for productive employment; c. to
assist the BSDR in planning and implementing a refugee settlement program.

The USAID strategy is fully compatible with the BSDR ‘s development
objectives of increasing agricultural production by expanding the area
under irrigation; promoting the active participation of the private
sector in industrial and agricultural developmentg improving range
management and increasing. inputs to the livestock sectar; pursuing an
active reforestation and sand dune stabilization program; and
liberalization of government policies. uUsalb will continue the on—going
palicy dialogue to encourage additional refaorms on policies affecting
economic development, especially through private sector participation.

USAID's current portfolio of projects is described below by sector.
1. Agriculture/Livestock Sector

a. Comprehensive Groundwater Develaopment —-— 649-0104
U.8. Contribution: 18,800,000 Period: Septaember 1979 - Sept. 1986

The purpose of this project is to assist the Ministry of Mineral and
Water Resources (MMWR)-Water Development Agency (WD&) to eatablish an
ongoing water development program which provides potable water and
livestock water in rural areas. To achieve this purpose, the praject is
funding:s 1) a major institutional strengthening program within WDA; 20
the establishment of a planning, data collection and utilization
capability within the WDA in collabaratiaon with UNDP/FAD; and 3) a
praoduction drilling program in the Bay Region and Central Rangelands in
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support of AID and other donor activities. Through the provision. of
equipment and a technical assistance contract team, the project will {fund
the drilling of approximately BO production wells -— 33 have already
been drilled.

b. Central Rangelands Development -- 649-0108
U.S. Contribution: $14,944,000 Period: August 1979 - September 198

uUsAID, in cooperation with the IBRD, IFAD, GTZ, WFP, and GSDR, is
implementing this $45 million project in the Central Rangelands area of
the country. The purpose of the project is to help the GSDR strengthen:
(a) the rangeland management scientific capacity of the Natiaonal Range
Agency (NRA); (b) the teaching and research capacity of the Faculty of
Agriculture (FOA), University of Somalia; and (c) the effectiveness of
the NRA in developing, testing and transferring relevant range management
technologies to livestock producers in the Central Rangeland Region. To
this end, USAID is providing a team of twelve technical advisors. Five
are assigned to the Department of Range Management, FOA in order to
develaop the formal training and research components of the project; and
seven are assigned to the Central Rangeland Field Unit of the NRA to
develop, test, and transfer relevant range management technologies to
livestack producers. USAID also provides equipment, materials and
training.

c. Agricultural Delivery Systems —— 649-0112
U.S. Contribution: $8,4635,000 Period: August 1979 - September 1986

The purpose of this project is to establish and implement a system
for the development, adaption and demonstration of improved crop
production and management practices for the Somali farmer. A
USAID—funded technical team provides advisory services in applied
research and extension. The team also provides in-country training end
selects candidates for further training in the U.S.

d. Bay Region Integrated Development —— 6490113
U. S. Cantribution: $11,171,00 Period: August 1980 — July 1987

USAID in cooperation with IDA, ADF, and IFAD, is implementing this
$50.2 million program. The project seeks to increase agricultural
production in the Bay Region through the develaopment of necessary
inastitutions, personnel and infrastructure. The project pravides
research and extension services and assistance in rural water, road
construction and livestock.

@. Juba Development Analytical Studies —-— 649-0134
U.8. Contribution: $%,250,000 Period: Sept. 1983 ~ Dec. 1986

The purpose of this project is to provide baseline data on soils,
irrigation applicability and environmental and sccial parameters of the
Juba River Valley. These data are being obtained through long-term field
astudies in the valley. The data will be incorporated into the Juba
Valley Master Plan which will act as a guide for optimum resource use.



~

§. Livestock Marketing and Health —- 649-0109 .
U.S8. Contribution: $11,000,000 Periaod: July 1984 - June 1988

The purpose of this project is to restore the contribution of cattle
exports to the Samali balance of payments and to lay the caonceptual basis
for a broader approach to strengthening the Somali livestock industry.

2. Health Sectar

Rural Health Delivery —— 4649-0102
U.S. Contribution: $15,200,000 Period: June 1979 - September 19335

The purpose of this project is to develop a system capable of
delivering preventive and curative health care to an estimated 800,000
rural inhabitants. Two National Training Centers have basen established
in Baidoa and Burao and over 200 mid-level health personnel have heen
trained including nurses, midwives, sanitarians and laboratory
technicians. The project also provides funding for the construction of
primary health care units which serve as the supervisary and referral
points for community health workers and traditional birth attendants. 1In
addition, the project provides technical assistance for the development
of the logistics and health information systems. The project also
provides overseas training, equipment and supplies.

3. Population Sectar

Family Health Services -— &649-0131
U.S. Contribution: $10,100,000 Pericd: August 1984 - June 198%

The purpose of this project is to improve demographic data and
analysis and improve the repraductive health of women and the health of
children. The project will do this by providing the institutional
capability for demagraphic data collection and processing and for family
planning information and services. The project services will: 1) assess
different approaches to the delivery of family health education and
clinical gervices; 2) enable couples to achieve the desired number and
spacing of their children; and 3) increase public awareness of the impact
of rapid population growth on sustained economic development.

4. Other Activities

a. Kismayo Port Rehabilitation —— 649-0114
U.8. Contribution: $39,000,000 Pariad: 6August 1982 - August 1987

The purpose of this project is to rehabilitate the port at Kismayo.
Funding is provided for both design and construction. The port is
critical to the development of the socuthern part of Saomalia, providing
access to capital goods and agricultural inputs and facilitating the
export of livestock and agricultural products.



b. Commodity Import Program —— 649-0118 '
U.S. Contribution: $18,500,000 Period: Sept. 1982 - May 1985

Commodity Import Program II 649-0120
U.S. Contribution: $16,000,000 Period: August 1983 - August 1985

The purpose of these activities is to provide shart—-term balance of
payments support to the Somali economy. The CIP reinforces the economic
policy reforms adapted by the GSDR in consultation with the IMF. The
funds are used to finance the importation of commodities for the
agricultural sector and other private sector industries. The program
focuses on financing the importation of raw materials, spare parts,
capital equipment and other inputs for elements of the economy vital to
the support of the agricultural sector as well as financing of ocean
freight for P.L. 480 Title I food imports.

c. CDA Forestry Project Phase I - Refugee Areas —— 649-0122
U.S. Contribution: $6,000,000 Period: Nov. 1982 - March 1987

The purpaose of this project is to assist the GSDR to undertake a
larger volume of forestry and fuelwood planting programs as part of its
overall social and economic development effarts. Project components
include: technical assistance to the Forestry Department of the National
Range Agency, reforestation and fuelwood production (consisting of
sub—projects implemented by U.S. Private Voluntary Organizations),
fuelwood conservation, a natural resgurces/land-use suryey and an
assessment of fuelwood praduction and marketing systems.

d. Refugee Self-Reliance Project —— 649-0123
U.S. Contribution: $6,000,000 Periaod: Dec. 1982 - Sept. 1986

The purpose of this project is to assist the refugee population to
become more productive and self-reliant. Through Private Voluntary
Organizations, USAID finances agricultural production, training and
infrastructure activities in refugee camps and neighboring areas. The
project also funds selected studies intended to facilitate the
understanding of refugee needs, incentives, resources and other
socio-economic issues; and provides support for the Planning Unit of the
National Refugee Commission. Both the refugee and the Samali population
will benefit from this project.

e. Policy Initiatives and Privatization Studies —- b649-0132
U.S. Contribution: 2,500,000 Period: Sept. 1983 - March 1987.

support for conducting analytical studies of the economy and for

l The purpose of this project is to provide technical and financial
increasing private sector involvement in the sconomy.



f. Accelerated Impact Projects (AIP)

In addition to its regular Development Aassistance projects, USAID has
funded four AlIP praojects. These are smaller praojects implemented within
a two-year period. Ong AIP is still on—going: Family Health Initiatives
(U.8. Contribution: $500,000).

C. Completed Projects

1. Kurtunwaare Settlement Project —— 649-0103
U.8. Contribution: $2,100,000.

The project'halpéd finance the construction of 400 low—cost housing units
mainly for nomadic families displaced by the drought of 1974-1975.

2. Agriculture Extension Research and Training - 649-0101
U.8. Contribution: $£5,050,000.

A team of U.S5. Department of Agriculture experts assisted the Ministry of
Agriculture in providing extension services to farmers in the Baidoa
Region. The farmers used animal traction and adopted improved
agricultural methods to increase their production.

3. Accelerated Impact Projects: Artificial Insemination (U.S.
Contributiaon: $440,000), Poultry Development (U.S. Contribution:
$500,000), Expanded Program of Immunization (U.S. Contribution:
$200,000).

I1Y. Pﬁaposed Projects

a. Commodity Import Program 111 — &49-0125
U.S. Coantribution: $35;,000,000 (planned).

The purpose of this activity is to pravide continuing balance of
payments support for the importation of commodities critical to the
agricultural and private sectors.

b. Somali National Agriculture Research Program ~— 649-0124
U.S. Contribution: 40,000,000 (planned)

The purpose of this project is to establish and oparate a permanent
resaeaarch syastem geared to the optimal development of the agricultural
sector in Somalia. The system is intended to be comprehensive and thus
will address phyaical, biolagical and gnczo—economic problems affectxng
agriculture, E] A Aoz
technological 1)
herders to increase faod praduct:on on a sustained basisy and (2) plan,




-

monitor and quantify the performance of the agriculture/livestock. sector
‘Znd prepare realistic alternative policies to guide and support the
evaTuations Of the cector. .

CEN

c. Irrigation Development and Rehabilitation —-- 649-0129
U.8. Cantribution: $35,000,000 (planned)

The purpose of this praject is to increase the land area that is
under controlled irrigation, increase water use efficiency, and develap a
Somali capability both public and private, to establish, operate and
maintain irrigation systems.

d. Assistance to Refugee Settlement in Somalia —- &49-0137
U.S. Contribution: $16 million (planned)

r The purpose of this project is to assist the GSDR in designing and
carrying out activities which will create viable alternatives to refugee
camps so that refugees living in Somalia have the option of becoming
self-supporting, productive residents who are integrated into the local
economy. In this first, pilot stage, up to 40,000 refugees will be
praoject beneficiaries. The project will be implemented by PVOs, line
lministries, and contractors.

@. Management Training and Development —- &49-0119
U.S. Contribution: #18,500,000 (planned).

The purpose of this project is to increase the ability of both the
GSDR and the private sectors to plan effectively and to carry out
development activities by institutionalizing their capacity to meet
public and private sector training needs.

IV. Food-for-Peace
A. Title I - Concessionary Sales

Title I food assistance from FY 1978 totals $96.9 million. The
imported food commodities are used to partially offset food shortages
affecting both rural and urban populations. The Title I commodities
imported are wheat and wheat flour, rice and vegetable oil. Feedgra:ns
also were imported in FYs 1980 and 1981 to offset the effects of a severe
drought. With the exception of wheat, Title I commodities are handled by
the National Trading Agency, which distributes them nationwide. #heat
goes directly to the pasta factory in Magadishu. In 1984, the U.S. plans
to provide 47,300 MT of Title I Commodities, with a value aof $16.0
million. Also this year, .USAID is introducing an auction scheme for
selling these commodities to the private sector.

B. Title II - Grants
Under this section, the PL 480 program grants food aid for emergency

relief and in some cases development—oriented projects. The freight
charges for Title Il shipments are paid by the United States. In



Somalia, Title II foad has been pravided undar three separate programs:
(1) refugee relief; (2) special drought relief; and (3) for various World
Food Program (WFP) projects.

1. Title 11 - Grants for Refugee Feeding. The United States has been
praviding food for the emergency feeding of refugees since 1978. The
amounts and types of commodities are based on the need and deficit
repprts prepared by WFP. The food is distributed in accordance with
National Refugee Commission and WFP policies. The program is implemented
by the NRC’s logistic unit. For FY 1982, the U.S. approved a total of
17.800‘NT of food for refuges support, with a value of $6.7 million plus
$3.4 million for freight costs. During 1983, 25,500 MT of food was
approved, with a value of $4.8 million plus $1.9 million for freight
costs. For 1984, the U.S. plans to donate 40,610 MT of food for refugee
feeding uitﬁ a value of $14.% million including shipping coste.

2. Title 11 - Grants for Special Drought Relief. In March of 1981, the
Government of Samalia requested internaticnal assistance to supplemant
the low level of food. stocks in the country. The reduction of the food
reserves was caused by several successive years of drought. The u.Ss.
Government provided 40,000 MT of corn valuaed at .8 million plus $6
million for shipping costs. In response to the Bovernment’'s requast for
emergency assistance to cope with the 1983-84 drought, the U.S. approved
10,000 MT of wheat and 1,500 MT of vegetable oil in 1984, with a total
value of $4.0 million including shipping costs.

3. Title Il for World Food Program Praject. The United States supports
the Warld Food Pragram (WFP) with direct faod contributions from the
Title 11 resources. In Somalia, these programs range from food—-for—work
for raeforestation and sand dune atabilization projects to institutional
and refugee feeding, including supplementary feeding in refugee camps.

In FY 1981, 24,000 MT of faad were provided through the WFP, with a value
of $8.2 million plus $4.5 million in freight costs. For FY 1982, the
U.S. provided 19,000 MT aof food through the WFP with a value of $5.2
million and an estimated $2.8 million for freight costs.

V. Non-Faood Refugee Assistance

In addition to food assistance provided to refugees, the u.s. also
has provided non-~food assistance in the past. The majority of such aid
is channeled through the United Nations High Commission for Refugees
(UNHCR). In FY 1982, the United States providad the UNHCR with
approximately $17.1 million for non—food support of the Somali refugee

program.
VI. Use of Generated Proceeds

The P.L. 480 Title I and CiP—-generated local currency are used to
finance the local costs of activities designaed to increase agricultural,
health, manpower, and private sector developmental cobjectivas within the
program parameters spelled out in the Government ‘s Public Invastment

Program.



Two special entities have been established to ensure that the
generated proceeds are programmed in confaormity with the eatabl ished
policy. The first is the Generated ghilling Proceeds (BSP) Committee,
which provides general oversight, direction and guidance in the enactment
of the policy guidelines. The GSP Committee serves as the reviewing
authority faor the use of proceeds generated under the P.lL. 480 Title I
and CIP programs. The Committee consists af two officials of the GEDR's
Ministry of Finance and two officials from the UBAID Mission. The
Committee prepares its recommendations for joint approval from the
Minister of Finance and the USAID Director. The second, the CIFL Unit -
which is a special unit within the Ministry of Finance - serves as the
day-to-day guarantor that the policy ocbjectives are being met.

Vii. Program Levels ($000)

FY 1981 EY 1982 FY 1983 FY 1984

f. Project Assistance 12,200 15,900 31,954 50,000
i. Agriculture & Rural
Development (8,100} (13,201) (10,716} {13,000)
2. Health {4,100) (1,199) (4,238 ks
3. Population - - - { 2,000}
4, Forestry/Refugee
Self—-Reliance - = (12,000) =
5. Kismayo : - (1,500 t 2,500) (35,000)
4. Dther - - (2,300) =
B. P.L. 480 Title 1 . 15,000 14,500 15,000 16,000
£. P.lL. 480 :Titlm II £33} 44,300 18,100 17,000 18,521
D. Refugee Non—-food Aid - 17,100 = =
E. Commodity Import Program = 18,500 146,000 -
TOTALS 71,500 84,100 79,954 84,521

[if Includes U.S. Contribution to WFF and transportation costs.

BRIEF:11/30/83
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