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> FOREWORD BY THE MINISTER

It is with great pleasure that | present the ninth National Development Plan for Somalia. The prior NDP
was a landmark document for our nation and this next version has built on its foundations and lessons
learned, making NDP-9 a deeper and more optimistic plan.

Somalia has a long history of preparing National Development Plans, beginning in 1962. NDP-8, our
most recent plan (2017-2019), carried the theme Towards Recovery, Democracy and Prosperity. | am
happy to report that the nation indeed did make progress towards those aspirations, setting us on
firmer ground as we launch NDP-9. However, for every two steps forward we have also experienced the
occasional step back, as various climate, economic and security challenges have tested our resolve in the
last three years. | am proud to report that our nation and its people have risen to these challenges with
the help of our partners, deepening our resolve.

The current national development plan has been formulated to be compliant with the requirements for
an interim Poverty Reduction Strategy Paper which will allow Somalia, as a participant of the Heavily
Indebted Poor Countries (HPIC) Initiative, to apply for debt relief. The overarching objective of NDP-9,
unlike prior development plans, is Poverty Reduction, an apt and meaningful objective when linked to
debt forgiveness — the burden of carrying debt is a heavy one for our nation, not only today but as a
crippling obligation placed on our children’s future.

NDP-9 has built on the solid foundation of prior NDPs and lessons learned. The need for extensive
consultations, to ensure the voice of all Somalis is reflected, was taken to heart. As a result the process
involved 77 days of consultation with stakeholders — three rounds of discussions and workshops were
held in seven regions, with representatives of each government and sector, with the Judiciary and with
each Federal Line Ministry. These views on the causes of, and priority solutions to, poverty have shaped
the strategy. NDP-9 has been owned and directed by the National Development Council, and was
unanimously endorsed by Cabinet in September 2019.

Equally taken to heart was the need for data and quantitative analysis. The poverty analysis relied
heavily on the recent Somali High Frequency Surveys, conducted in partnership with World Bank and
our government statistics function. The need for a robust poverty analysis, based on sound data, is a
key requirement for iPRSP compliance and we are confident NDP-9 offers deep insights.

The results of the extensive consultations and poverty analysis led NDP-9 to establish three national
priorities. These three, Inclusive and Accountable Politics; Improved Security and the Rule of Law; and
Improved Economic Development, were found to be the pre-requisites to poverty reduction and
government’s ability to capacitate itself to provide Social Development, and other government services.
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The high-level rationale is straight-forward: national unity and trust demands a government capable
of providing the services its citizens need for development, participation and thriving. In order to
provide these services all levels of government must increase revenue, which in turn is dependent
on economic growth and an established federal system providing for equitable tax revenue,
transfers and fair distribution of resources and responsibilities. Each of these developments is
dependent on reconciliation and a trusted system of inclusive politics, governed by law, which
requires a strengthened judicial system. Finally all are dependent on improved security — a peaceful
nation.

Resilience is a key theme of NDP-9. Climate change and exogenous shocks are beyond the control of
government, but not beyond its ability to better anticipate and manage. The poor in particular are
the most vulnerable to shocks so if Somalia is to achieve its objective of poverty reduction it must be
through its ability to invest in resilience.

The priorities are clear, and our strategies for poverty reduction and increased national resilience
have been conclusively agreed. We are confident that investments in political stability, improved
security and a stronger economy will deliver the positive impacts we, and the whole nation, are
seeking. We have set a bold target for poverty reduction within NDP-9 and our citizens, particularly
those living in vulnerability, are depending on steady and implacable progress towards NDP-9 goals.

Our ability to track progress against this plan is dependent on the availability of statistical data. This
has been strengthened since NDP-8 but Somalia has still some way to go. NDP-9 offers a roadmap
for closing data gaps and the Directorate of National Statistics has ambitious plans for important
surveys to be completed. Monitoring progress will be on a much stronger footing in the near-term.

My acknowledgements and thanks are required and extend to a large cadre of partners,
stakeholders, donors and team members. The effort put into NDP-9 was impressive and would not
have happened without the able leaderships of President Mohamed Abdullahi Mohamed “Farmajo”,
Prime Minister Hassan Ali Khaire, Deputy Minister of MoPIED, Fahma Ahmed Nur, Permanent
Secretary of MoPIED, Abdikadir Adan, and the tireless work of the NDP-9 team under the leadership
of the Program Manager, Asad Yusuf Qanyare. Somalia is in your debt.

Gamal M Hassan
Minister of Planning, Investment and Eco

Federal Government of Somalia
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> EXECUTIVE SUMMARY

The Federal Government of Somalia presents the ninth National Development Plan (NDP-9), 2020-2024,
which provides the nation with a path leading to economic growth and reduction of poverty within the
) next five years.

Somalia has a long tradition of national planning, stretching back decades. NDP-9 builds on the progress
of and lessons learned from the eighth NDP (NPD-8), which is set to expire at the end of this year. Its
goal is to reduce poverty and inequality through inclusive economic growth and employment, improved
security and rule of law, and strengthened political stability.

Somalia’s recent history of conflict is well-known. Less well-known, perhaps, is the development
progress made by the country over the past seven years. In this regard, Somalia has taken important
steps towards the establishment of a federal system of government and sound fiscal and monetary
systems, which have supported moderate recent economic growth (approximately 3 percent GDP
annual growth in 2018). A stronger government has been met with encouraging signs of community
reconciliation and an enhanced capacity for local governance in many regions across the nation.

However, while these signs of development are hopeful, many challenges remain. Recent economic
growth has not been enough to lift living standards significantly and poverty remains high. As a result,
Somalia’s key human development indicators are amongst the lowest in the world. Therefore, NDP-9
outlines an extensive poverty analysis diagnosing many of its root causes, including conflict, political
instability, climate-related disaster and a still weak economy. Somalia also carries substantial
international debt obligations that threaten to hinder development and burden future generations.

The completion of NDP-9 as a compliant interim Poverty Reduction Strategy Paper (iPRSP) will allow
Somalia to seek debt relief as part of the Heavily Indebted Poor Countries (HIPC) Initiative, which in itself
will be a significant milestone in the country’s process of poverty reduction. In line with the guiding
principles for iPRSPs, NDP-9:

e Has been Somalia-driven and based on broad participation of Somalis through stakeholder
consultations across regions;

e Has a medium to long-term perspective in terms of its developmental vision and strategic
interventions;

® |s built on a comprehensive multidimensional poverty reduction strategy with sustainable
inclusive growth and economic diversification at its heart;

® |s results-focused, with a feasible and clear monitoring and evaluation framework, to ensure
that limited resources available are allocated to those interventions with the largest potential
impact.

As an interim PRSP, the scope for both development targets and government reform is more
conservative in NPD-9 than it would be in a full poverty reduction plan. In this regard, the aims of NDP-9
are to show progress in the right direction in key national priorities. The intent, therefore, is to monitor
and adjust the plan, including baselines, targets and interventions, over its implementation and as data
becomes available.
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Stakeholder consultations

Several rounds of consultations were conducted, with the first, most extensive one in January and
February 2019. Workshops were held in five Federal Member States (FMS), the Benadir Regional
Administration (BRA) and in Mogadishu with representatives of the private sector, non-state/civil
society organizations, state governments and members of the Parliament. Stakeholders were asked to
identify both the root causes of poverty in their communities and the priority interventions by which
they could be addressed. Though regional preferences were evident, particularly when addressing
priority interventions, surprising consensus around the causes of poverty was observed among these
disparate groups.

Drivers of Poverty

Though the list of poverty drivers was lengthy, over half of the stakeholders mentioned, among the key
drivers, four issues, all of which are national and broad in nature: conflict and political stability; natural
disaster; insecurity and the weak rule of law; and poor governance.

Top Four Poverty Drivers Priority Interventions
62% 64% 66% 68% 70% 2% 74% 76% 78% 80% 6% 28% 50% 53% 54% 56% 5%

Interventions for Poverty Reduction

Equally, when it came to priority interventions to reduce poverty, four thematic areas dominated the
response: improved security & rule of law; productive sector development, improved transport
infrastructure and improvement in water management (infrastructure).

The second round of consultations included the Somali National Development Council (NDC), which took
account of stakeholder feedback and evidence from the analysis presented in the first draft of the NDP,
and proposed three overarching national priorities: 1) inclusive and accountable politics; 2) improved
security and the rule of law; and, 3) inclusive economic and employment growth. A full range of
consultations were also held with the Directors General of federal line ministries in order to identify and
map, within the framework of the NDP and the Government’s Recovery and Resilience Framework, their
five-year priorities, based on recent roadmap agreements with the Office of the Prime Minister.

Second and third round consultations were also held with Development Partners who, working with the
Government, will continue to be important actors in meeting poverty reduction goals.
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Poverty Analysis

Somalia faces a number of constraints in formulating evidence-based policies and plans, most important
among which is scarce household and sectoral data. However, the National Directorate of Statistics
(NDS) has made significant strides in the past few years. An innovative series of household surveys were
conducted by the World Bank, in collaboration with the Government of Somalia, in 2015/16 and
2017/18. An analysis of the data from these High Frequency Surveys! (SHFS) formed the basis of the
detailed poverty analysis for NDP-9.

The resulting picture of monetary poverty indicated that 69 percent of Somalis live under the
international poverty line of US$1.90 a day (in 2011 PPP dollars). Disaggregated data, along with the
levels of severity of poverty, indicate that internally displaced persons (IDPs) and the rural population
(both agro-pastoralists and nomads) have the highest rates of monetary poverty. An additional 10
percent of the population live within 20 percent of the poverty line, making almost 80 percent of the
entire Somali population vulnerable to external shocks such as natural disasters, conflict and economic
disruption, however small. Remittances, which form a vital source not only of risk mitigation but also of
investments, totalled USS1.4 billion in 2018 and benefited up to 20 percent of the population,
accounting for almost 37 percent of their estimated household expenditures.

Alongside monetary poverty, there are other less discernible aspects of deprivation. Poverty is multi-
dimensional in nature, as demonstrated by multiple socio-economic outcomes, with health, education
and living standard indicators all lagging regional and global averages. Maternal mortality ratios in
Somalia are amongst the highest in the world, as are levels of childhood stunting and under-five
mortality rates. Primary school enrolment is persistently low, averaging 33 percent nationally, with
rural, nomad and female participation being the lowest.

Somalis experience deprivation in two additional dimensions: lack of physical safety and lack of
empowerment. The first dimension has roots in both conflict and climate emergencies which have led
to large-scale displacement and insecurity. Access to justice and the police present a mixed picture,
with rural citizens relying mainly on traditional, clan-based protection and dispute resolution.

Lack of empowerment has led to exclusion, a feature of poverty that impacts three groups
disproportionately, particularly when it comes to economic participation: women, IDPs and youth.
Although the most current Population Estimate Survey? (PESS) was completed in 2014, estimates have
been prepared for relevant demographic groups. Women represent 56 percent of the population and
generate up to 70 percent of household income but are under-represented in the formal labour force.
Somalia has a predominantly young population, with over 80 percent estimated to be under the age of
35, enduring an unemployment rate of approximately 70 percent. As of 2017, almost 2.1 million (of an
estimated 15 million) Somalis were categorized as internally displaced. For these three groups, poverty
rates are high and socio-economic outcomes are substantially low. The result is significant inequality and
lost opportunity. Location, cultural norms and clannism are factors that deepen the consequences of
exclusion.

! World Bank has recently published the Somalia Poverty and Vulnerability Assessment (SPVA) report using this
data and analysis.

2 The government plans to conduct a Census within the lifetime of NDP-9 which will start with developing a census
roadmap that will undergo a consultative and inclusive process.
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The demographic shifts created by displacement have also changed the face of Somali lifestyles:
displacement has predominantly been rural citizens to urban, usually in the aftermath of conflict or
natural disaster. From a once predominantly rural population, Somalia is currently projected to be over
50 percent urbanized within the next six years — an issue that poses considerable challenges for public
policymaking in the context of weak institutions and limited economic means, and in terms of coping
with pressures from infrastructural needs resulting from rapid urbanisation.

The detailed poverty analysis presented in NDP-9 identifies the following groups as the most vulnerable:
rural Somalis (including both agro-pastoralists and nomads); women; youth; other excluded groups,
including persons with disabilities; and IDPs.

Strategy Framework

NDP-9 addresses the root causes of poverty and aims to improve the impacts of poverty experienced by
households and individuals.

Analysis indicates that poverty in Somalia is driven by political fragility, conflict, insecurity and
lawlessness, and exacerbated by climate emergencies. Political stability, security and the rule of law
must improve to create the conditions in which efforts to support and climate proof economic growth
can succeed. Social development is needed to fuel and sustain economic growth, through human capital
development, social protection and disaster risk management. The poverty strategy for NDP-9 is
therefore organized in four pillars: Inclusive and Accountable Politics; Improved Security and the Rule of
Law; Inclusive Economic Growth (including increased employment) and Improved Social Development.
By focusing interventions in these four pillars, Somalia will be addressing the root causes of poverty.
These organizing pillars align with the three national development priorities identified.

Cross-cutting policies (imperatives) are integrated into each pillar, representing an important strategy
for both targeting and prioritizing interventions:

a) Strengthen gender, human rights and other kinds of social equity

b) Build the resilience of households, communities and the government

c) Better manage Somalia’s environment and its natural resources

d) Prioritise durable solutions to long term displacement

e) Strengthen the interface between humanitarian and development planning
f) Make governance improvements a priority in each pillar

NDP-9 serves 1) as a roadmap for the FGS for interventions and investments over the next five years, 2)
as a source of strategy and alignment for FMS plans, and 3) as a guide for development partners in their
planning. The cross-cutting policy imperatives have been outlined not only as explicit features for pillar
strategies, but also to inform and shape future programs and projects launched in response to the NDP.

The inter-dependence of pillars and their supporting strategies requires that NDP-9 be viewed as
iterative, concurrent and non-linear in nature. Progress in one pillar is not dependent on the completion
of a second pillar, but rather should be seen as mutually reinforcing programmes of action. An
imperative for Somalia, and NDP-9, is to approach implementation as a multi-dimensional effort. In this
way pillar-specific progress can be a spur to other pillar areas, accelerating poverty reduction across the
planning period.
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Poverty Reduction Strategy

Development and poverty reduction in Somalia are dependent on making progress on four causes of
poverty and under-development: political fragility (inclusive politics), conflict (security and rule of law),
weak economy (economic growth and employment), and community vulnerability (social development),
all requiring a framework of strengthened governance. It must address these within the increasing
frequency of climate events and community displacement.

Two factors significantly shape the interim poverty reduction strategy presented in NDP-9. One is the
modest level of FGS revenue across the five-year plan, which will constrain government investment. The
other is the scope of the challenges and needs in each of the pillar areas. The gap between resources
and requirements will not be closed in five years. However NDP-9 outlines a phasing of priorities where
early and dependent actions are taken in response to the opportunities available within the pillar. Doing
so will produce change quickly and in the right direction and provide a foundation for future action. The
interventions have also been chosen to reflect inter-pillar dependencies, so that multiple pillar benefits
are realized with a single investment.

Pillar 1: Inclusive and Accountable Politics and Reconciliation

The NDP-9 stakeholder consultations indicated a widespread belief that lasting poverty reduction and
economic growth is contingent on continued progress towards the creation of a stable and inclusive
political system in Somalia. The NDP-9’s analysis of poverty and of the country’s vital security sector
confirm that effective and inclusive politics is a sine qua non for reducing insecurity, strengthening the
rule of law, improving governance, and accelerating economic and social development.

Challenges highlighted in this pillar include:
e Anincomplete and ambiguous Provisional Constitution.

e A newly established federal system arrangement that is only partly able to provide the legal and
institutional frameworks for tax and customs collection, revenue and resource sharing, agreed
roles and responsibilities, inter-regional trade, shared security and justice arrangements and
fiscal federalism.

e Institutional weakness that hinders effective governance, service delivery and citizen protection.

e Insufficient participation in the political process for some groups including minorities and
women.

This pillar’s desired outcome is to make substantial progress towards a stable and peaceful federal
Somalia with an effectively decentralized, functional democratic system based on inclusive political
processes.

In order to make progress towards this vision, and to address the pillar challenges, the following
strategies and interventions have been highlighted in NDP-9:

Deepening the Federalization Process — This strategy builds on promising progress and aims to deepen
agreements between Federal Government of Somalia (FGS) and FMS stakeholders over important
constitutional arrangements, including tax and customs arrangements, roles and responsibilities,
improving inter-governmental relations, and the review and development of relevant laws and policies
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and regulations. Over the period of NDP-9 the goal is to formalize these agreements to such an extent
that devolution of roles and responsibilities to FMS and local governments can take place.

Stabilization and Establishment of Local Governance — Communities rely on local government for the
bulk of their services and support. Strengthening local government is a priority for NDP-9. This requires
the drafting and enactment of a Local Government Act, the re-establishment of local/district councils,
and the capacitation of its institutions. The most at-risk districts include those that are newly liberated
from al-Al-Shabaab. This strategy outlines interventions aimed at providing support to these areas in
the form of community recovery projects. In both local government and FGS and FMS, Somali women
are seeking greater representation in employment as well as in higher levels of political participation as
outlined in the ratified Somali Women’s Charter.

Finalization, Ratification and Implementation of the Constitution — The ratification of the Somalia
Constitution is a fundamental milestone that is both a prerequisite and dependent on the formalization
of a stable and agreed federal system and on the harmonization of laws and regulations. It also requires
support and understanding from Somali citizens. Ongoing technical and legal reviews, public dialogues
and awareness-raising will take place as early interventions, leading to parliamentary adoption and
national constituent assembly ratification.

Preparation and Conduct of Fair and Credible Elections in 2020/21 and 2024 — Preparation for these
elections requires early investments in completing legal frameworks, including election and political
party laws, the official registration of political parties (to be completed in at least 9 regions) and the
registration of all eligible Somali voters (in all peaceful regions). The participation of women and
minority groups is an important objective.

Two important cross-cutting imperatives are also outlined in this pillar:

Implementing the National Reconciliation Framework/ Process (NRF/NRP) — Reconciliation is
fundamental to development and poverty reduction. Somalia has developed a National Reconciliation
Framework and Process aimed at community healing. The NRF/NRP must now be devolved and
operationalized at the local level.

Institutional Capacity Development — Crucial to community trust and development is the provision of fair
and effective governance. It is a requirement that cuts across all pillars. Pillar 1 outlines interventions
for the strengthening of government capacity, including the operations of core government, local
government, and relevant political institutions (such as the National Independent Election Commission).
To support evidence-based policy making, data collection and monitoring will be an early focus.

Pillar 2: Improved Security and the Rule of Law

Conflict and injustice significantly contribute to poverty — as was highlighted by stakeholder
consultations, research and the poverty analysis. Though a lack of both security and justice is a national
issue, the costs of their absence impact vulnerable people disproportionately. A lack of security, or
conflict over resources, touches everyday lives and restricts movement and economic opportunity. The
rule of law is the framework for the provision of security, but the collapse of central government in 1991
and the subsequent civil war brought about the disintegration of rule of law and Somalia’s justice
systems. The provision of security and the strengthening of the country’s systems of justice, therefore,
are considered urgent priorities for NDP-9 both for developmental and poverty reduction purposes.
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Highlighted constraints in this pillar include:

e Inadequately unified, trained and equipped National Security Forces (although significant
progress has been made)

e Ongoing threats of terrorism

e Emerging concerns from climate change (for example, water scarcity), an unprotected
coastline and modern-day threats such as cyber-security

e loss of judicial capacity and infrastructure, including insufficient enforcement capacity,
exacerbated by severe underfunding

e Competing and unharmonized justice systems (traditional and formal), creating uneven
access to justice and the judiciary system

e Outdated criminal and civil codes, accompanied by inadequate federal arrangements to
provide independence of the judiciary

e A weakened system of judicial institutions, including correction and rehabilitation centres
and orphanages.

The desired outcome for the Security Sector component of NDP-9 is the foundation of a security sector
that serves the expectations of its citizens and the purpose of ensuring security and stability. The
desired outcome for the Rule of Law and the Justice Sector reform is progress towards secure and
equitable access to affordable justice and increasing public trust and confidence in the judiciary.

In order to make progress towards this vision, and to address the pillar challenges, the following
strategies have been highlighted in NDP-9, with the Security sector covered first:

Reforming and Strengthening the Security Sector

The programs and interventions within this sector are guided by the principles and guidelines of the
Security Pact agreed by the Federal Government of Somalia (FGS) and international partners in May
2017. NDP-9 outlines progress made in the past two years under NDP-8 in terms of structural,
operational and managerial transformation in the security sector and sets out proposals that build upon
ongoing efforts in security sector reform (SSR).

e Enhancing the ongoing Integration of the Somali National Armed Forces (SNA)

e Implementing the Security Sector Reform (SSR) Plan —including establishment of Ministry of
Defence (MoD) legal framework; implementation of registration and payroll reforms; and
other milestones outlined in the Plan.

e Implement the Somali Transitional Plan and the National Security Architecture — implement
the core activities and phases of the transition plan, including stabilization of major towns

e Strengthen the Capacity of the Ministry of Interior, Ministry of Defence and the Somali
National Armed Forces in line with international conventions on protection of civilians,
gender and human rights — institutional strengthening of key security ministries, including
the Ministry of Internal Security (MolS), MoD, and enhancing inter-ministerial cooperation

e Enhancement of Maritime Security through the Establishment and Capacity development of
Maritime Police Unit (MPU)

e Developing Cross-Ministerial Responses to Emerging Threats — supporting the formulation
and implementation of a Water Management Master Plan; establishment of Coast Guard
and Navy; a National Framework for Cyber Threats.
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The provision of security is important for all Somalis, but it is especially important for women and IDPs.
Somalia’s Women'’s Charter outlines the threat of gender-based violence, and measures to counter this.
The Durable Solutions Program outlines the threats and challenges faced by IDPs with suggested
remedies in areas of security, but also in justice and in employment (covered later).

Strengthening the Rule of Law

Improving the Corrections System — Priority interventions include reforming the Custodial Corps,
Correctional Services and Prisons in compliance with international human rights standards. Proper
segregation of prisons and corrections personnel, along with biometric, registration and payroll reforms
are also targeted. Included in this strategy is the reform of rehabilitation centres and orphanages,
supported by modern regulatory frameworks.

Reforming the Judicial System — Completing and implementing the justice and corrections model for
Somalia, including drafting, reviewing, amending and translating the key legislations for rebuilding the
country and its judicial institutions. Capacity development of the judges, prosecutors and others is also
required.

Reforming the Judiciary — The Ministry of Justice Strategic plan outlines a number of priorities including
working with the relevant stakeholders for swift action on establishing the Judiciary Services
Commission; investment in infrastructure, security, enforcement of judgements and fines and
establishing a secure budget for the independent operations of this branch of government.

Strengthening the Security Service Delivery Capacity of the Police Forces — As outlined in the New
Policing Model (NPM), many programs and interventions are ongoing and will be further implemented
including the continuation of the security institution reform process, the review of Human Resources,
payroll reform and financial procedure for the police force and all other security institutions, as well as
the continuation of on-going integration and institutionalization of existing regional police forces.

Improving Equitable Access to Justice and Protecting the Most Vulnerable — Securing and improving
access to justice and increasing public trust and confidence in the judiciary through strengthening Legal
Aid and modern public intake models to enhance access to justice for the most vulnerable. Alternative
resolution approaches, including administrative decisions, will be investigated to expedite the process.
Efforts will be made to harmonize the parallel systems of traditional and legal resolution systems by
reforming, modernizing and delivering effective Alternative Dispute Resolution (ADR) systems as a
means to fill the gap until such time that formal systems are in place on all levels of government.

Two important cross-cutting imperatives are also outlined in this pillar:

Embedding Human Rights — Somalia recognizes the value and power of operating within a framework of
human rights and plans the integration of human rights into the Constitution Review Process, and the
review of existing legislation for inclusion of human rights. Citizens will be empowered to demand and
understand their rights, while ensuring security agencies understand and operationalize these rights.

Strengthening Anti-Corruption — This is a government-wide, indeed nation-wide, imperative. The
intention is to strengthen national legislation and improve Somalia’s international standing. But it will
also be operationalized within government standards of transparency and probity. Strengthening of
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Public Finance Management and oversight by the Office of the Prime Minister, Central Bank and
Ministry of Finance are important components.

Pillar 3: Economic Development

At the heart of the economic strategy is a desire to transform the economy by improving the resilience
of the traditional livestock and crop production industries to better meet the growing challenges from
climate change, while at the same time inducing growth elsewhere in the private sector to broaden and
sustain the growth and provide greater employment opportunities. Though all pillars, working together,
are required to make substantial progress in poverty reduction, it is within the Economic Pillar where
the earliest and most promising impacts can be realized.

Somalia has been experiencing modest economic growth, reflecting the resilience of its entrepreneurial
spirit, but it has been insufficient to match population growth or to provide sufficient employment for
the young, the vulnerable and the poor. Economic growth is needed, but beyond mere economic
growth what is required is an equitable, formal and regulated market which provides inclusive
employment opportunities. Wealth creation that favours only the advantaged will not suffice.

The main constraints to economic growth include:

e Economic growth has rebounded, but a 3 percent annual GDP growth rate is insufficient to
match population growth

e Domestic revenue for the FGS is growing but is still low (US$184 million in 2018) with the major
part allocated to salaries (primarily security and administration).

e Tax and other government revenue are dependent on access, presence and control of ports of
entry and commercial centres.

e (Capital spending is a small fraction (less than 6% in 2018) of the FGS budget, which is insufficient
to meet the infrastructures needs in post-conflict Somalia. In addition, there are limited
resources to fund necessary spending on newly built infrastructure

e An undiversified economy, reliant on livestock and crops, is disproportionately exposed to
climate risk and disaster, with resulting higher poverty and displacement rates for the rural
population

e Food insecurity is linked to climate risks and leads to a national reliance on imports, creating a
large imbalance between exports and imports and to poor nutritional outcomes for the
vulnerable. In 2018 exports totalled US$675 million, of which US$409 million was livestock,
while imports totalled almost US$3.5 billion — much of it food.

e Unemployment rates among young adults and women are very high, with a mismatch between
jobs and skills

e Conflict and climate disaster have led to substantial population displacement, creating pressures
within IDP camps and their host communities, and high rates of IDP unemployment

Many opportunities exist within a range of sectors and industries. Some are traditional (agriculture and
livestock); some have emerged in response to new technologies or need (telecommunications, mobile
money, financial services), while others offer new promises (petroleum, fishing, light manufacturing, and
service industries). The need is great, the opportunities are wide, but Somalia’s resources and capacity
are limited, so NDP-9 outlines a feasible five-year economic strategy.
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Government to play an increasing role in improving the functioning of market

Government will improve the business environment through effective reforms that positively affect
policy, institutional, regulatory, infrastructure and cultural conditions that govern formal and informal
business activities.

Enabling Business Environment — The vibrant private sector is an opportunity to be leveraged, but that
requires government to play its role in establishing an enabling environment. Protection of intellectual
property rights (IPR), copyright, trademark and other pieces of supportive legislation, with
accompanying enforcement, are needed to encourage investment and innovation. The government will
meet the standards laid out in the Doing Business Survey, including streamlining the processes needed
to operate a business. On the one hand, it will develop an administrative and legal framework that is
more responsive and accountable to the public and limits the influence of special interests that
otherwise would use public agencies to advance their interests rather than the public interest. On the
other hand, government will support networking and business association through a Chamber of
Commerce to build organisational capacity necessary to legitimately influence and shape public
policymaking.

Regulating the Market — A level and safe playing field is required and one of a government’s primary
roles is to establish the legislation, regulations and oversight of industries to ensure they are
competitive, fair, safe and monitored.

An early priority for government, therefore, exists within the economic governance agenda.

Investment in the Traditional Economic Strengths of Somalia to Promote Sustainable
Production, Employment and Food Security

Traditional Economy — Livestock and agriculture dominate the economy of Somalia, in terms of export,
domestic consumption and employment. However, there are risks in remaining an undiversified
economy, especially with the impacts of climate change on these sectors and the unpredictability of
livestock and agriculture commodity markets. Investments linked to disease prevention, animal health
and nutrition, improved crop productivity through better production methods and climate resilient
techniques and the strengthening of value-chains, can deliver improved economic results in a
sustainable way.

Employment — A focus on these industries provides early advantages: it creates large-scale employment
opportunities, especially for four of the more vulnerable groups (rural, youth, women and IDPs) without
a commensurate need for education or new skills training. It will also provide incentives for rural
farmers and nomads to remain in place and stem and potentially reverse the flow of displacement.

Food Security — Malnutrition levels are too high in Somalia, with mothers and young children suffering
disproportionately. A significant portion of the household budget is spent on food while millions face
the threat of starvation. The balance of payments for Somalia is skewed by the reality of food
insecurity. Investments in the traditional sectors, particularly ones directed at new climate realities, will
address these economic and household level risks.

Oversight and Investment in Supporting Utilities
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Power Master Plan — With the collapse of government-provided utilities, including power, private sector
providers sprang up to fill the void. The resulting production and supply of utilities in an unregulated
market with no or little quality control and safety pose a considerable economic policy challenge. For
example, Somalia has the highest electricity charges in the world and, as a result, Somali citizens use
charcoal and wood, decimating the forest stock. Somalia has produced and is implementing a Power
Master Plan which outlines plans to increase energy production, increase the supply of renewable
energy, and for government to establish regulatory authorities and a legislative framework to improve
the market efficiency.

Water Master Plan — The scarcity of water impacts at the household and community level, in health
outcomes, as well as in the economy. Water is especially important in the traditional livestock and
agriculture sectors and is often the source of conflict. An early priority, therefore, is the creation of a
Water Management Master Plan. In this regard, stakeholder consultations across the country called for:

e Mobilisation of resource for large-scale investments in watershed management and
infrastructure to mitigate the impact of extreme cycles of rainfall, floods and drought will be
critical for the resilience of Somali livelihoods dependent on livestock

e Rehabilitation of the pre-war irrigation and flood control infrastructure in southern Somalia to
improve supply of surface water availability to agriculture

Diversification of the economy

Reforms and investments to enhance the economic contribution of a number of promising sectors
including financial, telecommunication, construction and petroleum, as well as the expansion of
international trade, are necessary to broaden growth, alongside the improved resilience and
productivity of the traditional sectors.

Industry specific legislation and investment — There are a number of existing sectors (fishing, ICT,
financial services) and newly emerging ones (services, manufacturing and petroleum) that require
specific legislation and support, in addition to the overall regulatory framework covered above.

Enabling investment — This priority is tightly linked to the strengthening of the macro-economic
framework and completion of Public Finance Management. External investors require confidence that
they can invest funds in Somalia and realize a return. Equally the financial services industry must be
capable of handling transactions while meeting the standards of anti-money-laundering and anti-
terrorist-funding legislation. Mobile money, tied to developments in ICT, has provided support to
Somali households through remittances, as well as some investment in small businesses.

Skills training — Poor educational outcomes impact on the level of employable skills. Investment in TVET
and other vocational training and apprenticeships will be offered, particularly to the disadvantaged,
including youth and women. The Somali Women’s Charter outlines their expectations with regards to
economic opportunities, and both Somali Women and Somali Youth have recently approved National
Strategies which directly impact in this area. There are particular industries that favour female
employment, such as fish processing and small retail (especially in the informal sector).

Formalizing the Informal Sector — The extent of both informal businesses and their employment levels
are unknown but they probably form the dominant part of the Somali economy. Part of the economic
strategy is to formalize these businesses, offering them a framework of certainty through flexible
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regulation and tailored business services, offering greater protection from extortion, while benefiting
from tax revenue. Linked to the initiatives within the enabling business environment covered above, the
Somali government will look to incentivize the formalization of these businesses.

Social and Human Development

Stakeholder consultations and the NDP-9 poverty analysis consistently identified low levels of education
and poor access to other basic public services (such as health, water and sanitation) as leading causes of
poverty. As such these issues were identified as priorities for future government action and will be
carried out within an overall strategy of Human Capital Development. In addition, 27 percent of the
priority needs identified by the Government’s Recovery and Resilience Framework (RRF) concern the
restoration and improvement of public services. The sustainable provision by Government of quality
public services is central to Somalia’s poverty reduction strategy and for building resilience for Somali
citizens to economic, conflict and environmental shocks.

The main challenges in this sector include:

e Social development spending is a small fraction of the FGS government budget (526 million US
in 2018) — the gap between what is available versus what is needed exceeds the current budget
by twenty-five to fifty fold

e Current education and health outcomes, especially for women and girls, threaten to limit the
human development potential of the next generation, unless investments are made now

e These outcomes include one of the highest maternal mortality ratios in the world (732 per
100,000 live births), coupled with high fertility rates (6.7 births per woman) and low access to
reproductive health

e Young children have high rates of stunting from malnutrition, a life-long impact which reduces
their educational and economic thriving

e The current provision of education and health is dominated by private sector providers. This
makes access out of reach for the very poor, who either do not receive these services, or do so
through unsustainable humanitarian services

e Educational outcomes are low, with an average 33 percent enrolment in primary school, and 64
percent survival rates to Grade 5, and perhaps fewer than 30 percent of teachers have
professional qualifications

e Health and school infrastructure is in urgent need of repair, rehabilitation or construction, with
insufficient capital and O&M budgets

e Two-thirds of Somali households experienced at least one shock in 2018. The household level of
poverty and vulnerability makes them especially susceptible to shocks, making social protection,
including food security, particularly urgent.

e Somalia is rapidly urbanizing, due in large part to internal displacement, and may soon transition
from a dominantly rural population to a city one. This has put pressure on the delivery of basic
services, especially to IDP camps.

A range of priorities will be addressed within Health, Education and Social Protection. Two important
principles frame these priorities:

e The government’s ability to fund these sectors is beyond the scope of NDP-9’s timeframe. A
large strategic question remains: Will Somalia choose to have these services delivered in future
as a universal public service? Or will they choose to regulate the private sector providers while
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ensuring access, or will there be a hybrid model? It is premature to answer these questions.
Rather, NDP-9 offers a focus on regulating the private sector while looking to engage with
development partners to ensure provision to the vulnerable.

e Human Capital Development offers a powerful framework for strategic interventions, and
MoPIED has supported a Human Capital Development Strategy focused on investments in
education, training and cultural values.

Improving Health Access and Outcomes

Institutional Oversight and Strengthening — Setting the legal and oversight framework is a priority, linked
to strengthening the Health Management Information System, and institutional strengthening of the
Ministry of Health, and state and municipal government health bodies and Ministries. Standards will be
set and enforced for private sector providers, ensuring safety and hygiene standards are met.

Focusing on most pressing health challenges — Maternal and early childhood health outcomes are urgent
challenges, including reducing malnutrition and childhood stunting, preventable diseases (including
increased immunizations), maternal health (including reproductive health), reduced levels of female
genital mutilation (FGM), and greater access to clean water and sanitation (in homes as well as in health
clinics).

Focusing on the most vulnerable — Rural citizens along with IDPs, and those in newly liberated areas,
have the least access to health care. Somalia will coordinate with development partners to ensure
coverage. Government will partner with non-state providers to rehabilitate or construct health clinics
and will increase distribution of Essential Health Service Packages.

Improving Education and Training

Education was identified as the priority social development sector by stakeholders and analysis.

Institutional Oversight and Strengthening — Setting the legal and oversight framework is a priority, linked
to strengthening the Education Management Information System, and institutional strengthening of the
Ministry of Education, and state and municipal government education bodies and Ministries, and school
boards. Standards will be set and enforced for private sector providers, ensuring professional and
hygiene standards are met.

Focusing on education initiatives for the most vulnerable — Low enrolment rates for primary and
secondary schools, especially for girls and those in rural locations, must be addressed and improved.
Recruitment of female teachers and reaching out to households to pursue them to send girls to schools
may improve the baseline. So too will investment in school infrastructure, school water and sanitation
facilities, and improvements in security. Somalia will partner with development agencies to ensure
provision for those who can’t afford private schooling. Newly liberated areas will be a focus for
schooling and health services.

A national framework of qualifications — Continuing to roll-out new a standard curriculum, hiring
qualified teachers, or training existing unqualified staff, and establishment of the National Qualifications
Framework and Authority.

Targeting a large cohort of youth — In consultation with employers, labour groups and private sector
organizations, vocational training programs, with a particular focus on TVET, will be established to
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provide the technical and vocational skills needed for the labour market. In addition to TVET skills and
apprenticeships, skill development in entrepreneurship and services will be encouraged.

Improving Social Protection

The newly approved Social Protection Policy of Somalia outlines the intentions of government to provide
for greater social protection.

Priorities in NDP-9 include:

Greater access to national identification documents — The provision of social protection programmes will
require registration. Persistently low levels of Somali ownership of national identification requires an
early intervention.

Progress on national policies, strategies and Charters protecting vulnerable groups — Somalia has made
substantial progress in developing polices and plans focused on vulnerable groups and situations. These
include the Somali Women’s Charter; the National Youth strategy; Durable Solutions; Human Rights and
Children’s Rights; the National Disability Act; the FGM Act; the National Gender Policy; along with the
Social Protection Policy. Implementation of these policies and enforcement of the legislation are
important aspects of social protection.

Investigation of Social Protection Schemes — This is dependent on government revenue being
strengthened, but government will begin to investigate the shape of such schemes, which could include
public works projects in times of disaster to supplement lost income, particularly for rural citizens.
Unconditional cash transfers are no longer supported by the Federal Government of Somalia in the
context of development and conditional cash transfers will only be supported after robust national ID-
systems are in place.

Improving Nutrition and Food Security — This is linked to interventions in the Economy Pillar and to the
health challenges outlined above. But nutrition becomes especially critical during crisis events. The
government will partner with development agencies to scale-up responses to climate shocks and
drought to ensure the most vulnerable received enough quantity and quality food.

The importance of urban planning and providing services to an increasingly urban Somalia is highlighted
in this pillar chapter. This is linked to the governance cross-cutting issues below.

Two important cross-cutting issues feature in this pillar:

Strengthened Disaster Risk Management — The government has published a National Disaster Policy and
will look to strengthen the Ministry of Humanitarian Affairs and Disaster Management. Establishment of
early warning systems, integrating with existing systems, is an early priority

Strengthened Public Service Delivery — Inherent in the provision of social and human development is the
capacity of government to fund, and deliver, public services. This pillar outlines early strengthening of
the service delivery chain of government, with a focus at the local level.

Macro-Economic and Fiscal Framework

Though not a pillar, the macro-economic and fiscal framework is fundamental to the NDP-9. Its aim is to
promote economic growth in an environment of low inflation, sustainable fiscal position, favourable
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current account and healthy foreign exchange reserves. Monetary and fiscal reforms lay the foundation
for economic recovery and growth by promoting a sustainable medium-term macroeconomic
environment. This in turn promotes infrastructure development, increased investments and exports;
and by improving efficiency in labour markets will promote increased employment opportunities.

Monetary Policies and Financial Sector Reforms

Monetary policy in Somalia is weak because the economy is dollarized due to the lack of credibility of
the Somali Shilling (SOS). The Shilling has not been issued since 1991, so the likelihood that the notes in
circulation are counterfeits is high. A key aspect of financial sector reforms is therefore the introduction
of a new currency to end counterfeiting of the Shilling. All the required legal and operational measures
for the introduction of the new currency have been concluded. Introduction of small denominated
currency (Phase | of the reforms) has been held back by lack of funds and delay in putting in place
frameworks and structures to support the process. Banknotes with larger denominations will be
introduced in Phase Il of the currency reforms.

Financial reforms are intended to build capacity of the Central Bank of Somalia (CBS) to carry out its
mandate by strengthening its operational capabilities to (1) develop and implement independent
monetary policy instruments and reserve management guidelines, and (2) regulate and supervise
financial institutions within its jurisdiction. Legislation and regulations have been enacted to empower
CBS to carry out its functions. The Bank has also been strengthened with the adoption of its new
organizational structure in 2018. The FGS plans to recapitalize the CBS so that it can adequately perform
its regulatory function. The CBS has made progress in enforcing international obligations on anti-money-
laundering and combating the financing of terrorism (AML/CFT).

Fiscal Policy and Management

The aim of the fiscal reform agenda is to enhance revenue mobilization, expenditure controls, and
transparency and accountability in the management of public resources. Implementation of the reforms
has improved in recent years and this has led to increased domestic revenues, realistic national budgets,
and improved execution of the budget. These results have improved the predictability and credibility of
the budgeting processes.

Although the reforms have increased revenue collection, domestic revenues remain very low; and at 4.0
percent of GDP rank among the lowest in the world. Total domestic revenue is projected to cover only
63.2 percent of recurrent expenditure in 2019 leaving the rest of the budget to be financed through
donor support. Overreliance on donor finance is a prominent feature of the FGS budget.

On the expenditure side, compensation of employees and purchase of goods and services account for
the largest share expenditure. Little resources are allocated to capital spending and transfers to FMS.
This expenditure pattern is mirrored at the sector level where administration and defence and security
sectors receive the highest budget allocations, while economic and social services get meagre
allocations. As domestic revenue increase the FGS will raise budget allocations to economic and social
services sectors to enhance service delivery and to finance development projects.

External Debt Management
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In 2018 Somalia’s outstanding total external debt was estimated at US$4.7 billion, of which USS4.5
billion were in arrears. The largest debt is owed to bilateral creditors, followed by multilateral creditors.
Reconciliation of data on external debts has been a challenge since most of the relevant records got lost
during the conflict. Progress has been achieved in this area with 100 percent of multilateral and Paris
Club debt reconciled, while reconciliation of non-Paris Club debt is at about 95 percent. The government
is confident that reconciliation of all external debt will be completed by April 2020.

External debt arrears have made it difficult for Somalia to get financial assistance from international
financial institutions. The FGS is therefore seeking debt relief under the HIPC Initiative. After the IMF
Executive Board endorsed SMP IV as meeting the Upper Credit Tranche (UTC) standards for debt relief,
the process toward reaching Decision Point has commenced. The government is confident that the
process will be concluded by early 2020, enabling the debt relief process to start.

Fiscal Federalism and Intergovernmental Transfers

The 2012 Provisional Constitution (PC) introduced a federal system of governance, but did not provide
clear legal and institutional structures for managing fiscal federalism. It also neither assigned functions
to each level of government nor provided an institutional framework for intergovernmental relations.
On the distribution of revenues, the PC provided that it would be agreed between the FGS and the FMS,
but the subject remains an ongoing process. These issues are being addressed through the FGS/FMS
Intergovernmental Fiscal Forum (IGFF) established to harmonize taxes and address related issues, such
as harmonization of fiscal, budget and accounting frameworks, and revenue sharing. Under the IGFF,
FGS and FMS have agreed on sharing of natural resources and fisheries, and on revenue-sharing. The
Government is reviewing models of fiscal federalism that could be adopted for Somalia. The
Government will further clarify functional assignments of FGS and FMS, mechanisms for revenue
sharing, management of natural resources and borrowing powers for consideration during the ongoing
review of the Constitution under the Constitutional Review Process.

Medium Term Developments (2019-2022)

The medium term economic and fiscal framework provides five-year estimates of national incomes,
prices and public finances. Rising domestic demand, remittances, and donor inflows and consolidation of
peace and security are expected to drive growth in the medium-term. Real GDP is projected to grow at
2.9 percent in 2019 and at 3.2 percent in 2020; and at 3.5 percent thereafter to 2024. Over this period,
inflation is projected to decline from 3 percent in 2019 to 2.7 percent in 2020 and to stay flat for the rest
of the NDP-9 period.

In the medium-term prudent expenditure management will be applied, including implementation of pay
reforms and expenditure controls to ensure operations and maintenance costs remain within budget.
Non-salary expenditures required to support the security sector will be financed from external aid.
Payments for expenditure arrears mostly related to unpaid salaries and allowances totalling US$65.4
million will be given priority. Given a balanced budget policy, expenditures will be reallocated, where
possible, in favour of activities important for effective implementation of NDP-9.

Total expenditures are projected to rise from USS$340.1 million in 2019 to US$363.6 million in 2020 and
USS$436.5 million in 2022. The main expenditures will continue to be compensation to employees and
purchase of goods and services; with expenditures on capital and transfers remaining at low levels.
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In the medium-term, the main sources of domestic revenue will be customs duties, followed by sales tax
on Khat and income tax on government wages and salaries. The government will increase tax revenues
by reforming tax administration, expansion of the tax base, and customs reforms. In this respect, the
Federal Government will issue licenses to businesses to obtain information for assessing tax liabilities of
companies. Grants will continue to be a major source of revenue, contributing between 45 and 46
percent of total revenue over the 2019-2022 plan period.

Budget Allocations by Sector

Sector budget projections indicate the level of ambition in financing NDP sector priorities. Overall, in the
medium-term, domestic revenues and on-budget donor support are not sufficient to scale up
reallocation of budgets within sectors towards key NDP9 priorities, such as the social sector and capital
spending. Administration, defence and security sectors will continue to receive the largest budget
allocations over the 2019-2022 period. However, allocations to projects and the social sectors will rise
over time.

Aligning Donor Resources to NDP9 Priorities

Since the FGS budget can only finance recurrent expenditure with little funds left for development,
alternative sources of funding must be identified for implementation of NDP-9 priorities. In this regard,
it is recommended that donors are approached to align their ODA expenditures to NDP-9 priorities. This
would require an agreement with the donors on a mechanism for monitoring their financing and
implementation of some plan priorities; and a modality for evaluating the impact of the support. The
process would have to start with the costing of all the interventions (priorities) of NDP-9.

Government Investment Plan

Somalia has significant constraints and strengths, which shape the priorities for investment by the
government for NDP-9. Each pillar area outlines the sectoral background and analysis, along with
specific pillar challenges, strategies and interventions, prioritized and sequenced across the five-year
plan. These national constraints and opportunities have shaped the short-term government investment
plan, with the most significant being the very low level of available government resources.

Opportunities

Somalia has a number of strengths and opportunities to leverage for an overall national development
strategy.

e Remittances have totalled USS$1 billion or more over each of the past four years and represent
20 percent of GDP. More importantly, they represent a lifeline to vulnerable and poor
households. Poverty is estimated to be five percentage points lower in households receiving
remittances, with the major part of the remittance funding household expenditures, particularly
food.

e The capacity of the FGS, particularly in core and central agencies, is being strengthened. This
includes the Office of the Prime Minister, the Ministries of Finance, Planning, Investment and
Economic Development, amongst others. Line ministries have strengthened their strategic
planning capacity. And the Directorate of National Statistics has several pipeline surveys either
underway or in planning stages, marking important developments in strengthening national
statistics. Several important policies and treaties have been ratified, including Rights of the
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Child, the Women’s Charter for Somalia, policies on employment, national statistics, youth, and
others.

e Ongoing negotiations and agreements are strengthening the federal system in Somalia,
arrangements which are critical for national development. Increasing sub-national transfers are
an indication of a strengthened federal system.

e Equally, efforts to bring peace across Somalia have been bearing fruit, with conflict-driven
displacements trending lower.

e Economic inclusion of women and the youth, both representing majorities in the Somali
population, becomes an exciting opportunity. Even modest improvements in labour force
participation, health, education and mortality rates will lead to measurable improvements in the
GDP growth and the lifting of households out of poverty.

e The final opportunity is perhaps the most strategic one, certainly in the short-term. The
resilience of the private sector has been a feature of Somali development across turbulent
decades. An entrepreneurial spirit has persisted in the midst of conflict and institutional
collapse. The private sector has filled the vacuum and is now a dominant provider of education,
health, utilities (such as telecommunications and energy) and transport. However with the
private sector largely unregulated, this leaves provision of services, and entrepreneurial
opportunities, uneven, with those unable to pay facing the risk of being left behind.

NDP-9 outlines a four-pillar strategy, with a list of interventions in each pillar significantly longer than
can be achieved by government means. However they form important planks in the poverty reduction
strategy and Somalia will rely on development partners in joint action over the five-year plan.

Short-term strategy

In choosing where to target investments, NDP-9 made some choices based on ongoing support from
development partners. These include:

e Significant efforts and funding have been directed towards Security Reform and Inclusive
Politics. These are both important pre-conditions for successful development, but partnerships
and plans are well underway.

e The funding gap between social development needs and currently available resources is
enormous and beyond the scope of this plan to close. Those who can afford to buy these
services from the private sector are doing so; those who cannot afford these services can,
depending on location, find them from alternative providers (Development Partners, CSOs,
Community Schemes, etc.).

e Economic development and employment are identified as a primary objective for NDP-9, with
early and strategic investment from the government. The intent, however, is not unequal
growth, or jobless growth, but rather inclusive employment-generating growth targeting the
most excluded and vulnerable where possible.

Though the overall strategy is to leverage opportunities and address challenges, the particular short-
term strategy for NDP-9 economic development is three-fold:

e (Creating an enabling environment for the private sector, to promote increased growth,
increased employment and increased competition
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e Building government’s capacity to increasingly play its role, in terms of regulation, enforcement,
a fair playing field, regional trade, resiliency and transparent operations, within a sound macro-
economic framework

e Ensuring through collaboration between the government and its development partners, that the
excluded and vulnerable are empowered participants.

Budget

The Government investment plan for the first year of known budget resources that are unearmarked are
allocated as follows:

Strategy Intervention Budget
Enabling Business Legislation, Regulations, Capacity Development PENDING
Environment in FGS

Improving Macro-Economic framework PENDING
5%
Establishing Hiring and training of enforcement personnel; PENDING
Regulatory regulatory monitoring systems; investment in
Framework judicial services, establishment of Commercial
Court
Improving oversight of financial services to | PENDING
better facilitate remittances
Fiscal Federalization PENDING
25%
Infrastructure Power Master Plan PENDING
Strategic Infrastructure PENDING
Water management projects (including river PENDING
management and irrigation)
50%
Pre-requisite Statistical Function PENDING
investments
Monitoring & Evaluation PENDING
National Identification provision PENDING
20%
TOTAL for 2020 PENDING
100%

Since the Government Budget cycle is nearly completed at the time this plan is finalized, full alignment
between NDP-9 priorities and Government Budget will be sought starting with fiscal year 2021. The
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table above will be completed as soon as the 2020 Government budget is ready, before it goes to the
parliament for approval.

Monitoring and Evaluation

In order to monitor progress of NDP-9 a number of principles were established, based on lessons
learned from NDP-8, to mitigate the risks of the M&E plan:

1. To limit the baseline data, and targets, to metrics explicitly endorsed by government and
nationally collected. In this way progress against the plan can be monitored in a sustainable
manner.

2. To limit the initial M&E framework to a small number of strategic baselines and targets linked to
high level objectives.

3. To present a secondary “pipeline” table as a road-map for development for the statistical
function in government. The M&E Framework outlines baseline indicators by pillar area and
provides an indication, where possible, on when the baseline data will become available.

4. To make institutional strengthening not only a key component of the M&E plan but of the
national development plan itself.

5. To map all indicators, pipeline and current ones, to SDG indicators. The choice to use localized
SDG targets allows the NDP-9 to be aligned to a common global framework, making alignment
of funding and interventions straight-forward with the added benefit of simplifying reporting.

6. To not establish targets in the first iteration of the M&E Strategic Framework. This is based on
two limiting factors: costing of NDP-9 was limited to a one-year time frame, and the budget was
limited to the first year. Meaningful targets in most areas were not possible given these
constraints. Macro-economic targets have been included, however, based on the agreed three-
year projections with the International Monetary Fund (IMF).

Though targets have not been established for many of the strategic indicators, the intention is to
monitor progress against the baselines on a regular basis (minimum every year, but within six months of
publication) to track whether progress is going in the right direction. Once trends have been confirmed,
and spending increased in priority strategies, meaningful targets can be established by government.
NDP-9 has set an aspirational five-year poverty reduction target. The goal is to reduce the number of
individuals living under US$1.90 a day by 20 percent within five years.

Next Steps

After receiving the Government Budget for 2020, the government investment plan will be completed. It
will also include a mapping exercise of earmarked government expenditure and how it is aligned with
NDP-9 priorities.

Donors will be approached to align their ODA expenditures to NDP-9 priorities. This exercise has two
objectives: (1) to map existing projects and assess their degree of alignment with NDP-9 priorities and
(2) alignment of future ODA expenditures.

Finalisation of costing of all strategic objectives of NDP-9 with a provision that this will be updated
annually in conjunction with government budget approval.

The Somaliland Development Plan will be included/merged into NDP-9.
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State Strategic Plans will be drafted in alignment with the National Development Plan.
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P CHAPTER1: BACKGROUND

’ 1. The National Development Planning Process

Somalia has a long tradition of short- and medium-term development planning. Since 1962, eight

> National Development Plans have been formulated and implemented. The current and eighth National
Development Plan (NDP-8) will expire in December 2019. The intention of Somalia’s ninth National
Development Plan (NDP-9), 2020-2024, therefore, is to build on the achievements of NDP-8 and to
provide the Government of Somalia with a clear path that will lead to significant poverty reduction
among the Somali population.

Underlying its preparation has been the need to ensure that the NDP-9 is compliant with the demands
of the interim Poverty Reduction Strategy Paper (PRSP) process. Such iPRSP compliance is a key step
towards the clearing of national debt arrears and requires that the national development planning
process reflects a number of fundamental principles. First and foremost, national development planning
must be country-owned and based on a process of broader participation and consensus-building that
delivers a comprehensive poverty context analysis sufficient to inform the future government and
international partner interventions and so to ensure the desired development results and outcomes.
National development planning should also link policy, planning and budgeting; identify national
development objectives and priorities; improve the effectiveness of public expenditures leading to
efficiency gains in public finance; harmonize development financing; and promote accountability and
transparency through strong monitoring and evaluation.

Preparation of NDP-9 has therefore been guided by these requirements and in doing so has opened up
space for input by all major stakeholders, including civil society organizations, private sector
representatives, women’s groups, and direct and indirect representatives of the most disadvantaged
social groups. Special efforts have been made to reach the most vulnerable parts of the population, such
as the internally displaced and the persons living with disabilities. Based on the stakeholder input and a
thorough review of available documentation and sources of data, an analysis of poverty and
vulnerability in Somalia was conducted, which provides the foundation upon which the NDP-9 is
constructed.

From the analysis, a poverty reduction strategy was formulated, consisting of three national
development priorities — elaborated in respective pillars — and a set of principles and policy imperatives
that bind the priorities into a strategic whole. Implementation, monitoring, aid coordination and
accountability arrangements were then devised and placed within a framework of macroeconomic and
budgetary projections for the planning period, which ground the NDP-9 in Somalia’s expected economic
and fiscal realities.

A schematic representation of the process followed during the NDP-9 preparation is shown below in
Figure 1.

The diagram encapsulates the methodology taken by the NDP process and is iterative. Each draft has
been based on deepening the consultations and analysis, and further refinement of the Theory of
Change, with interventions and needed implementation arrangements becoming more clarified.
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NDP 9 Methodology

Two principles: 1) Based on lessons learned from NDP 8; 2) iPRSP compliant

Identify Ke
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Figure 1: Methodology for NDP-9

Along with 192 other UN member states, Somalia has adopted the 2030 Agenda for Sustainable
Development Goals (SDGs), and NDP 9 has aligned and mainstreamed the SDGs and reflects the 2030
Agenda Principles.

The three principles include universality, integration and leaving no one behind. Universality means that
the Agenda is based on a set of principles, values and standards which are applicable in all contexts.
Integrated means development must be coherent especially in the social, environmental and economic
perspectives. Leaving no one behind means development which reaches the most vulnerable. The NDP-
9 and its priorities reflect each of these principles, particularly as it focuses on multi-dimensional poverty
alleviation to the most vulnerable in the nation.

Somalia is a member of the g7+, a collaborative network of twenty fragile and post-conflict member
countries. Facing common challenges in implementing the 2030 Agenda for sustainable development,
the network seeks to share lessons, best practice and resources, based on the following New Deal
principles:

1. Inclusive Politics to be fostered to reconcile and resolve conflicts

2. Security to be established for all people

3. Access to Justice

4. Economic Foundations through the generation of sustainable employment
5. Capacity development to generate and deliver Revenue and Services

These principles play an important role for NDP-9 in prioritizing amongst the many urgent needs for
Somali development. It is tempting to believe that progress on the 2030 Agenda should be delayed until
post-conflict development has taken place but g7+ nations have recognized the power of bringing the
SDGs to bear within development plans, even while acknowledging the special challenges they face. As
a result of efforts by this group SDG 16 was included in the final 17 SDGs. SDG 16 is squarely focused on
Peace, Justice and Strong Institutions, themes strongly reflected in NDP-9. Priorities, roadmaps and the
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M&E framework are mapped against, and integrated with, the SDG framework and each of its
development targets.

2. The Somalia Context

2.1. Geography and Demographics

Somalia, on the Horn of Africa, the easternmost country of the continent, extends from just south of
the Equator northward to the Gulf of Aden and occupies an important geopolitical position between
sub-Saharan Africa and the countries of Arabia and southwestern Asia. The Somali capital, Mogadishu, is
located just north of the Equator on the Indian Ocean.

Somalia is a country of geographic extremes. The climate is mainly dry and hot, with landscapes of
thorn-bush savanna and semidesert; the inhabitants of Somalia have developed equally demanding
economic survival strategies. Apart from a mountainous coastal zone in the north and several
pronounced river valleys, most of the country is extremely flat, with few natural barriers to restrict the
mobility of the nomads and their livestock. It is estimated that almost half of the Somali people follow a
mobile way of life, pursuing nomadic pastoralism or agro-pastoralism?3.

According to the 2014 Government of Somalia and the UN Population Estimation Survey, Somalia’s
population in 2014 was 12.3 million. Like many countries in sub-Saharan Africa, that population is
predominantly young with 75 percent of it estimated to be under the age of 30, and almost 50 percent
under the age of 15% Somalia is also rapidly urbanising and, according to the 2017-2018 Somalia High
Frequency Survey, has 40 percent of the population residing in urban areas, including Mogadishu with
10 percent, while nomadic pastoralists make up 26 percent and agro-pastoralist communities 23
percent. In 2014, it was estimated that 9 percent of Somalia’s population had been displaced by conflict
and natural disaster and resided in IDP settlements®.

Population growth over the past 20 years is estimated to have fallen from 3.4 percent to 2.9 percent,
reflecting a decrease in fertility rates in this period from 7.7 births per woman to 6.7. On this basis, the
current population is estimated to be around 14.3 million.

As of early 2019, 2.4 million people in Somalia — about 17 percent of the population — are estimated to
be displaced® primarily due to conflict and climate-related conditions. In addition, some 877,000 Somali
refugees live in neighbouring countries, making them one of the largest refugee populations in the
world’. The return of refugees to Somalia has increased in recent years, in part due to discussions
around the future of the Dadaab Refugee Camp in 2016, but the numbers remain relatively low: around
52,000 are thought to have returned since 2014, of which 29,000 returned during the first half of 20178,

3 Population Estimation Survey, 2014, Government of Somalia and United Nations
* Ibid

> Ibid

® UNHCR estimates 2.4 million in its early 2019 reports

7 UNHCR, 2018

8 UNHCR, 2018
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2.2. Recent History

Historically, the Somali people have been governed by a decentralized system with customary and
religious laws and informal institutions of the pastoral or agro-pastoral communities in the Horn of
Africa. While political and social organizations were kinship-based and governed by an uncodified law of
collective liability, the system was later paired with European models of formalized, individual-based law
and institutions, with which customary law continued to operate in parallel to some degree. The effects
of and variation in colonial rule — originally by the French, the British, or the Italians — continue to
influence Somali society even today. In particular, geographical boundaries, and with them nationhood
and belonging, were defined by the independence decision in 1960 of the Somali Republic, leaving large
minority Somali communities residing in neighbouring states.

Since the collapse of the Siad Barre regime in the early 1990s, the politics of Somalia have been shaped
by popular rejection of a centralized state coupled with a lack of consensus on what form the state
should take. During this period there was a proliferation of clan and local militia groups organized
around personal, family, and sub-clan relationships. As militias evolved, they became self-financing by
controlling infrastructure and taxing markets, though without any legal basis. Where local political
settlements have been brokered successfully, personal security and socioeconomic stability have
prevailed. For example, Puntland, in the northeast, has had its own constitution and political
administration since 1998 but is a champion of a federal Somalia of which it is a part. In another
example, Somaliland has its own constitution and administration and declared itself a separate state, a
declaration not recognized internationally or by Somalia which considers it an autonomous region.

Finding a political settlement that supports a stable central government has been a core challenge for
Somalia. In 2000, a Transitional National Government (TNG) was launched but failed to establish
legitimate institutions and effective security measures. In 2004, a new interim government, the
Transitional Federal Government (TFG), was established under the auspices of the Inter-Governmental
Authority on Development (IGAD). The TFG was largely sustained by the African Union’s deployment of
a peacekeeping mission, the African Mission to Somalia (AMISOM), in 2007, at a time when Al-Shabaab
(AS) was becoming a significant factor. In 2012, after a devastating famine, the Federal Government of
Somalia (FGS) emerged from the Provisional Constitution adopted in 2011.

Since 2012, there has been significant political progress. Federal institutions are being established. State
formation has progressed significantly with the emergence of new Federal Member States (FMS) in
Jubaland, South West, Hirshabelle, and Galmudug, in addition to the existing Puntland®.  Several
constitutional bodies necessary for consolidation of the transitional period are now in place.
Transparency has increased and accountability for the use of resources has improved significantly?®.

In February 2017, Parliament elected Mohamed Abdullahi Mohamed as President, marking the second
peaceful transition of power in Somalia since 2012. The election was followed by appointment of a
cabinet and renewal of the partnership with the international community. This New Partnership for
Somalia (NPS), agreed at the London Conference in May 2017, redefined the country’s relationship with
the international community to respond to the political, security, and economic needs set out in the

9 Bilateral arrangements between Somaliland and FGS are the subject of dialogues, the last of which was held in
2015. Proposals have been made to restart discussions, as yet unsuccessfully.
10 Somalia Economic Update, World Bank (2018)
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2017-2019 National Development Plan (NDP-8). The constructive engagement of the IMF and successful
reviews of the Staff-Monitored Program (SMP) indicate growing confidence in the state institutions
emerging under this reform-oriented administration.

2.3. Conflict and Violence

Conflict in Somalia is complex and in the eyes of many observers has tended to define the country’s
recent history. Most conflicts revolve around scarce resource availability and access, which are
exacerbated by exogenous shocks such as droughts and other climate related shocks.

Al Shabaab (AS), the terrorist group plaguing Somalia for more than a decade now, capitalizes on local
conflicts and uses them to inject new energy into its waning campaign against the emerging formal
institutions in Somalia. The impact of AS on the security situation in Somalia is substantial, with more
than half of all incidents connected to AS. Indeed, the increase in AS related incidents outpaces the
overall decline in security incidents seen since 2013,

Box 1: Al Shabaab

Arising in 2005 as an enforcement group for the Union of Islamic Courts, AS’s power
and reach grew with the 2006 fight against the Ethiopian army in parts of the country.
At its peak between 2009 and 2011, AS had effective control over most Somalis in
major urban areas and over key sources of revenue. In 2011, AS restricted
humanitarian access to many areas hit with one of the worst droughts in Somalia’s
history, causing the death of almost a quarter million Somalis. After the 2011
AMISOM-supported offensive, AS evolved from a governing, territory-holding force to
an insurgency-style terror group waging largescale attacks against government and
civilian targets in Somalia and the region as well as international forces and
organizations. At present, AS is still capable of conducting attacks on security and
political targets, and against both urban and rural civilians, collecting illegal taxes,
extorting business people, forcibly conscripting children, and running a parallel system
of justice in its rural stronghold areas.

2.4. The Economy

Despite the civil conflict and the devastating impact of the 2016-2017 drought, the Somali economy was
estimated to have grown at 2.5 percent in 2017, while in 2018, Somalia’s GDP growth was estimated at
2.8 percent. The economy was propped up in part by remittances after the large-scale emigration of
skilled Somalis. Remittances grew from a negligible amount in 1990 to approximately USS1.4 billion or
over 25 percent of Somali GDP in 20182, However the modest GDP growth is not keeping pace with
population growth (2.9 percent!®) reducing per capita income during the same time period.

Diaspora remittances provide a lifeline for large segments of the population, exceeding both
international aid flows and foreign direct investment (FDI). Remittances in 2018 were conservatively

11 ACLED (2018)
12 Somalia Economic Update, World Bank (2019)
13 World Bank Country Framework Partnership Document, 2018.
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estimated at USS$1.4 billion, keeping pace with the growth of GDP**, Remittances augment household
income and create a buffer against shocks. While some are invested (largely in residential construction),
most are spent on consumption (often on education and health services).

Somalia’s economy is highly dollarized, leaving the Central Bank of Somalia (CBS) with no monetary
instruments to regulate national currency. The last official Somali shilling note was printed in the early
1990s and the stock of shillings consists of a mix of official and counterfeit banknotes accumulated over
the years. To facilitate the introduction of a new currency, as planned under the current IMF Staff
Monitored Program (SMP), the CBS is substantially enhancing its governance and capacity to manage
the financial sector and monetary policy®.

On the expenditure side, GDP is dominated by private consumption and imports. In 2014 household
consumption, financed by remittances, was equivalent to over 100 percent of nominal GDP, with food
and beverages accounting for about 60 percent. The ratio of exports to GDP is about 14 percent but
imports account for more than 67 percent of GDP, creating a large trade deficit, financed mainly by
remittances and international aid®®.

Agriculture (including livestock and crop production) as a share of GDP has risen significantly from its
pre-war level of about 62 percent to possibly 75 percent. Before the civil war, the crop subsector was
the second largest contributor to GDP and exports, after livestock. It remains crucial for food security,
but its contribution to the economy is much smaller than it was, as over the past three decades, the
volume of cereal production has declined by almost 60 percent from its 1989 peak.

Somalia Cereal Production in metric tons
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Figure 2: Cereal Production in Metric Tons; WB data.

The state-owned food processing industry has disappeared, further contributing to the decline of the
subsector. As a result, livestock remains by far the largest agricultural export category, having risen by a
factor of almost 10 between the late 1980s and the mid-2010s. Nonetheless, because of the recent
drought and a renewed import ban by Saudi Arabia, the volume of livestock exports fell in 2016 and in
2017Y. Fishing has a significant potential in the economy but a lack of regulation is leading to

1% 1bid
15 World Bank
16 |bid
7 1bid
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unsustainable (and illegal) over-fishing. Efforts to re-establish manufacturing and other private sector
businesses are hampered by the lack of regulation, legislation and presence of corruption. Somalia had
the lowest ranking of any country in the World Bank’s Doing Business Survey in 2017.

Several economic activities, among them telecommunications, money transfer businesses, livestock
exports, and localized electricity services, have been growing. However they are largely unregulated,
and dominated by private providers.

International trade has grown steadily over the past six years. Aggregate data from trading partner
countries shows that imports reached $3.3 billion in 2013 and are estimated to have been $3.7 billion in
2015. For Somalia, khat, a mild narcotic plant, is the second largest imported product after sugar. The
main sources of imports are Ethiopia, Kenya, and China. Exports are estimated to have almost tripled in
the six years to 2013, reaching US$779 million in 2013. Livestock continues to dominate exports,
followed by charcoal, fish, and hides and skins'®. However, more recent trade data suggests that sesame
may now be the country’s second largest export, after livestock.!®

Traditional livelihoods have been put at risk with the increased cycle of droughts, and loss of livestock
and crops. Youth in particular have low rates of labour force participation.

2.5. Macro-Economic Framework

It is evident that following the inauguration of the FGS in 2012 the economy began an upward growth
trajectory reaching 3.5 percent in 2015. This positive development was however disrupted by the
2016/17 drought which caused debilitating famine and humanitarian crisis, leaving thousands of
households internally displaced. GDP growth slumped to 1.4 percent in 2017, but has since rebounded
and is projected to register a real growth rate of 2.9 percent in 2019 and 3.2 percent in 2020 (Figure 3).
In the medium-term the performance of the economy will be constrained, however, by the persistent
insecurity in most parts of the country, lack of social cohesion and uncertainty associated with the
impending elections.

Reflecting the growing economy, inflation began to decline after 2012, reaching 0.3 percent in 2015, but
rose to 6.1 percent in 2017 as a result of high food prices before declining to 3.2 percent by the end of
2018 as the impact of 2016/17 drought receded. It is projected that inflation will decline further to 3.0
percent by the end of 2019. The basket of goods and services used to estimate CPI for 2018 are shown in
Figure 4. The high prices of clothing and footwear, food and beverages, and restaurants and hotels are
moderated by the negative prices of tobacco and narcotics and health. Of note, however, is that
Somalia’s average annual inflation has been in single digits since 2012 and this is projected to hold in the
medium-term. It should also be noted that inflation rates are derived from CPl data obtained only in
Mogadishu and therefore do not fully reflect price dynamics in the whole of Somalia.

18 UN Comtrade, 2017
» Rebuilding Resilient and Sustainable Agriculture in Somalia, World Bank and FAO (2018)
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Figure 3: Selected Economic and Financial Indicators
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Figure 4: Annual Inflation by Commodity (2018)
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Over the medium-term, macroeconomic stability is expected to continue, with most fundamentals
projected to improve. Exports are projected to recover with increased agricultural production, while
imports are expected to slow down (Figure 5) as the impact of relief food and materials return to pre-
drought levels.
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Figure 5: Exports and Imports as a Percentage of GDP
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The external position indicates trade deficits declining from 2017, confirming faster increase of exports
relative to imports. Current account balance has hovered around 8 percent of GDP after 2017 and is
financed by grants and remittances (Figure 6). Growth of exports and investments in the medium term
will act as the main development accelerators and, together with improved business climate and stable
internal and external macroeconomic balances will open up opportunities for higher living standards.

Figure 6: External Position
External Account
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Source: Data from the Ministry of Finance of the Federal Government of Somalia

Somalia’s economic growth is driven by private consumption that is mainly financed by remittance
inflows from the Diaspora. On the supply side, the main drivers of growth are transport, communication
and construction. A good example is the aviation industry, where there are over 20 daily flights to and
from Kenya to Mogadishu every day, indicating that trade in travel services is significant in Somalia.
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Other major contributors to the economy are agriculture, livestock, and financial and
telecommunications services. Although lack of data makes it difficult to estimate the exact contribution
of these sectors to Somalia economy, it is generally agreed that services and agriculture/livestock form
the largest share of GDP. The country’s mobile money sector is vibrant and if supported by appropriate
legal framework could potentially drive economic growth and increase resilience in Somalia.

2.6. Aid Flows and Remittances?®

Somalia received almost USS2 billion in official development assistance (ODA) annually in 2017 and
2018, nearly doubling previously seen levels (Table 1).2

Table 1: Reported ODA
Reported ODA, 2017-19

ussm 2017 2018 2019

Humanitarian | 1312 | 1100 | 222

Development| 725 ‘ 869 ‘ 678
Total ODA | 2037 | 1969 | 900

Total ODA for the previous six years (2012-2016) averaged USS1.1 billion a year, with a fairly even split
between development and humanitarian spending each year.

The 2017 increase in ODA was driven largely by the surge of drought relief. Donors provided a record
USS$1.3 billion in humanitarian aid, which made up 64 percent of total ODA delivered that year. The
frontloading of humanitarian support in 2017 probably played a significant role in averting famine in
Somalia.??

In 2018, the high level of total ODA was maintained by a 20 percent increase in development aid (from
USS$725 million to US$869 million), while total humanitarian aid fell by 16 percent from USS$1.3 billion to
USS1.1 billion).

20 preliminary analysis of aid flow data based on 2018 aid mapping exercise, draft report prepared by the Federal
Government of Somalia with support from the World Bank and United Nations, February 2019

212017 totals have been revised upwards from the 2018 aid flow report, accounting for additional humanitarian
aid drawn from the OCHA Financial Tracking Service.

22 \Whereas humanitarian aid also surged in response to the 2011 drought, levels of support did not increase until after a famine
was declared. In comparison, humanitarian flows as of April 2017 (US$614 million) had already exceeded the previous year’s

total (US$563 million), demonstrating a significant frontloading of support that enabled a scale up of famine prevention
activities.
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Figure 7. ODA Trends in Somalia, 2004-18%
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Somalia remains highly dependent on aid and remittances. The ODA to GDP ratio in 2018 was 26.6
percent. Inflows of Foreign Direct Investment (FDI) are rising as is domestic revenue collected by the
Federal Government; however, relative to GDP, their levels remain low at 5.5 percent and 2.5 percent
respectively in 2018. ODA combined with remittances comprised more than 50 percent of GDP in 2017.

Figure 8. Financial Flows as % of GDP, 2016-18%*
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23 2015-18 data drawn from annual Aid Flow Mapping exercises (envelope reporting) and OCHA FTS. Data for

2006-2013 extracted on 8 January 2019 from the OECD Dataset Aid (ODA) disbursements to countries and regions

[DAC2a]: https://bit.ly/2nbi6S;.

24 Only FGS domestic revenue included in this figure. If revenue collected in the Federal Members States were included, the %

for domestic revenue would be higher. A
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3. Achievements and Lessons Learned from the 2017-2019 NDP (NDP-8)

As previously noted, NDP-9 builds in part on the achievements of NDP-8, which itself was the first
exercise in national development planning undertaken in Somalia since the collapse of the central
government in 1991. Thanks in large part to the 2016 consultation process, and the inclusivity of
document drafting, at the time of the NDP-8 launch in early 2017, awareness of the national planning
process was high and buy-in from stakeholders and partners was achieved. As a result, NDP-8 has
enjoyed a high level of legitimacy and is recognised by all national stakeholders and international
partners. At the time of writing, NDP-8 is still very much in play and is serving as the developmental
rallying point that it was intended to be.

In December 2018 the FGS through the Ministry of Planning, Investment and Economic Development
(MoPIED) commissioned a mid-term review (MTR) of NDP-8. Drawing on the MTR, the following
summarises the key achievements and lessons that are emerging from the current NDP-8 process.

3.1. Achievements

Considerable progress has been seen under NDP-8 at a number of levels. The transition from the Somali
Compact/New Deal to the New Partnership for Somalia (NPS) perfectly reflected Somalia’s progress
under the Federal Government and the country’s evolving and maturing relationship with the
international community. The continued work and effectiveness of the Somalia Development and
Reconstruction Facility (SDRF), and the establishment of the Somalia Partnership Forum at its apex, is an
achievement realised under NDP-8 that is of lasting importance for the country.

Under its nine technical pillars, progress is being made towards intervention milestones and targets,
although this is uneven and, in some cases, quite limited. Of utmost importance in this regard is the
coincidence of the first year of NDP-8 implementation with the 2016-2017 drought. The drought
impacted the lives of 6 million Somalis, including the displacement of over 900,000%°, and, according to
the Government’s Drought Impact Needs Assessment, generated recovery needs estimated at US$1.7
billion. The fact that famine, which almost resulted from the drought, was prevented is testament to the
Government’s leadership at a time of national crisis, the generosity of the Somali Diaspora communities,
and the international community that was able to mobilise large-scale resources. Nonetheless, a
number of achievements stand out and should be noted.

Under the Social and Human Development Pillar, health services continued to be maintained through
the framework of the Somalia Essential Services Package, which since 2016 has lowered mortality and
morbidity resulting from cholera, measles and other communicable diseases, and maintained Somalia’s
polio-free status. In addition, the burden of malaria has been reduced considerably as a result of a range
of government-led interventions.

In the education sector, the Education Sector Strategic Plan has been completed, a new primary school
curriculum rolled out across the country, and a national school leavers’ examination put into place.

Despite the impact of the drought, progress is being made towards increasing water supply coverage,
which now stands at 40 percent of the population (up from 35 percent in 2016).

25 pg 21, World Bank Country Partnership Framework Document, 2018
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Finally, under human development, notable progress is being made towards the NDP-8 targets
concerning youth integration, which includes the formation of a National Youth Council and the rolling
out of a work plan for the implementation of the national youth policy.

Under the Economic Growth Pillar, progress in the agriculture and livestock sectors was seriously
constrained by the 2016-2017 drought. This was reflected in Somalia’s relatively slow economic growth
during 2017 (2.3 percent). Nonetheless, with the support from the international community, the
Government is leading efforts to accelerate the recovery of the national livestock herd and rainfed
agriculture, and to put in place stronger disaster prevention and response planning. Another important
milestone was the signing by the FGS and FMSs of agreements for revenue sharing and licensing of the
national fishery in Somalia’s Exclusive Economic Zone, and for oil and mineral resource sharing.

The Resilience Pillar has seen important contributions made by a number of NGOs and UN consortia,
and Government has published a national social protection policy. Most recently, the Government’s
Resilience and Recovery Framework (RRF) was launched, which identifies national and state level
needs/priorities and accompanying financial and institutional frameworks for its operationalisation.

Under the Building Effective Institutions Pillar, implementation by the FGS of fiscal policy has improved
markedly. As a result, domestic revenue mobilization has increased, budgets have become more
realistic, and budget execution has improved. Importantly, a new Statistics Law is under review by the
national Parliament, and a national statistics strategy has been finalised. At the state level, FMSs have
made progress towards establishing the organisational structures, mandates and staffing needed for
effective governance. FMSs are also undertaking an annual workplan exercise for the first time since
1991.

Tangible progress has been made under the Inclusive Politics, Security and Rule of Law Pillar. A
roadmap for inclusive politics, which outlines priorities and functions of different institutions to achieve
targets in federalism, constitutional review and the national electoral process, has been adopted by the
FGS. As a result, the constitutional review process was launched, and agreement reached on the
electoral model to be used for the national election in late 2020. In February 2019, a validation
workshop on the proposed National Reconciliation Framework was held by the Ministry of Interior,
Federal Affairs and Reconciliation (MOIFAR). Other achievements include the completion and
publication of a voter registration feasibility study, and the provisional registration of political parties,
pending the enactment of the Political Parties Act.

Finally, through its Comprehensive Approach to Security, the Government, with ongoing support from
AMISOM and its international partners, has made important progress towards the establishment of a
national security architecture. Important policies and plans have been completed, including Operational
Readiness Assessments, while biometric registration has been ongoing and is scheduled for completion
by the end of 2019. Coordination across government and with partners has been strengthened, and
functional strengthening has taken place, including establishing financial and procurement guidelines.

3.2. Lessons Learned

Against this set of achievements under NDP-8, important lessons have been learned that inform the
content of the NDP-9.
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Stakeholder and partner participation. A clear lesson to have emerged from NDP-8 relates to the
limited nature of stakeholder and partner participation that took place in 2017 during the plan
preparation. FMS consultations did take place, and they contributed to raising of awareness of the
planning process at the time. But they were short and were carried out in only a limited number of
locations, and two years later the MTR found only limited alignment between FMS planning and NDP-8,
and low levels of public awareness of the NDP process.

Development partners engaged quite late in the process and in a manner that resulted in inputs being
fragmented and projectized and informed more by partner priorities than by any national agenda.

To correct this shortcoming, substantial efforts have been made during the preparation of NDP-9 to
engage stakeholders and partners more fully ahead of the formulation and finalisation of plan content.
The details of these consultations are covered in the next Chapter.

Scope and ambition of the NDP. There is widespread agreement that NDP-8 is overambitious in its
scope, particularly when set within Somalia’s highly fragile context. The number of the NDP-8 pillar
components is nine, which is too many to provide a clear statement of strategic intent and exceeds the
capacity of federal and state government and their development partners to operationalise, coordinate
and measure progress towards milestones and targets. Although much has been achieved, as a result of
this over-ambition only modest progress is being made towards many of the targets contained within
NDP-8, and the likelihood is that some will not be reached before the end of the plan in December 2019.

The Government concludes that this over-reach was driven by the fragmented and projectized input
from stakeholders and partners, which was incorporated into the nine NDP-8 pillars without reference
to a clear Government-owned framework that would set out the country’s development goals and
strategies by which those goals would be reached.

Informed by this experience, NDP-9 is shaped by a strategy framework. The framework, which itself is
derived from a rigorous analysis of poverty and its causes in Somalia, and by inputs from a
comprehensive stakeholder consultation process, sets out the NDP’s development goals which are
limited to three, and the policies to be implemented by NDP-9 in pursuit of these focused priorities. The
content of the NDP-9 pillars — the sector-level objectives and strategies — is then formulated with
reference to the framework. These sector-level objectives have been aligned to line ministry priorities
and the 2019 roadmaps, which in turn were limited to their top three priorities.

NDP costing. Related to the problem of scope and prioritization, a shortcoming of the NDP-8 was the
lack of costing of the planned interventions. This was due in part to the fragmented, projectized nature
of input to the plan, but also to the unavailability of appropriate costing standards at the time.

The ability to cost remains a challenge linked to a lack of historical benchmarks, capacity and the modest
budget available for government investment. The approach taken by NDP-9 is to allocate the budget
available in year one, with the intention to review and complete future budgets as resources become
more available and the costing base more sure.

The lesson carried into NDP-9 is that, in addition to the need for costing standards, costing itself must be
done at a strategic or programmatic level in a way that allows those standards to be applied and
alignment established with government and partner financial projections.

NDP-9 The Path to a Just, Stable and Prosperous Somalia




Government coordination. The MTR revealed that NDP-8 implementation has been hindered by the
challenges of coordination within the Government of Somalia; that is, vertical coordination between
FMS/BRA and FGS ministries, and horizontal coordination between FGS ministries, departments and
agencies and indeed within individual ministries. Moreover, the MTR found that neither federal ministry
nor FMS government plans and budgets were strongly aligned with the NDP-8.

To some degree, the coordination challenge between state and federal government is an expression of
the political tensions that inevitably arise between the two during the process of state building and the
development of federal institutions. That is, political tensions have sometimes tended to be played out
at the technical level. A part of the challenge, therefore, is to delink the technical from the political. This
process will be led by the federal and state level ministries of planning, which have already established
strong working relationships at the level of Director General. The process will be supported by the
National Security Council and National Development Council, which bring together federal and state
governments at the ministerial level.

However, contributing to the coordination challenge are frequent changes in senior personnel in both
Federal and State Governments, including at the DG level, and the use by both of short-term consultants
to fill in staffing-gaps. Such personnel management practice, combined with the Government’s under-
developed data management capacities, lead to discontinuities and a lack of institutional memory that
constrains effective coordination and collaboration. At the time of writing, efforts are underway to
improve horizontal and vertical communication within government.

Intra-government coordination will also be supported and enhanced by the fuller consultation process
that has underpinned the preparation of NDP-9, and that will continue throughout its implementation.
Such consultation will result in both higher levels of stakeholder awareness and appreciation of the
national planning process, and greater recognition of and identification with the goals and priorities it
contains. However, it should be noted that consultation processes in Somalia are expensive. During the
NDP-9 implementation, less-costly means, including teleconferencing, will be explored.

Aid coordination architecture. Aid coordination in Somalia is conducted by and through the Somalia
Development and Reconstruction Facility (SDRF), established in 2014 as the architecture of the New
Deal-Somali Compact. In early 2017, following the national election and the expiry of the New Deal, the
SDRF was carried over and adapted to the needs of the New Partnership for Somalia (NPS) and NDP-8.

In many respects, the SDRF continues to perform a vital aid coordination function for Somalia, providing
a set of multi-stakeholder forums through which partnership is strengthened, development
programming identified and funded, and mutual accountability promoted. However, at the
technical/working level — consisting of the nine Pillar Working Groups (PWGs) — it has struggled to
perform consistently. According to the MTR, the PWGs are viewed by government representatives to be
largely driven by partner priorities and overly focused on project funding from the three SDRF Trust
Funds. Perhaps for this reason government participation in the PWGs has been uneven, and the SDRF
has not been as effective as it might have been in terms of supporting federal-state coordination.

Going forward with NDP-9, the SDRF and its PWGs will continue to be at the centre of aid coordination
in Somalia, but efforts will need to be made to address the shortcomings identified by the MTR. A
smaller number of pillars is likely to help in this regard, as will a further clarification of PWG mandate
and membership.
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Use of country systems. Over the past two years, important strides have been made in Somalia towards
the use of country systems (UCS) by the development partners, which itself is a reflection of
improvements made by government in its public financial management. The MTR reported that in 2017
nearly 15 percent of development assistance (not including humanitarian aid) was delivered on-
treasury, up from 4 percent in 2015.

However, the preliminary analysis of 2018 aid flows* shows that the share of aid delivered on-treasury
decreased to 10.5 percent in 2018. According to the Federal Ministry of Finance, the decline was due to
a decrease in budget support delivered on treasury from Saudi Arabia and Turkey. The OECD DAC
donors increased their contributions of on-treasury aid channelled through multilateral instruments.

The World Bank Multi-Partner Fund (MPF) was the largest channel through which donors provided aid
on-treasury in 2018. Through government-implemented projects, the fund disbursed US$38.1 million
through the treasury in 2018. From 2014-2018, the MPF has disbursed a total of US$117.6 million on
treasury. The MPF donors include the European Union, United Kingdom, Norway, Germany, Sweden,
Denmark, Switzerland, the World Bank State and Peace-building Fund, Finland, the United States of
America and ltaly.

The EU signed an agreement with Somalia in October 2018 to provide EUR 100 million (US$114 million)
in budget support over a period of 2.5 years. Under the new agreement US$13.3 million in budget
support was delivered in 2018.

This increase in on-treasury support is important progress, but the figures nonetheless compare poorly
with other countries of similar status. The government therefore intends that NDP-9 will build on these
improvements and further increase the use of country systems for development assistance.

Institutional capacity limitations. A final important lesson taken from NDP-8 implementation — which
relates to the lessons concerning plan scope and ambition — is that Somalia’s institutional environment
remains at an early stage of development and currently lacks the capacities needed to carry forward an
ambitious and wide-ranging development agenda. In addition to shortfalls in the number and capability
of personnel, the problem of capacity refers to the systems normally used by the government. For
example, Somalia has a very weak data and statistics management capacity, which would ordinarily
underpin much of the work undertaken in a national development plan. As a result of its weak human
resource base and poorly developed systems, the Government of Somalia lacks the institutional memory
upon which most organisations depend.

Therefore, in preparing the NDP-9 and in identifying and developing priority interventions, the
government has kept the issue of capacity and feasibility very much at the front of its thinking.
Institutional capacity building will be an important theme that cuts across the content of NDP-9.
However the building of capacities in Somalia will be a process that spans many national development
plans and, as such, constrained institutional strength must be considered a limiting factor for NDP-9.

26 Preliminary analysis of aid flow data based on 2018 aid mapping exercise, draft report prepared by the Federal Government
of Somalia with support from the World Bank and United Nations, February 2019
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CHAPTER 2:
>

OUTPUT FROM STAKEHOLDER
CONSULTATIONS

The Government of Somalia is committed to ensure to the extent possible that citizens engage in the
preparation of NDP-9 through an iterative process of consultation. Such consultations are an essential
part of the planning process and inform the Government’s understanding of both effects and root
causes of poverty as well as the formulation of the plan’s poverty reduction strategy.

Consultations for NDP-9 took place across three rounds. The first round (C1), conducted in January and
February 2019, focused exclusively on obtaining input from Somali stakeholders on the causes of
poverty and appropriate responses to these. Its output is summarized in this chapter, with the full
results available in Annex 1. The second round (C2) was conducted in May and June 2019 and was an
opportunity for Somali stakeholders to respond to the first draft of NDP-9, and for the development
partners to engage with the plan preparation process and to influence the plan content. The output of
C2 has further shaped the content of the second draft of NDP-9. The third and final round (C3) allowed
senior Government stakeholders (FGS and FMS) to review and endorse the content of the third draft of
NDP-9 ahead of its finalisation and presentation to the Cabinet.

1. Background to Round 1 Consultations

The first round of consultations (C1) engaged both national-level and federal member state (FMS)
stakeholders. The consultations were conducted first in Mogadishu for national-level stakeholders in
January 2019, and subsequently for the five FMSs and Benadir Regional Administration (BRA), as follows:

Hirshabelle, in Jowhar from 10 to 15 February
Jubaland, in Kismayo from 14 to 19 February
Southwest State, in Baidoa from 17 to 22 February
Galmudug, in Cadado from 22 to 27 February
Puntland, in Garowe from 26 to 31 March

BRA, in Mogadishu on 07 March

The purpose of the first round of consultation was to inform the analysis of poverty (see Chapter 3)
prepared by the NDP-Secretariat in the Ministry of Planning, Investment and Economic Development
(MoPIED). As noted, the analysis of poverty is a key element of NDP-9 and will be the base from which
the plan’s programme and policy content is derived.

In each location consultation meetings were held with four groups of national stakeholders, namely:

Civil society

The private sector

Federal Government or FMS line ministries

Representatives of the National Parliament or FMS Assemblies

All four meetings followed a similar format, which consisted of presentations by the MoPIED team of the
NDP-9 planning process, and the multi-dimensional description of poverty that MoPIED proposes to use
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in the plan?. Through a mix of plenary discussion and group work, meeting participants were asked to
consider a number of questions that will be addressed by the NDP-9 poverty analysis:

e What are the main characteristics of poverty in Somalia, and is the proposed description of
multi-dimensional poverty useful?

What are the main causes or drivers of poverty in Somalia?

What are the outcomes of poverty in Somalia?

What strategies are used by Somalis to cope with poverty?

What actions should the Government take to reduce poverty?

The remainder of this section presents summary accounts of the consultations held in Mogadishu and
with the five Federal Member States and the Benadir Regional Administration, and a graphical
presentation and tabulation of the main issues identified by each of the stakeholder groups.

2. Overview of Consultation Output

The following charts summarize the results of stakeholder consultations, by type of stakeholders and by
regions. As discussed above, the results were consistent across most stakeholders, with a consensus
around the top four or five drivers of poverty. Interventions showed more variation by stakeholder, and
by region, indicating opportunities to tailor interventions to best suit local contexts.

27 Poverty here consists of 4 dimensions of deprivation: monetary; living standard; education; water and sanitation.
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Consultation Paoverty Drivers by Stakeholder
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Figure 9: Causes of Poverty (Stakeholder)
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Only four drivers were mentioned by a majority of all stakeholders:

Poverty Drivers

Weak governance

Insecurity and the absence of the rule of law

Natural Disaster

Conflict and political instability

62% 64% 66% 68% 70% 72% 74% T76% 78% 80%

Figure 11: The four causes of poverty identified by the majority of stakeholders

It is interesting to note that the tendency of all stakeholders, irrespective of constituent group or
location, was to identify large, national themes as causes of poverty, rather than focusing on the traits of
households or individuals. The challenge of inclusive development lies in addressing these complex and
multi-faceted constraints. As will be noted later in this plan, the challenges are made even more
complex because of the entwined nature of these drivers. Natural disaster impacts on governance
(made worse by weak governance) which spawns competition and conflict over resources, which in turn
impacts on security levels and economic activities, with the repercussions amplifying across these
themes.

In addition to the causes of poverty, stakeholders provided input into desirable interventions targeted at
reducing poverty. The following charts summarize their responses.
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Priority Interventions for Poverty Alleviation by Stakeholder

Attract FOI

MW anagement of shilling & inflation

stronger coordination of NGOs

Stronger linksbhetween local andforeign husine sz
Private Sector regulation

Improve PFR

Social equity

Investment inenergy sector

Improve government revenue/tax collection
Regulation of imported goods

Repatriate IDP s

Skills development

Improved Health access

Improve intergovernm ent relations/paolitical stability
Disaster preparedness/resource managem ent
Investingin Somali business

Job creation

Improved Education

ImprovedJustice /rule of law

Improved governance/institutions/transparency
Productive sector developm ent

Improved transport infrastructure

Improved water management/infrastructure

Improved security

o

2

=

3

m
-
o

12

WmGovernment mWCS0s Private Sector Parliament

Figure 12: Priority Interventions (Stakeholder)
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Though there is obvious consensus, more variations of desired interventions are demonstrated in the
intervention charts than in the drivers of poverty discussions. For some the care of IDPs ranks the
highest, for others it is job creation, and for some it is investment in infrastructure that is important to
their region or city. A consolidation of interventions under themes, or sectors, reveals:

Dominant Sectoral Themes

70

60
50
40

30
20

10

Economic Governance National Security

WHirshabelle mJubaland mMogadishu = Southwest State m Benadir mGalmudug mPuntland

Figure 14: Stakeholder Consultations on Poverty Interventions, by Sector

The dominance of economic interventions partly reflects the range of possible interventions within this
sector, with variations shown region by region. Within the governance cluster, the majority of
participants cited improving the delivery of public services, including education and judicial services,
though overall improvement of governance in terms of institutional effectiveness and transparency was
also a dominant response. The lower relative result of improving national security should be interpreted
in light of the tendency of participants to raise fewer specific interventions. While economic
interventions would elicit a number of specific projects and suggestions, when it came to security the
stakeholders tended to offer only one intervention, which was to improve security. Thus a low number
of interventions in this area shouldn’t be interpreted as being of low priority to participants. As
demonstrated above, improving security was one of the dominant suggestions for action.
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These results align with the overall development priorities of regions as identified through the
Government’s 2018 Recovery and Resilience Framework (RRF) — see Figure 15 below — particularly when
it comes to prioritizing economic growth potential and infrastructure investments.

Agriculture was accorded the
highest priority by 4 of the 5

- e FMSs
i - . =
S anely RO | s
st = Puntland rated transport -
- adhe including roads linking local

markets - the highest priority
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- - T =S
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Figure 15: Map of Priority Interventions from RRF

The regional voice in shaping economic interventions is a consultation result worth noting. The
population displacement of the past five years has witnessed a shift from rural settings into urban
camps. The regions most impacted by displacement have identified urban development as the most

pressing response to local poverty, while rural locations highlight agricultural investment and related
infrastructure.

The following section presents the consultation inputs in tabular detail, with Annex 1 providing the full
compilation of discussions
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4. Round 2 Consultations

The second round of consultations launched on 5 May 2019 with a meeting with the National
Development Council. A presentation on the first draft of the plan was followed by a discussion on
developing themes, particularly those derived from stakeholder consultations.

The objective of the meeting was to solicit direction from the NDC on the national priorities that should
be the focus of NDP-9. One of the lessons from NDP-8 was the need to narrow the breadth of both the
strategies and the interventions.

The direction given was to focus on three national priorities:

i. Inclusive and Accountable Politics and Reconciliation
ii. Improved Security and the Rule of Law
iii. Inclusive Economic Growth

This direction was based on solid consensus demonstrated in Round 1 consultations, much of which
focused on the need for improved security and improved economic growth. The need for political
stability was also a strong consultation theme, and NDC recognized that progress in inclusive politics is
an important precondition, or dependency, for progress in other priorities.

Some discussion was held on whether governance should be included or replace one of the three
priorities, but ultimately it was concluded that governance was an important horizontal aspect of all the
priorities.

A second consultation was held on 19 May 2019 with the DGs of FGS. A presentation of the first draft
was followed by a discussion on the identification of priority interventions, aligned to the three national
priorities and located within the four pillar chapters.

The methodology was based on an adapted SDG Accelerator and Bottleneck Assessment guide
published by UNDP as a support tool for the 2030 Agenda. Participants were taken through the
methodology and provided guidance and criteria by which to suggest priority interventions. The results
of this exercise informed the interventions outlined later in the NDP.

Other consultations completed in June included workshops with private sector participants (held 23
June 2019) and representatives of CSOs and non-state actors (24 June 2019), and the Budget, Finance
and Planning Committee of Parliament (25 June 2019), where the first draft and national priorities were
discussed within the context of poverty reduction.

Feedback from the first workshop with private sector participants focused on addressing constraints for
economic growth. Their points included:

e Investment in infrastructure development as a priority; infrastructure development as key to job
creation; and job creation contributes to improved security.

Leading role and potential of the private sector in job creation.

Development/strengthening of cooperatives in the fishery sector (job-creation).

Development and enactment of investment, insurance and copyright laws.

Establishment of legal/regulatory framework for controlling business monopolies.

Development of quality control policies, laws and institution.

NDP-9 The Path to a Just, Stable and Prosperous Somalia




® Poverty as the main driver of conflicts.

e Challenges of the private sector: poor governance, lack of infrastructure, costly power/lack of
alternative sources of affordable energy, and lack of protection for domestic production from
imports.

e Shift in cooperation modalities between Somalia and its development partners through the NDP
as the guiding policy framework with which all development interventions must be aligned; and
the enhanced coordination role of MoPIED.

Stakeholder participants from CSOs/NSAs raised the following key points:

Availability and access to safe and clean drinking water for all the people.
Management of drought and floods including river management (river bursts).
Vocational skills training and job creation for the youth.

Establishment of the Constitutional Court.

Human development to improve lives and wellbeing of the people.

Economic growth through increased productivity of the productive sector and promotion of
small-scale industries which leads to employment generation.

Infrastructure development.

Banks that provide loans for the development of small-scale factories.

Civic education and raising public awareness on federalism.

Water management through water policies and construction of dams.

Inclusive politics and good governance.

Need for policy to guide cash transfer programs.

Need for a law which governs FGS-FMS relations (the Constitution).

Finally the Parliament Committee members provided the following feedback:

Table 2: Feedback from Parliamentarians

Economic Growth Inclusive Politics

Security and Rule

Social Development &
of Law cross-cutting issues

Security is the crucial

Challenges Lack of legal and
issue regulatory
frameworks and

Poverty banking systems

Lack of inclusive
politics and
reconciliation

Federalism (thorniest
political issue)

Lack of public
trust/confidence

Inability to export
local products such
as salt and fish to
neighbouring
countries

Problem of water
management is one
of the biggest
challenges
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Requirements

Security and Rule

of Law

Security sector —
technical know-how,
equipment and assets
(e.g. bomb/explosives
detection devices,
etc.)

Emphasis on security
— specific security
agenda and action
points

Reform of the justice
sector

Security and
development nexus

Rwandan style local
justice/reconciliation
process — Gacaca
courts (NRF)

Capacity
development and
rationalization of the
security forces

Economic Growth

Livestock export —
livestock is backbone
of the economy and
food security; need
for clear government
policies for the
livestock sector
development

Construction of
abattoirs and
slaughter houses

Promotion of
domestic trade

Establishment of
Letter of Credit (LC)
bank guarantee
systems

Job creation

Nutrition and food
security

Development and
reconstruction of
schools

Development and
reconstruction of
infrastructure —
roads

Technical skills
training/education —
need for specific
agenda

Poverty reduction

Inclusive Politics

Realization of
inclusive politics is a
prerequisite for
security and rule of
law, and economic
growth

Census — to facilitate
registration of
citizens/voters

Federalism will be
decided by the Somali
people through
referendum,
however, has thus far
become a source of
division/tension

One national goal and
unity of people

Establishment of local
government
structures/councils

Reconciliation and
cohesion/cooperation
between local
governments and
people

Fundamental human
rights (inclusion) vital
for the constitutional
review process

Resumption of FGS-
Somaliland dialogue
and resolution of the
Somaliland issue —
priority for Somali
unification

Multi-layered
reconciliation at all
levels including
intra/inter-regional

Social Development &
cross-cutting issues
Capacity development
for the civil servants of

the various FGS
ministries

Health for both people
and livestock — necessary

Government service
delivery (basic service
provision) — very
important

IDPs — part of war
economy — need
interventions to address
the issue
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Further consultations are scheduled to take place with Development Partners and FMS stakeholders
based on the second draft of the NDP.

Further consultations were held as follows on the third draft of NDP-9 as follows:

Jubaland: 24-28 August

Hirshabelle: 28-31 August

South West: 28-31 August
Development Partners: 3 September

Stakeholders provided feedback, comments and suggestions to strengthen the structure and content of
the draft.
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»CHAPTER 3:
SOMALIA POVERTY ANALYSIS

The following chapter presents a description of poverty in Somalia, an analysis of the underlying causes
and drivers of poverty, based on available sources of data, and drawing on the range of experience of
> the government and its development partners, along with stakeholder consultations. This description
and analysis, coupled with the output of comprehensive national consultations, forms the foundation of
NDP-9 upon which future poverty reduction policies and related interventions conducted by
government and its development partners are formulated to alleviate poverty in its multiple
dimensions.

1. Measuring Poverty

1.1. Introduction

Poverty is examined on a multi-dimensional basis. Beginning with measures of monetary poverty, the
report goes on to examine multi-dimensional poverty, as measured in four dimensions: monetary;
education; health; and living standards (based on quality of housing and access to sanitation and water).
In addition to these four dimensions, the chapter examines broader vulnerabilities associated with poor
Somali households with additional “missing dimensions” of poverty?®. A framework of underlying
causes, intermediate causes and impacts of poverty is presented.

The multi-dimensional nature of poverty in Somalia is such that very few households or individuals are
not deprived in one or more defined dimensions. They form the basis for the poverty reduction
interventions required by NDP-9, as outlined in subsequent pillar chapters. The most evident
demonstration of the impacts of multi-dimensional deprivation is located in the internally displaced
people (IDPs), one of the most vulnerable groups within the nation. As of early 2019 almost 17
percent® of the Somali population are displaced. The emergence of another threatened drought this
year could swell the numbers.

1.2. Sources of data

Analysis of multidimensional poverty requires reliable data sources, ideally from multiple sources, and
appropriate analytical capacity. Unfortunately, available data sources in Somalia are relatively few and
the existing ones tend to be either of limited scope or of a short time-frame.

The description of poverty presented below draws heavily on household surveys of living standards
conducted by the World Bank in collaboration with the Government of Somalia in 2015/2016 and
2017/2018%. Somalia High Frequency Surveys (SHFS) are the most developed source of poverty-related
data available currently, although constraints in geographic access and the limited time duration of
these surveys mean they provide only partial “snapshots” rather than a full and continuous picture of
poverty and living standards over time. Nonetheless, Wave 1, and in particular Wave 2 of the SHFS
contain detailed information on household economic conditions (including asset levels and

28 University of Oxford, Oxford Poverty and Human Development Initiative (OPHI)
29 UNHCR data 2019
30 somali High Frequency Survey - December 2017, Wave 2, http://microdata.worldbank.org/index.php/catalog/3181
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consumption), education, employment, access to services, security, displacement and perceptions that
allow an objective assessment of poverty to be made. Other data sources acceptable to the Government
of Somalia are used to augment the SHFS data, especially in comparison to previous periods.

Finally, this poverty analysis was also informed by the first round of national and sub-national
consultations that took place from January to March 2019, as described in Chapter 2, allowing it to
benefit from Somali perceptions on poverty.

1.3. Methodology for measuring poverty

The long practice of measuring poverty through monetary value (income per capita) does not
adequately present the full picture of poverty. The Human Development Index (HDI) was created in
1990 to capture three additional dimensions of required development: achievements in health,
education and living standards (as measured by the Gross National Income per capita). In 2012,
Somalia’s HDI stood at 0.285, which was lower that the SSA average of 0.389, but higher than those of
Mozambique, Burundi, Congo and Zimbabwe.

However the methodology of measuring HDI does not allow latitude for Somalia’s context, where there
is a paucity of data to accurately measure the HDI. Nevertheless many studies and measures paint a
compelling picture of the face of Somali poverty. In this context the poverty analysis examines
deprivations within the four dimensions of poverty: Monetary, Education, Health and Living Standards.
The approach taken is to enrich the existing data with other studies and stakeholder feedback on the
impacts of poverty within these dimensions and to extend the analysis beyond the traditional HDI
definitions into a multi-dimensional examination of Somali poverty.

Drawing on the results of the 2017/2018 SHFS, the measurement of monetary poverty in this analysis
uses the international poverty line, which was introduced in the 1990 World Development Report, and
which currently stands at a daily value of US$1.90 per person (2011 purchasing power parity, or PPP).
The underlying assumption is that people need at least a certain level of income to afford basic living
standards such as being nourished, having access to health and basic education and so forth. That
minimum level of income, which is called the poverty line, can be viewed as the cost of attaining a basic
living standard>!. Given the poverty line, the following measurements of poverty can be determined:

e The incidence of poverty (or headcount index) estimates the proportion of the population (or
households) living below the poverty line;

e The poverty gap (how far below the poverty line a person or a household is — also known as
depth of poverty) captures the average shortfall in income of the population living below the
poverty line;

e Squaring the poverty gap (the severity of poverty) gives an indication of inequality among the
population living below the poverty line, in other words a measure of the severity of deprivation
of those living in absolute poverty;

e Finally, a food consumption measure of poverty considers the total consumption of each
household, relative to the national average expenditure on food items only. A food consumption
measure of poverty identifies those households that cannot afford average food consumption,
even if they were to allocate all their expenditure to food items only.

31 Martin Ravallion (2016), The economics of poverty, Oxford University Press
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2. Monetary Poverty

2.1. Incidence

Analysis of the 2017-2018 SHFS revealed that 77 percent of Somalis currently live below the
international poverty line of USS1.90 per capita, per day (2011 PPP), which is the third highest in the
region (see Fig 1). However, if data for Lower Juba region — where enumerators have not been able to
access the target households for face-to-face interview and therefore satellite imagery data has been
used to estimate poverty — is excluded, the figure falls to 67 percent32. Using the estimate based on the
satellite data, Somalia has the third highest poverty incidence in the region, after South Sudan and
Burundi, whereas the 67 percent estimate would place Somalia the seventh poorest country after
Malawi. As demonstrated in Figure 16, underlying this high poverty rate are low levels of economic
activity, reflected in a per capita gross domestic product (GDP) of $535%

Figure 16: Cross Country Comparison
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Source: Somalia Poverty and Vulnerability Assessment 2018

Poverty is widespread across Somalia and is consistently high (averaging 69 percent) among nomadic
pastoralists, agro-pastoralists, residents of IDP settlements and residents of Mogadishu. Poverty in
urban areas other than Mogadishu is lower in comparison (60 percent). High levels of poverty incidence
in Mogadishu, which would normally be expected to reflect the benefit of greater economic opportunity
and better access to services found in urban areas, may be attributed to the large number of IDP
settlements within the city. This variation is illustrated in Figure 17.

32 Government has recently agreed a figure of 69%

33 Somalia Economic Update, World Bank (2018). Note that the remainder of the document reports latest per capita GDP
figures following a debasing of GDP estimates by World Bank, using estimate of $1.26/day from Wave 2 of the SHFS to compute
2017 consumption, and adjusts this by changes in the annual CPI to compute nominal values for other years.
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Figure 17: Poverty Incidence across urban and rural population
(Source: Somalia Poverty and Vulnerability Assessment)

In terms of regional variation, the data suggests that poverty incidence is highest in the north of the
country — Togdheer, Sanaag and Bari regions — and in the southwest — Middle Juba, Gedo and Bay

regions.

2.2. Depth and severity

Recent survey data shows that poverty in Somalia is both widespread and deep (as measured by the
poverty gap®*). Estimates show that the average poverty gap in Somalia is 29 percent (Fig 18), which
suggests that the average income level of a poor Somali household is 71 percent of the international
poverty line. However, rural households (pastoralist and agro-pastoralist) and IDP households appear to
be particularly vulnerable in this regard, with a poverty gap assessed at 34 percent, compared to
Mogadishu (27 percent) and other urban areas (24 percent). The poverty severity index reinforces these
findings (Fig 18). The average poverty severity index is 15 percent, pointing to inequalities among the
poor. These inequalities are worse in rural areas and IDP settlements.

34 See earlier definition
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Figure 18: Poverty gap and poverty severity

(Source: Somalia Poverty and Vulnerability Assessment)
2.3. Food consumption and hunger

As noted, food consumption poverty arises when household consumption falls below average
expenditure on food items across regions. The national incidence of food consumption poverty (i.e.
people reporting to have not been able to buy food in the past week due to lack of financial resources) is
49 percent. This means that one in every two Somalis is unable to meet their food needs. In absolute
terms, over 6.2 million®*® people are food poor using the 2014 population estimates. Incidence of food
consumption poverty in Mogadishu and nomadic populations is close to the national average. Rural
agro-pastoralist and IDP settlements experience a significantly higher incidence of food consumption
poverty (close to 60 percent in both cases), while incidence in urban centres other than Mogadishu is
considerably lower (40 percent). These findings are presented graphically in Fig 19, below.
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Figure 19: Food consumption poverty incidence

(Source: Somalia Poverty and Vulnerability Assessment)

% Basedona projection of the 2014 Somalia Population Estimation Survey
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Perhaps surprisingly, the SPVA showed that the experience of hunger is weakly correlated with whether
a household is poor or non-poor, and with whether a household is female-headed or male-headed. This
may be due to strong solidarity and kinship relationships among Somalis, which allow the poor to access
some social support at a time of severe hardships. Consistent with the incidence of monetary poverty, a
stronger correlation of the household experience of hunger was found with location (urban, rural, IDP
settlement, etc), displacement, remittances and exposure to drought. These findings are summarised in
Figure 20, below.
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Figure 20: Experience of hunger in the past 4 weeks

(Source: Somalia Poverty and Vulnerability Assessment)

3. The Nearly Poor

The above analysis of monetary poverty demonstrates that 69 percent of people in Somalia live below
the international poverty line, and that 49 percent of Somalis are unable to meet average food
requirements, even if they spend all their income on food. Moreover, the analysis tells us that poverty in
Somalia is deep, with the daily income of an average poor Somali being only 71 percent of the
international poverty line of $1.90. Such extreme poverty represents great vulnerability among the
majority of Somalis to the shocks — drought, displacement, poor health, loss of income or assets — to
which they are repeatedly exposed. Put simply, it takes very little perturbation in the lives of the very
poor to get them to a point where they just do not have the means to survive. Meagre livelihoods fail,
food consumption drops still lower, malnutrition rates suddenly rise, and resistance to infectious disease
falls and disaster ensues.

However, it is also important to point out that a large part of the population is understood to have
consumption levels just above the poverty line; they are “nearly poor”, which makes them also
vulnerable to recurrent shocks, if not to the extent of the extremely poor. In this regard, the 2017-2018
SHFS found that 10 percent of the non-poor population have total daily consumption expenditure within
20 percent of the poverty line of US$1.90 per day per capita. This measure of vulnerability is more
prevalent in urban centres than within pastoralist and IDP groups. Quite obviously, non-poor
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populations closer to the poverty line are more likely to fall into poverty when exposed to economic
and/or other shocks as result of declining consumption.

The relationship between vulnerability and livelihood systems in Somalia is less clear. Pastoralism is a
livelihood system that is adapted to the rigours and vagaries of arid climates and, in general, pastoralist
groups have well developed strategies for coping with drought. Similarly, livelihood diversification by
agro-pastoralist households increases resilience and the ability to withstand shocks. However, in
Somalia in recent years, both pastoralist and agro-pastoralist livelihood systems have been weakened by
repeated drought and ongoing conflict. Both have become extremely vulnerable. During th