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THE OTHER SOMALIA
Part I: lllicit Trade and the
Hidden Economy

In the hot, dry, strangely beautiful land of
Somalia, the first issue of the day is politics:
politics of survival for the Barre regime, politics
of food for the burgeoning refugee camps,
politics of the East-West encounter here on the
Horn of Africa. The other issue is the economy,
particularly the invisible, irregular, illegal
economy. Somalia’s story is roughly comparable
to the current “‘second economy” analysis of the
Soviet Union which suggests a large sector of that
system is extralegal, undercover, and in
subversion of bureaucratic regulation—‘‘the taxi
driver can arrange it” system.

In fact, Somalia’s practices would be typical of
those of numerous countries in Africa and the
Middle East except for one thing: Somalis are
inveterate talkers, openly communicative about
everything, including their hidden economy. The
nomadic pastoralism that runs deep in their
bones has promoted a lifestyle of independence
and isolation. A key ingredient in this lifestyle is
intensive communication across great distances,
particularly on such vital issues as the availability
of forage and water. Such communicative be-
havior carries into the urban areas and into
trade and commerce. There is a constant
exchange of rumor, gossip, and fact, particularly
about adventurous or nefarious activities.

For better or worse, this conviviality also be-
comes a social megaphone on who is doing what,
where, when, with whom, and for how much. On
top of this unique character is a curious, govern-
ment-sponsored ‘“‘free trade” system called
“Franco Valuta,” which opens the way for
bizarre international economic exchanges. In
brief, the ‘‘other” Somalia is its own ‘other”
economy, sub rosa, subterranean, extralegal, and

very active.

Somalia Today: Hard and Hungry

Somalia is in the midst of transition on several
fronts. Western “‘advisers’” have replaced Soviet-
East European advisers and, at least for the
moment, ‘“‘scientific socialism" is on the wane. A
combination of U.S., Arab, and UN aid monies
flows into the country faster than it can be
absorbed. The drought that plagued Somalia for
two years ended abruptly in April, bringing
floods that threatened thousands of people. The
instant transition was a kind of macabre curse,
awesome evidence of nature’s penchant for
extremes. The rains do bring hope that a gradual
upswing in agricultural production can be
expected and that the cornerstones of the
national economy (cattle, camels, sheep, and
goats) will recover as parched rangelands are
replenished.

The world’s worst refugee situation, some one
million destitute people, is also in transition.
Although these ethnic Somalis harbor hopes of
returning to their homelands in the Ethiopian-
controlled Ogaden, in all probability they will not
go home again. Their transition will be both to
more permanent settled communities and to
occupations other than nomadic pastoralism.

None of these transitions will be easy because
all are occurring in an economy that is in terrible
straits—on a comparative level among the
poorest in Africa. Cables, hinting darkly of
economic disaster, fly out of aid missions to their
overseas headquarters. Confidential memos, cir-
culated for economists’ eyes only, are discussed
in passing when the development expatriates
gather for their beers on Mogadishu’s lido.

It can be argued that these transitions, plus the
grinding poverty and the harsh physical con.
ditions, in fact stimulate a contempt toward
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Barre

Country Size 246,155 square miles (approxi-

mately size of Texas)
Urban Centers Mogadishu, Hargeisa, Kismayu

| Ethnic Groups Somali, 98.8 %
Arab Asian, 1.2%

Muslim, 99%
Somali, Arabic, Italian

Religion
Languages

Population. Somalia was estimated in 1980 to
have between 3.8 and S million people. There are
another 1.3 to 1.8 million refugees, mainly from
the Ogaden area of Ethiopia, who are ethnic
Somalis. Excluding the refugees, Somalia’s
population is distributed roughly as follows:

Herding, stock ranching, pastoralists 60%
Farming (irrigation and rainfed) 18%

Somali Profile
Official Name  Somali Democratic Republic Trade, transport services ' 14%
Capital Mogadishu (population 480,000) Industry, small manufacturing 8%
Government I i ' .
ndependent Republic unger = Refugees. 1.5 million are currently listed in the
revolutionary military regime : . :
since October 21. 1969 unofficial estimate. About half are in the camps,
. . ’ the other half scattered throughout Somalia. The
President Major General Mohamed Siad official figures for refugees in the camps on

February 1, 1981, was 1,316,845. It is commonly
agreed that this figure is inflated, perhaps by as
much as 80 percent. The lowest estimate one
hears is 800,000 in the camps, with another
500,000 scattered throughout the country, either
living with friends and relatives or herding within
Somali borders. Thirty-seven camps are listed;
some are staging centers. Few refugees want to
stay in Somalia, but few will be able to go home
in the near future. Most Somalis feel the Ethio-
pians are engaging in a double-pronged tactical
effort to weaken Somalia with a “‘refugee flood,”
first to drive as many ethnic Somalis out of the
Ogaden to Somalia as possible to further tax an
already overburdened welfare system, and
second, to deny the Ogaden to Somalia as a
secondary food and fodder area (nomads in this
region have historically funneled food and sur-
plus cattle back to Somalia).

economic regulation. That an economic sotto
governo operates here is really the child of
poverty, deprivation, and hunger. In a sense it
reflects a spirit of survival, perhaps the last clever
scheming acts of men who have their backs to the
wall and who desperately want to take something
home to the empty bellies of their wives and chil-
dren.

The overarching reality is that the formal eco-
nomic system either does not work at all, or
works badly with a great many halts and starts.
The formal sector serves as an umbrella to the
extralegal system that lies beneath it. To under-
stand this two-tiered system, it should be seen
in context with a few realities in Somalia today:

- Behind everything else is the question of
water. All life here is dependent on the whimsical
nature of the rains. The rangeland grasses, the
scrub brush in desert browsing areas, the settled
farmlands, the irrigated, rainfed plantations are
all hostages to the availability of water. The esti-
mated loss in cattle, sheep, and goats in 1978-
1980 was over two million head, the majority of

which was suffered by refugees.) The tragedy is
that with normal rains the Somalis can feed
themselves. Contrary to its image of a vast desert
land, Somalia has some good soil, particularly in
the south. The irrigated areas of the Shebelli
River have excellent production potential.

- The geographic location of the country
makes it economically useful to oil-rich neigh-
bors as a cheap manpower pool. Somalia’s
proximity to the nouveaux riches of the oil world
i1s both blessing and curse: Somalia’s main
export, cattle, camels, sheep, and goats, have a
ready market in the oil states, but these states
entice much of the needed talent away from the
homeland.

- The strategic importance of Somalia also
flows from its geographic location. Somalia is
whimsical in its relations with both East and
West. Without any strong ideology in the past, it
has essentially bargained its geographical wares
to the highest bidder. No one doubts that the
present government is quite capable of asking the
Western aid people to leave as quickly as they did
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the Soviets—and even inviting the Soviets back
for another decade. Opportunism remains the
essence of politics in Somalia.

— From a foreign aid point of view, the West-
ern entry into Somalia could not have come at a
more difficult time. Although the Soviets de-
parted in November 1977, by the time the first
Western aid projects were under way the country
had entered the prolonged drought. The years
1979 and 1980 were extremely difficult times to
start any projects aimed at helping the flagging
economy. Even as aid has become more avail-
able, there is serious question whether mana-
gerial skills and infrastructure are sufficient to
use and absorb it.

— The unique ethnic homogeneity of the coun-
try carries both positive and negative factors. On
the positive side, Somalia has a reservoir of inde-
pendent, resilient people who live together
without the destructive ethnic differences or
religious factionalism that plague most African
states. The population is over 90 percent Somali
and nearly 99 percent Islamic, so that common
cultural and behavioral patterns undoubtedly
promote basic cooperation. The population
growth rate is believed to be moderate for Africa,
at about 2.8 percent per year. It is also true that
beneath the Somali “‘oneness” there are strong
clan rivalries; deep currents of sub-ethnic fac-
tionalism run through the economic and political

Water wagons near Afgoi, Somalia.
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alliances. Further, in a society partially made up
of nomadic pastoralists, groups have different
incentives, different views of wealth and status,
and different concepts of what a “‘work ethic
should be. Those trying to make the transition
from the nomadic life to urban employment are
at the center of these differences.

- The degree of resilience and strength the
Somali people have in the face of deprivation is
remarkable and little known outside Somalia.
There is a healthy, jaunty attitude toward
adversity, a kind of tough humor ghgt prevalls,
clouding the real suffering. People living in some
of the refugee camps and scattered in remote
parts of Somalia exist literally on the floor of life.
People are starving, and yet if one is not a keen
observer, it can all seem less serious because of
the Somali offhand way of coping with adversity.
No one knows how much punishment nomadic
pastoralists can absorb. They are conditioned by
centuries of living under conditions that would
seemingly preclude life itself. There is a genius in
this adaptation that is still poorly understood and
often underestimated.

* * * * *

Taken together, the background issues point
to prolonged uncertainties, a pepper and sa!t of
hope and despair. On the positive side is a
strategic location that can be exploited, a ready
market for beef and skilled labor, a courageous
survivor’s attitude among the people, a common
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religious and ethnic identity, and an apparently
moderate population growth.

On the negative side is the uncertainty of rain-
fall, the lack of technicians and technology, the
inability to absorb aid, the enormous drain on

the nation posed by the refugees, and the
smoldering Ogaden war.

_ Other uncertainties result. Many feel Somalia
is vulnerable to attack and, in truth, unable to
defend itself. At the same time it has politically
alienated itself from much of Africa by its inva-
sion of another land, Ethiopia, even if that was
justified as a ‘“‘war of liberation.” This does not
rest easily with other African states who hold
their boundaries inviolable. At the heart of the
uncertainties is the shaky economy with its
unique, amazing twin, the ‘‘second economy.”

The Economy

What is the economic reality today? What are
the main factors that stimulate the second
economy? The overall performance of the Somali
economy during 1979 and 1980 was on a down-
ward slide. Production in the manufacturing
section was down, agricultural production
declined, and particularly in 1979, livestock
exports fell. There was a major deficit in
Somalia’s balance of trade in 1979. In 1980 oil
production stopped entirely, when Somalia’s
refinery was shut for lack of crude oil.2 Foreign
aid did increase significantly on paper, but the
actual aid to the economy showed little initial
impact. Other factors:

- A major lack of foreign exchange seriously
affects investment, importation, manufacturing,
and foreign trade.

- Per capita income is one of the lowest in the

world, placing Somalis among the poorest of the
poor.

- A serious lack of incentive, including wages
for government employees and adequate prices
for farmers, has been accompanied by an infla-
tionary rise in prices that in 1979 and 1980 was
reported to have been over 40 percent per
annum.

- The ranges that support Somali livestock are
being overgrazed so severely that specialists
compare the situation to the disastrous practices
in the U.S. during the second half of the nine-
teenth century.

- Transportation and communications are 10
serious trouble: there is a major shortage of buses
and trucks, of fuel and adequate roads, of
internal telecommunications, and of economical
methods of moving goods and people. The
camel remains Somalia’s most reliable transport.

The litany of economic ills (the general eco-
nomic picture is summarized in Appendix A)
could be expanded ad infinitum. Two factors,
however, the state of poverty that stimulates
illegal activity and the labor situation, provide
impetus for the many anomalous situations anfi’
illicit activities that power the “‘second economy.

First, how does one gauge the depth of poverty
in a country like Somalia? In comparisons by the
Overseas Development Council (ODC) of London
for Ethiopia, Kenya, Somalia, Sudan, Tanzania,
Uganda, Burundi, and Rwanda, Somalia had the
Jowest GNP, the lowest physical quality of life
index, the lowest life expectancy (41 years), the
highest infant mortality per 1,000 live births
(177), the lowest literacy (S%), the lowest per
capita public education expenditures ($2), and
the highest per capita military expenditure (87).

Although it cannot be proven in any quantifi-
able sense, the overpowering impression is that
poverty is the engine that drives the second
economy. The quality of life is dreadful enough
to stimulate Somali citizens to act outside the
law. Yet even here there is an anomaly; only
the rich and middle class make big profits as
manipulators. The poor would participate if they
could, but in fact they are relegated to small-time
activities by comparison—smuggling, poaching—
the scut work of illegality.

Second, what about the manpower issue?
Somalia’s labor situation is a major part of the
economic dilemma. Although the country’s
migrant laborers are often men of wealth, they
represent a staggering drain on the skills needed
at home. Some 200,000 to 250,000 skilled and
semiskilled Somalis, mostly men, work in Saudi
Arabia, the Gulf States, and elsewhere overseas.
Their salaries are eight to ten times higher than
those of their counterparts at home, and their
absence from Somalia is often reckoned in
decades rather than years. Although some funds
flow back to their relatives in Somalia, most of
their earnings are spent or invested abroad.

Two econorpists. a Canadian with Saudi
Arabian experience and an American living in
Somalia, estimated that Somalis based in Saudi
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Political paintings of Somali leaders on a Mogadishu wall, including Major General Mohamed Siad

Barre, center, and Brigadier General Mohamed Ali Samantar, left center. Somalis Jokingly insist the
positioning of the leaders (left to right) has nothing to do with their political views.

Arabia alone number approximately 200,000
(180,000 workers, 20,000 dependents). The
average wage runs between $700 and $800 a
month. In total earnings, this amounts to about
$1.5 billion a year. Since most workers go abroad
to save, it can be assumed that at least 33 percent
of their earnings are set aside. This $500,000,000,
by Somali standards, is an enormous amount of
money, yet very little of this wealth flows back to
Somalia. Most is siphoned into enterprises
abroad, either invested in Saudi Arabia, in busi-
nesses elsewhere, or deposited in foreign bank
accounts (usually in Switzerland or Italy).

The labor picture within Somalia is not a
happy one by anyone’s estimate. Wages are so
low and inflation so damaging (estimated at 42%
in 1980), Somali workers’ buying power is
negligible. Government employees are underpaid
at the middle and lower levels, creating a wide-
spread “why work?”" attitude in many ministries.
One Somali clerk talked of work as “‘a waste of
time.” Even Somalis working outside govern-
ment are disenchanted. A middle-aged USAID
employee said that, although the wage was good
by local standards, he had to fulfill so many

“expectations’ of his kinsmen that the effort was
not worth it.

The policy of government to guarantee every
secondary school graduate a job, mostly in the
government or parastatal organizations, means
the average wage at entry levels must be far below
a living wage. The situation stimulates a flight of
the skilled and semiskilled to higher-paying jobs
overseas and means that Somalia is plagued
constantly by a shortage of skilled manpower and
rapid turnover in many important jobs. Doctors,
nurses, accountants, engineers, builders, archi.
tects, planners, tradesmen, cooks, hotel workers
oil field workers, agricultural laborers, and
repairmen have been leaving in large numbers,

Although there is talk of government control of
the exodus, as yet there have been no serious
restrictions. Indeed, such controls would be polit-
ically dangerous for President Siad Barre, unless
circumspectly handled. Much of his support and
financial backing comes from the richer migrants
and their well-placed families at home. Key fami-
lies in Somalia rely on their overseas contacts and
would not take easily to losing them.
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For multinational or bilateral donors trying to
help Somalia, the labor dilemma creates bizarre
situations. United Nations Development Pro-
gram (UNDP) officials report that the attempt to
establish counterpart training for their projects is
their single greatest frustration. The counterpart
idea works the same way throughout the donor
world: a technical assistant or foreign expert is
supported for, say, four years, the first half of
that time being dedicated to training his local
counterpart. During the latter half of the period,
he is subordinate (in theory) to the counterpart.
The basic necessity is that the Somali counter-
part stick to the job. Most don’t. The lure of
other opportunities, particularly the desire to
migrate, creates an enormous turnover. Turnover
is often so great that the intended enterprise be-
comes unfeasible.

To overcome this problem, UNDP agreed to
top up the wages of some counterparts to make
the jobs more attractive, an incentive that worked
in the training stage. But when the counterparts
had to go back on the government payroll,
usually at lower salaries, they consistently left the
jobs for which they had been trained. In another
attempt the counterparts are sent abroad for part
of their final training to get their credentials
polished in professional settings such as archi-
tectural or engineering firms. Many get “‘lost” on
their way home and take other jobs. Again it is
because of the low wages and lack of incentive in
the homeland.

At higher levels of training, one of the great
Somali anomalies is the university system. The
national university is an Italian enclave, both in
the sense that the Italian government continues to
fund much of its activity and because Italian is the
language of instruction. A bright student destined
for the university is first trained in Somali through
the secondary school level, then in Italian in the
university. Most specialized training after the uni-
versity, however, is taught in English, with some in
French, German, and Russian. This means the
student must either learn English in a crash
course in Mogadishu or go abroad to start his
advanced work while learning the language of
instruction.

Compounding this anachronism from colonial
days is the rapid turnover of Italian professors.
Apparently the assignment in Somalia for many is
seen as a form of sabbatical. Others consider it a
short leave opportunity. The upshot is an
instructor who is probably new to Somalia, and at
his post only three months. Student-faculty rela-

tions, particularly access to faculty members, are
at the bad joke level.

Another anomaly is the labor shortages that
exist in pockets of the country. Along the Juba
River, and especially in the sugar-producing
areas, there are shortages of agricultural workers,
reportedly because of the male exodus to the oil-
rich states. One answer may be to employ female
labor, but there is little information on the nature
of women’s traditional role in agriculture in this
geographic area. The question has been posed by
UNDP; as yet there are no clear answers, either
from the Somali government or from the women
themselves.

The female labor question is intriguing because
of the large number of women in the settlement
camps. Women here, as in most of Africa,
perform the bulk of the manual labor: wood-
gathering, water-hauling, routine farm wqu.
Whether they are willing to take on more special-
ized agricultural tasks and undergo periods of
training is the question. Traditional pastoralist
work habits are deeply ingrained.

On balance, labor problems stimulate illegal
activity. Many workers lack the skills for available
jobs; the lower economic classes are discouraged
because they see their wages as too low even to buy
food. Inflation and taxes are high for the middle
echelons of wage earners; they often cannot buy
what they need with their wages. If a man has
other options, he may well elect not to work. To
drift into nefarious activities is one possibility.

The Second Economy

One of the disarming things about Somali
acquaintances is the degree to which they talk
openly about extralegal activity in their country.
There is a kind of “smuggler’s ethic,” an honor
code among economic adventurers, that has
definite bounds. One friend summed it up with a
flick of his wrist and a broad grin: “We Somalis
are smugglers; we are not thieves!”’

In addition to the general poverty level and the
manpower situation, the stimulants behind the
system can be traced to age-old trading practices.
The fact that the Horn of Africa is situated on a
world crossroads has allowed Somali entrepre-
neurial instincts to blossom. The poverty and
hardship endemic in the land give trade and bar-
gaining a special urgency: there is an adven-
turism, a willingness to travel long distances, a
keenness about prices and the availability of
goods that flows from the nomad’s need to obtain
information across large areas. There is also a
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