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Q_Jmlaut ory notes

References to dollars (3) are to United States dollars.

The conversion rate of the Somali shilling (SoSh) in July 1975 wass
$US 1 = SoSh 6.295.

A full stop (.) is ueed to indicate decimals.
A comma {,) is umed to distinguish thousands and millions.
n.e.s. indicates that data are not elsewhere specified.

Refsrence to "tons" indicatés metric tons.

The designations employed and the presentation of the material in this
doowsient do not imply the expression of any opinion whateoever oa the part of
ths Secretariat of the United Nations conoerning the legal status of any country,
territory, city or area or of its authorities, or ooncerning the delimitation
of its frontiers or boundaries.
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INTRODUCTION

The project "Strengthening the Ministry of Industry" (DP/S0:i/72/007) vas p
forward initially by the Government of Somalia in May 1972. The project uas
approved in principle by the United Nations Development Programn\é (UeoP) and
included in the country programme for Somalia (DP/GC/SOL/R. 1, 12 Septembver
1973). The final revised Project Document was submitted in November 1974,
approved by the United Nations Industrial Development Organization (U.IDO) as
executing agency in December 1974 and by the Government of Somalia and UWDP in
January 1975,

The UNDP contribution to the project amounts to 3606,400. The contri- °
bution of the Government of Somalia is SoSh 772,000 (about $123,000). WNDP
is to provide 155 man-months of expert assistance on an intermediate basis, to
include a Projeast Manager for 36 months ‘a.nd two industrial engineers, one
industrial economist and one specialist in industrial management each for a
period of 30 months. These experts compose a team working undér the supervision
of the Project Manager. UNDP is also to provide specialized assistance of 38
man-months on a short-term basis for solving specific problems, 96 man-months
of fellowships for training Somali nationals abroad, and office and other
equipment.

The project, which is scheduled to last three and one half years, became
operational on 13 Mareh 1974. By August 1975, however, only the Project lManager,
the industrial economist and a mechanical engineer had started work. The Project
Manager had spent much of the period of his appointment in helping to finalize

the Project Document.

The Project llanager was obliged to resign from his post in August 1575 for
reasons of health. The present report is being written to provide a record of
project implementation up to the time of his leaving the field.




A. Justification for the project

Although Somalia has achieved considerable success in iis efforts to develop
its industrial scotor since independence, the task has been handicapped by the
inadenuacy of the country's institutional and organizational structure, the
over-capit :lization of some industrial projects, the short supply of capital,

and the shortage of engineering and manaserial personnel and of skilled vorkers.

In 1973 UNIDO dispatehed a team of experts to Somalia to undertake an
industrial survey. This tean assessed the problers and prospects of industrial
developnent and presented its findings in a report on the completion of its
mission. A number of the projects proposed by the survey tean are included in
the economic devrlopment plan of Somalia for 1974-1978. 'The implementation and
subscquent management of these projects require managerial and technological
expertise. In addition, the existing industrial projects have not been running

smoothly and need assistance in improving their performance.

The UNIDO experts posted in Somalia particularly stressed the need for
improving the management of industrial enterprises in the public sector and for
providing the Ministry of Industry with a stroanger legal and institutional base.
The project to strengthen the Ministry of Industry evolved largely out of the
findings of the UNIDO survey team and those of other UNIDO missione sent to

assist the Government of Somalia in the field o. industrial development,

B. Objectives

The long-term objective of the project is to enable the Ministry of Industry
to forrulate and implement effectively national industrial development plans

and policies.

The immediate objectives ares
(a) To assist the Hinistry in reorganizing its struoture and in
rede®ining its relationship with jndustrial projects in the public sector and

with oth.er public-sector agenciesj

(b) To strengthen the planning, programaing and implementation of
industrial development activities in the countryj

-



(c) To improve the efficiency and profitability of industrial pleats
in the public sector, and to develop projects for their expansion and oderai-

zation;

(a) To train Somali staff by involving them fully in all project

activities and through fellowships abroad.

C. Pro-ress of work

Positive factors facilitating the assignment

The Ministry of Industry has collaborated fully with the projeet in the
accomplishment of its assignment and has considered nearly every proposal tha’

the project personnel have put forward.

On the basis of experience gained, a system has nos been devised oy which
inclusion of the project in the operations of the linistry is assured; a prograrr-e
of work is discussed and developed periodically, and priorities are fixed for

its acoomplishment.

UNIDO has been prompt and helpful in all matters related to the finalization
and approval of the Project Document, in solving problems that confronted the
projéol in its initial stage, and in procuring supplies and equipment.

The co-operation and assistance of UNDF has also proved an asset-and has
helped the project to undertake its assignment.

Difficulties

The time consumed in the preparation of a revised version of the Project
Document, its discussion at different levels and its formal approval brought
about an initial delay which was followed by further loss of time in the
recruitment of experts. The absence of a management specialist has incapacitatad
the project in achieving tangible results in the management field., The unavaila-
bility of a chemical engineer has delaed the resolution of some chemical proc-

lems and the finalization of certain feasibility studies,

One of the two experts, the mechanical engineer, is a specialist in

refrigeration; hovever, he does not have a strong background in the other fields
of nis job description. He is also not sufficiently versed in the English
language to fulfil the requirements of the job., '







I. BACKGROUID

A. Resources

Somalia is a vast country spread over (138,000 }m2 w7ith a relatively siall
population of about 3 million. The bulk of the population is nomadic. A
population census has been conducted only recently; ils results are still
avaited. The main part of Somalia is occupied by a plateau. The hizhest nountain,
Mount Surat, is 2,429 m. The clirate is arid and the soil rmostly chally and

calcareous; water courses are therefore dry except when there are hea-r rains.

Livestock wcalth is estimated at 5.5 million cattle, 4.5 million camels,
and 15.8 million goais and sheep. About half a nillion ha are uader cultivation.
The mein crops include sorghum, naize, banana, sugar-cane and sesame., Somalia
has a long coastline — 2,800 km - vhich offers convenient landing places and
natural inlets. The marine resources are enormous and their exploitation has
already begun., Somalia is known for its tunafish vhich is canned in three

fish<canning plants.

The minérals known to be available are iron-ore in the Bur Hacabana Disirici,
roughly estimated at about 300 million tons (iron content 43 per cent) , ureniur,
tin, quartz, feldspar, silica sand, daynite, grpsum, beryl, limestone, marble,
sepolite, clay, salt etc, Cnly tin is at present commerciall; exploited.
Occurren-es of mica, asbestos, graphitt;, sulphur and talc have also been noted.
In the case of petroleum and some other minerals, exploitation fs under way.

The first cement plant, being established at Bervera, will make possible the
comnercial exploitation of gypsum, limestone and clay.

There are 271 industrial establishuenis, of which 82 employ 10 or more
workers and only 21 employ 50 or more worcers; of the latter, 12 are in the
public sector and 9 in the private sector. GCross output of industr; in value
amounted to SoSh 246 million (about U3 per caoitg)_ in 1973, This in~ludel
gross output in millions of SoSh: food processing 140.4, Deverages 7.1, textiles
25.1, wearing apparel excepting foot-wear 2.7, leather and foot-wear 2.0,
furniture and fixtures 4.5, printing and publishing 10.5, chericals 9.2, plastic
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products 5.4, structural clay products 5.2, lire 0.5, retal produris 1.9,
jewellery 1.0, iniusiries n.e.s. 1.5, eleciric light and power 15,13, and water
works and supply 8.7, Value of industry amounts to0 So3h 120.49 =millionj; hence

value added by industry avounts to SoSh 129,53 million only.
B. Econnmy

Soralia has a socialist econouy, and one of the consequences is that all
largeand nediun-sized industrial establishuments, excepting the meat plant SOFRAL
at Mosadiscio, are in the pnblic sector. The impact of industry on the natiunal

economy is not yet important.

Not all public-sector industrial enterprises are under the control and
management of the Ministry of Industryj some public-sector agencies (e.g. the
Ministries of Pisheries, Mining and Health, the Somali Development Bank etc,)

own and run public-sector industrial enterprises.

A separate lau exists for the managenent of each individual ente.prise in
the public sector. As a result no uniform production, marketing and accounting
systems are applied. The relationship of the Ministry of Industry with industrial
enterprises is not well defined in the law creating this Ministry, mdking it
difficult for it to devise a scheme.for centralized services to managenent and

production.

Although the Government has given priority to wiping out illiteracy and
to training local engineers, technicians and economists, it will take some time
before the situation changes, The present fack of competent personnel in the
jndustrial field is the most difficult problem to overcome; even the Hinistry

of Industry cannot find adequately qualified and experienced personnel to handle
its growing activity. ‘

The market for industrial products is limited bys
(a) Number of population, which is too small to support in some fields

even one large-or medium-sized industrial plantj

(b) Purchasing power, which restricts the prospects of producing

locallr a number of items that are at present importeds
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(c) Means of comnmunication, which are ai present too scant to faciliza-e
the distribution of locally produced industrial goods over a vast, thinly

pupulated area at a reasonable cost;

(d) Infrastructure facilities - water, power, traasport etc. - viinn

are often not available in sufiicient amomt.
In addition, some puvlic-sector indusirial nrojects are cver-caniinatiz-i,

resuliing in a higher cost of production. Other publicesector intusirial
projects operate much helow capacity for a variety of reasons, whiech in2i:le
short supply of raterials (fish, meat, nilk), narrowness of loral rartet,
shortage of qualified personnel, and the inadejuacy of arrangerenis “or the

maintenance of equipment.

C. Industrial polic’ and strategv

A well-defined industrial policy together with an appropriate strateg,
is a prerequisite for planned industrial development. The main points of the
strategy for the realization of the economic development plan of Somalia
(1974-1978) are:
(a) Consolidation and maximization of the efficiency and profitability
of the existing large enterprises of the public sector;

(b) Creation of new public-sector units in vital fields of the national
economy and industrial development;

(c) Bncouragsment and developuent of the private sector of industry
so that it may grow and contribute to growthj

(&) Encouragement of foreign capital participation in setting up new
projects in the public er private sector or on a joint basis;

(e) Integration of the principles of concentration and dispersion in
locating new projects;

(f) Consolidation and regroupins of srall-scale industries and handi-
crafts into viable economic sizes or co-operatives that would serve as a spring-
board for more sophisticated industrial development;

(3) Continuous survey of industrial opportunit;es and preparation o
feasibility studdes for the future industtial development of the couri™’,
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This strateg: is designed to promote the growth of = mixed eronory. Solh
588 million have been allocated to the public sector under the rlant fo-
establishing 13 large- and medium-sized induatrial plants, for corpleting
two on-going projects and for expanding six other industrial projects. Iork
has been started on all but three projects (sypswr, paper and board, ani salt).
The over-all cost o7 public-sector projects is expected to rise by avout 20 per

cent owing mainly to the increascd cost of imported technology and equipment.

No resources have been allocated for the private sector, but the plan lista
nine snall-sized plantc ({or paints, terrazo tiles, toilet soap, nails, socks,
garnents, beverages, leather and dry battery cells) to oe established in this
sector, Six of the nine plants have been established at a total cost
of SoSh 15 million, or about 2.5% of the resourees allocated for the public

sector.

The sum o® 30Sh 15 million has been allocated for small-scale and traditional
industries; the bulk of this amount is earmarked for meeting the financing
requirements of the co-operative sector. The aim of the plan-to improve the
profitabilitiy and efficiency of existing industrial projecits can be accomplished
systeratically only a®ter an industrial survey that has been started is completed.

Regarding foreign investment, it would be advisable to revise the investnent
guide produced in 1967 so that it would take into consideration the proposals
already made by the project to strengthen the Ministry of Industry.
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II. CONCLUSIONS AMD RECOMMEIDATIONS

A. Structure

Organizational s* ucture

In Somalia the public sector is predominant and the role plared by private
enterprise in industrial growth has become marginal. Industrial establisirents
in the public sector are owned, managed and run by the dinistry of Industry, tae
Ministries of Fisheries, Health and Forest, public sector agencies such as :he
Somali Development Bank and the Livestock Developrent Agency, and local bodies

such as the municipalities of Mogadiscio and Hargeisa.

The existence of more than one managing orgmiza.tidn has resulted in a
varying pattern and has interfered with centralized industrial planning and
control of the process of industrial development, Industrial enterprises in the
private scctor are owmed by companies, partnership firms and individual proprie-
tors, and by co-operatives of workers, artisans and craftamen, Facilities %o
finance private enterprises are availuble.

Logal structure

Legislation exists to provide the legal framework for the agencies
responsible for the development of industry and enterprises responsible fér
managing individual enterprises. It oonsists of;

(a) Presidential decree of 1973 enabling the H:I.ni.ltry of Industry to
reorganisze;

(v) Separate law for the nanagement. of each individ.al ontorpriu in
the public sector; .

(o) Co-operative law designed for promoting the olttblii)nront of
industiial co-operatives of cotton workers, artisans and craftsnen;

(4) Provisions of the Italian Civil Code as adapted for Sonalia taat
apply to the registration of all forms of companies,
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There is an urjent need to replace, amend or supplenent these laws to

conform to the present situation,

The legal structure nceded to vest adequate povers in the linistry for

promoting the developnent of indusiry is conspicuously absent .

The United ilations experts vho were in Somalia before the start of the
project did pronose the prorulgation of such a lay. The dra®t of the proposed
laws that were presented in the past to the Minisiry were designed to ermphasige
one or the other aspect of' industrial development. Policy decisions on various
igsues thai should have preceded such legislation had not bheen taken. hone of
these drafts, therelore, could be adopted with or withoul redirications. A new
draft should be devcloped that would be comprehensive enough to cover all the
aspects of industrial development. It would also he necessary to base this

draft on governnent decisions regarding issues reguiring legislation.

A lau exisis requiring the registration of all foreign investments, This
law further regulates the repatriation of capital and its profits. To accelerate
the pace of Toreign investments in Somalia it would appear necessary to anend

this law to offer incentives and guarantees.

Institutional siructure

Financirp institutions., In addition to a commercial bank, the Somali Development:
Bank is an investrent financing institution that offers investment loans for

projects of both the public and private sectors.

Training institutions. At the national level a Sormali Institute of Development

and Managenent guides the development of managerial skills, In addition thers
are two iraining centrer, one at lMogadiscio and the other at Hargeisa, Tor

accountancy, tyrinz and shorthand.

A technical institute at [logadiscio (secondar; level) is designed to irain

suitable technicians in mechanical and electrical engineering, Another institute

at Harzeisa gives training in civil engineering. The two institutes ars assisted
by IBRD/UIESCO/ILO. A centre for vocational training also exists at Burao.
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At the University of liogadiscio, a Faculty o Engineering was es*ablisnel
in 1973, offering a graduate course of eight semesters. After succesz™l
completion of four semesters, students may choose 1o conlinue study in eivil
or industrial engineering., Those in civil engineering may specialize in buildin.:
and hydraulic engineering, and those in industrial engineerins rnay choose
mechanical or electrical engineering on success™l coupletion of the sixth
semester. At present there are 50 students in the first semester and 21 in

the third senestery the language of instruction is Italian.

Research and develonment institutions. No institute exists in Somalia for

activities in the field of research and development. The Ministry o~ Induetiry,
vhich needs these services, has been largely dependent on foreign consulting
firme. Although this situation has irmproved since the commen-erment of ihe
project to sirengthen the Hinistry of Industry, there is a genuine need for a

research and development institution in Somalia.

Industrial planning and vrosramming -

The Hinistry of Industry is at present composed of three Departments, for
Industrial Development, Public Sector Enterprises, and Small Industry. The
Department of Industrial Development is responsible for industrial planning
both at the macro- and micro-level. In the performance of its functions this
Department is not supported by a unit responsible for industrial surveys and
studies, a statistical unit or a reference library.

Industrial surveys and studies. The industrial survey of Somalia, carried out
in 1972/73 by the UNIDO tean, permitted the Department of Industrial Development
of the Hinistry to develop & nrogramme that was incorporated into the economis
developmeni plan for 1974-1978. The Depariment is not equipped, however, %o
continue the activity initiated by the UNIDO tean.




The Central Statistical Department carries out an annual survey to asaess

the situation relaied mainly to indusirial proiuction and employment, but itis
surver is inadeguate and needls improvenent. The project has therefore devised
and initiated an indusirial census or survey, the main puarpose of wvhich is to
assess and delernine?

(a) Indust:ial investment, by indusiry and by region;

(b) Installed indusirial capacity, by industry and by regionj

(c) Capacity utilization of each individual enierprise, by industry
and by regionj
(d) capacity of each individual enterprise to cenerate further

investment on annual basis and during a plan (five—;,'ear) periodj

(e) Capacity to generate investment, by industry and by industry in

each regionj

(£) Requirerments and employment of managerial and professional personnel

as well as skilled and other workers for each individual enterprise;
(2) Ex-ractory cost of major industrial products;

(h) Requirements ani plans of each individual unit for baladoing,
modernization and expansion during the current plan period (1974-1978);

(1) Probléms of each individual enterprise related to technology,

managenent and external factors;

(j) Prospects of each individual unit for expanding its production by

promoting the establishnent and use of subsidiaries.

Survey and evaluatiéaare a coniinuous process which has to be undertaken
by the Ministry of Industry to support and strengthen iis activity in the field
of industrial planning and prograrmming. It will be necessary therefore to oreate

a unit on a permanent basis for survey and statistics,

Reference material “or industrial -lamnisn-=, A4 “eirly large nunoer of feasitiliz:-

studies and industrial repor's have been produced in the past by United llations
experts and international firms of industrial consultancy for the Goverament

of Soralia., These reports coniain data and information useful as reference
material for industrial nlanning, The project to strengthen the linistry

of Industry has collected the available reporis, has organized these according

to sector and has vroduced an abstract, This abstract will recuire updating

periodically.
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Date on industrial notential., Information and data colle‘ el -=nl releazed Fo

ihe Central Statistical Department is not adequate for iin parrosc o inivazrial
plannin>, To supplement and augment this data, the project has made an endeavours
to collect indusirial potential data from the Uinistries and ageacics conceried
and has presented the sane in an orfanized form., This data will also ueed up-

dating periodically,

Review of industrial gsituation. It is necessary to evaluate the ind1= rial

situation periodically, to identify the action nceded to accelerate the nace

of developnent, and to identify new projecis ir each sector "or a detziled stud:;,
To fulfil this need the project has studied the di erent industrial sestors

in order to produce a review of the industrial situation in Somalia. This review
presents valuable data on industriea, industrial projects, industrial rroble-s,
and proapects for different industries. It will be necessary to update it
periodically. '

Reference librarv. There is no reference library in the Linistry of Indust ry

for the use of its officials enga.ged in industrial planning. The projeci

has initiated the establishment of a library. It is proposed that by the end
of the projeci the liinistry seek an annual budgetary allocation for the growth
and development of this library.

Investi~ation of nev orojecis. The Department of Industrial Develop:ent also

does not have facilities for investigating new projects, Prospects for the

establishment of the followiag projects have so far been investigated end
interim reports have been presented 1o the lMinistry on a banana-freeze dryins
plant; g cement plant for one million tons capacity and a glass factory. In
addition, 2 dozen new proposals for the establishent of industrial projoects
are under study,

Conclusions

To enable the Hinistry to perform its crcial function in the developren-
of the country, it ie necessar; to create and eszablish the in®rasiructure
needed for promoting and strengthening activity in the field of industrial
plenning, The project to strengthen the Hinistry of Industry has concluded
that an institution capeble of providing technical and economic appraisal,

engineering consultancy, research and information facilities to the industrial

planning unit of the Ministry is an esseniial prerequisitc. A scheme For the
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establishrent of an industrial research centre has therefore been [ormulated,
and if aporovel and irplerented, will ~radually take over the functions at

present assigmed to this project.

Organizational strustare for araiest eyecution

The Deparirient of Industrial Dovelopment in the liinistiry is responsible
for project formulation and projert execution. Houever, this Devarirent is not
staffed and equipped for undertaking engineering activity, and the facilities
required for the const ruction of factory premises, creation of infrastructure
facilities, and erection of indusirial plants etc. have nol been conpleted.

In shorl, though responsible for project execution, the Department is not

equipped [or this purpose.

Building congtruct ion, There is a public-sector agency which undertakes the

construstion of iaclory premises at cost plus 15 per cent to cover the cost of
transport and 10 per cent to neet the contingent expenditure. This agency in
also nol equipped and staffed to execute certain infrastructure facilities

and works related to utilities such as the electrification of premises, and the

jnstallation of water and steam distribution systems.

Contractin- and consuliing, The Department of Industrial Development is largely

dependent on imported technical services for contracting and consulting. Almost

all projects in the public sector are being expanded or modernized. In addition,
the current plan (1974-1978) presents a rather ambitious progranne of industrial

developrent. Thus, work connected with project execution has multiplied as,

correspondingly, has dependence on foreign technical services.

Mesotiations and draft azreements. In vieu of the non-existence or facilities

for regotiations and preparing dralt agreoments in Soralis, the Devartment of
Industrial Developnent must deal with foreign consulting and contracting firms
extensively., This work requires a detailed technical, commerical and legal
exanination of the o fers received from foreign lirms in order to conclude
contracts and agreenments of a varied nature relating tos

Peesitility studiés

Execution of industrial projects

Technical collaboration for project execution

Import of industrial machinery with or uvithout technical collaboration

Inports of mater. ls and spares

Inport of capital for investment in the indutrial projects under
execution
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In the absence of adequate arrangenents in this Department or ‘hLe eval-
uation of proposals of a cormeréial, technical and legal nature received fro=
foreign investors, [inanciers, suppliers of machinery, contractors a-d con=-
sulting; Tirms, the Department is handicapped and lacks the capacit;’ {o proneri:

safesiard the interesis of the count Ty

Particinpation of tre 9roject to siren~hen the Uindst~- o Industr-., The rrojers

has so far participated in the implenentation of the followings
New projects
Lower Jubba complex (sugar)
Edible oil project
Frozen carcass meat plant at Hogadiscio
Frozen carcass meat plant at Hargeisa
Pickling plant for skins at Hargeisa
Tannery at Kismayo
Asbestos sheet plant at Berbera
Expansion of existing projects -
lHeat factory, /}ismayo
Hilk factory, Mogadiscio
Fish-canning plant, Las-khoreh

Conclusion

The Department of Industrial Development is not sdequately staffsd for
implementing industrial projects direct 1y or indirectly through foreimm consulting
and contracting firns, The Department cannot undertake operational jobs, and
therefore it may be advantageous to establish a public-sector agency for project

execution,

Efficiency and profitgbility of evisting industrigl plants. The Deparinent o

Public Sector Enterprises in the Hinistry is also inadejuately staf’ed. Pending
the recruiiment of its ranagement specialist, the nroject has carried out a

preliminar; assessnent of the situation. The areas that appear to renuire

inmediate inprovement in the efficienc; and profitabiliiy of exist ing indust-ia:
plants are production planning and progra:ming and industrial accountancy,

This oonclusion is reflected in the progranne for the training of Somalis.
However, in the case of industrial accountancy, a prograrne has been developei
and includes the followings -

(a) Developing and introducing a unified systen of accounting for

factories;
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(v) Creanizing and ectablishing in the Iinisiry an internal audit

wnit wiih responsibility for the inmplementalion of the accounting system chomenj

(c) Orzanizing a seminar of factor: accountonts for developing training

courses in cost axd “iaancial accouatancyy

(a) Conducting ecourses ithus tailored [or junior accowiianis posied

in ithe Taslories.

This pro:sra e has been developed for implementation in collavoration with the

Sonali Institute of Develon—ent, Adminisiration and MNanasement. If{ has been

discusseid wiihh the r~eneral ranagsers of indusiriel plants in the public sector
(el Lo

and further aciion is in process.

An cxercise in cost accounting was also condunted recently to tork out
G J

ihe cost of pickling skins at Burao and liogadiscio.

Training

Manpover development is a paramount need in Somalia. The industrial surver

already lauached is likely to yield daia relating to the personnel requirements

of existing Tactories. Such data rizht form a basis “or planning a training
prograrne to be conceived both for upgrading the existing skills and creating

new ones.

At present, factories train théir workers. It might be advantageous to
conceive and introduce an apprenticeship training scheme to formalize and improve
the present training activity. Such a scheme could be conceived in collu‘oorati‘on
with the IBRD/UESCO/ILO project in the Ministry of Education.

In sone regions of the country workers equipped with a variety of basic
skills are not availablej; there are no carpenters, mechanics, rluibers,
electricians and not even masons, The only basic akills available are in the
fields of shoe-makin~, tailorins and rudirentar; metal-vorking. This situation
pronpted ihe project parsoanel io make a propcsal for the establishrent ol a
community workshop on an expeririental basis in one of the regions, and a handi-
rraft development centre in another. It is understcod that the Hargeisa Technical
Institute and the training centre at Burao are designed for producing basic skills.
However, this is a field in which multiplioation of activity is urgently needed.

General conclusion

The present organizational structure of the Ministry of Industry is not

fully adequate and not the best suited to its assignment. The linistry is at
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present operating without legal support for its activities in the reni- or
industrial development, for institutional support, and Tor arvivitics »ela- ing
to industrial planning and programming. A legal and instituticnal structare

has, therefore, to be developed and added to the iinistry.

B. Reorganization of the Ministrv 07 Indusir:

Existing situation

The Ministry was reorganized in 1973 into three Depart-ente,

The Department of Public Sector Enterprises is designed to develop an
organizational structure for each individual factory and to provide consulting
services on all matters of technology, investment and management, In addition
this Department was to contain a unit for undertaking an annual interna! audit

of each individual factory.

The Department of Industrial Development is responsible mainly for racro-
planning, programming and policy formulation, It was created to undertake
functions of micro-planning related to project formulation and implementation

as well,

.The Department of Small Industry is responsible primarily for developing
public-sector assistance programmes and is also assigned functions related to

oo-~operative registration and handicraft development.,

The shape and form of the Ministry has undergone a change as envisaged, tut
the process of reorganization has not Zone beyond this point and not deep enourh
to facilitate the growth of services for which the scheme of reorganization was

conceived,

To implement the scheme of reorganization, 36 new posts have been createi.
These include 24 A category posts, of which only 5 have bsen. filled. The sche-e
provides for 10 economists two of whom have been hired, and eight engineers,
none of whom are available, The Uinistry, though reorganized, is incapable
of accomplishing ite full assignment. Hence, for lack of aiequate sta“f, the
Ministry has not been able to devise and use rules, regulations, syste=s and
procedures required to control the management of public-sector enterprises and
the costing of their products. No internal audit unit has been created and no
law has been promulgated authorizing the Ministry to undertake its elerentary

functions of registering factories, new investments, changes in capaciiy =etc.
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The scheme of reorganization guffers from certain i shevad weArnessesS,

It does not take account of the fact that cach individual cs:-rprise in the

putlic se~tior has a quantur of autonowny different from that enjoyed oy the

uge of a separate law existing for the

fricull for the winistry

others. This situation Y.as emerged beca
earh individual enterprise, making it di

managenent of
alized services in the fields of

to act upon any schere for rendering centr

managerent and production.

The scheme also does not take into consideration that all projects in the

public sector are not under the control of the Ministry. There are other

ministries and agencies of the Government (e.ggs the Finistry of Fisheries, the

Livestock Development Agency, the U
This situation militates against all concept

unicipality of jogadiscio), which manage

and run industrial projects, s of

centralized planning and management .

The 1973 scheme for reorganization does not distinguish between promotional

commercial and non-commercial, and creative and operational
are assigned together to the Depariment concerned;
as well as promoiional functions has
areas of industrial

and developmental,
functions, These are mixed and
as a consequence, the emphasis on creative
been lost, and the capacity of the Ministry to act in the

planning and project managenent has been impaired.

To conclude, the resources offered both for the implementation of the schene
t of its objsctives have been inadequate.

of reorgsnization and the accomplishmen
ely to achieve in the best way the

The scheme in its present form is not 1lik

objectives for which it was designed.

New proposal for the reorg;niz‘tion o the Ministry

The experts assigned to the project have deliberated on this situation

veloped a new proposal for the reorganization of the Ministry.
for discussion in a seminar,

and have de
This proposal will be presented to the Hinistry
which will be held in two stages. It has been proposed that participation in

the rirst stage of the seminar be limited to the officials of the Ministry.

In its second stage the geminar may be opened to the representatives of other

concerned agencies, particularly to define the relationship of ths Ministry with

those a_encies.

The new scheme is based on & division of functioms into promotional and

developmental and commercial.

f
a
u
a




The business o industrial development can be hetter organized if nomrmarein’
functions are separated from those that are non-commercial, e.g. prormotional
and regulatory., On this basis, it has been proposed that the Ministr: could

undertake directly promotional and regulatory functions but use autonorous

agencies for the performance of its commercial functions. Thus, the linistr-
could give up its direct involvement in project execution and industrial mana:=z-

ment and develop into an organ of policy making, industrial planning and develor-ent,

The Ministry would be composed of two departments, one to be called the
"Department for Planning" and the other to be called the "Department for
Industrial Development". 1In addition, there would be a unit to provide admini-

strative services to the Hinistry.

Department of Indusirial Develonment. The Department of Industrial Development

would perform all those functions at present assigned to the Department of S-all
Industry and, in addition, would regulate such matters as registration of factories,
new investments, changes in capacity, employment, product mix, patenis and trade
marks, This Department would also be responsible for introducing standardization

of weights and measures and quality control.

Department of Industrial Planning. The Department of Industrial Planning would

be supported by an "Industrial Research Institute", a scheme for the establishment
of which forms a part of this report. This Department would operate as the
secretariat for an industrial advisory council to be established to advise the

Ministry on the formulation and implementation of industrial and technological

policy. The Depértment would invite, receive and process proposals, schemes

and plans for new industrial investment from factories and agencies in the public
sector, as well as from foreign investors and private enterprise. The Department
would undertake a preliminary appraisal of each proposal and it the proposal
should fit into its scheme, the Department would serd it to the Industrial Research
Institute for a feasibility study. On the basis of this study all proposals for
new investments would be finalized for inclusion in the annual deveiopment

programme to be prepared for financing.

% _for Project Execution. As soon as a project is approved and funds for

ils implementation are allocated, it would be turned over to a new public-sector
agency o be created for the execution of industrial projects and called "Agency

ffor Project Exeoution®.




This Agency would be a statutory orgzanization with a board of directors,
on vhich the liinistries of Industry and Finance, the Somali Developrent Bank
ind the Directorate General of Planning and Co-ordination would ve represented.
The representative of the liinistry of Industry would e¢ither be the Secretar:
of State or Director Ceneral, and he would be the ex-officio Chairman. There
sould, however, bLe one full-time director designated as lanasing Director or
shierl Fxecutive. This Agency would develop and use specialized skills and know-
now needed for project execution to ensure minimum dependence on foreign consuliing
and contracting firms. After a project had been executed, it would be turned
over to another new public-sector agency to be called "Agency for Industrial

danagement ',

Agency for Indugtrial lanagement. The proposed Agency for Industrial Management

would take over all tle existing industrial projects being ma.nagéd at present
by this or ry other rinistries or public-sector agencies. Each individual enter-
prise is at present working on the basis of its owm law. The Agency for Iniustrizl

Management iwould be a statutory body and its law would supercede regulations

in existence ior each individual factory. A new legal framework for each factory

might be provided.

This Agency would have its board of directors, on which the Ministries of
Industry and Finance as well as representatives of conoerned public-sector
agencies such as the Somali Development Bank would be represented. The Secretary
of State for Industry or the Director General would be the ex-officioc Chairman.

The Agency would have a full-time Managing Director.,

An organizalional chart of the Ministry of Industry based on the above
proposal has been prepared and is given in figure I.

C. Industrial Research Institute

Justification

In order to choose and adapt imported technology, to ensure quality control
of imported and local industrial products, to introduce norms for standardization,
to develop local technologies and to make feasibility studies, Somalia badly
needs an institution which could undertake industrial research and development
activities. Such activities could include:

"Systematic surve;s, assessment, development and utiliszation of local
natural resources and raw materials, including the adaptation of these raw

materials to unconventional uses;
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"Improvement or adaptation of production technimurz and technical
development of processes for local conditions, including at the pilet~plant

level;

WPro--ision of various services for industry, such as testing, quality

control, selection of machinery, specifications and general technical assistance;

wpssistance in standardization activities, e¢ither by assuring direct
responsibiliiy or by actively; participating in the work of a separate standards

institute;

wIndustrial economic studies, such as market survevs, comparison of
the economnics of different processes, investigations connected with pre-investuent
studies, surveys and statistics of various industrial sectors and, cenerally,

all matters concerned with the establighment of new industries;

tlanagement and productivity studies, including, when indicated,
operations research with the aim of strengthening production and increasing it,

improving organization, rationalization of management and sinilar mza.tters."1

The activities listed above are broad, ranging from simple industrial
studies to highly advanced research, from the mere modification of a machine
to large-scale technological innovation, and from the adartation of imported
technology to the modernization of indigenous technology. Such activities

encompass varied disciplines.

Local (indigenous) technology means production techniques and equipment:
developed over the ceniuries in a given country. Examples include: techniques
for the preservation of certain food products; weaving; use of particular raw
materials; and tools. The modernization of these technologies may solve certain

industrial problems for the country concerned.

As it is impossible in the medium term %o undcrtake all these activities
in a developing country such as Somalia, where scientific and technological
potential and research funds are necessarily very limited, the country must,
while maintaining an ambitious technological policy, remain within the linits

of its means.

For these reasons, it is proposed that an Industrial Research Institute
should be established.

1/ Industrialization of Develoniag Countries: Problems and Prospec:s.
Industrial Resea.rchS tionograph lo. 10, (United Nations pablication, Sales lo.
?

39.II.B.39, \Dlo 10 Pe 550




Organisation

This Institute may be attache? directly to the Secretary of Siate for
Industry or to the Director General according to the scheme adopted Ior the
reorganization of the Ministry of Industry. The alternatives are rellected
in the organization chart stiown in figure I.

This Institute miszht include in the first stage the following sections,
vhich could be expanded periodically according to the needs and in the light of
the experience gained:

(a) Fngineering section with a unit, each Tor industrial econouics

and standardization;
(b) Industrial information;

(c) Workshcp and laboratories which may in the beginning have an
electro-mechanical laboratory and workshop and a ladoratory each for chenical
and food technology.

Laboratories could be subsequently added to serve other industries.

The project to strengthen the Hinistry of Industry may be able to conceive
ways and means of giving a formal shape to the suggested Institute. It is .
proposed that by September 1976 the Institute come into being as a legnl
ent :lt.y on the basis of an agreement-to be conoluded between the Jovernment of
Somalii, UNDP and UNIDC. The provisional internal chart shown in figure II
could roprilent the first staje. .

Engineerinz

Engineering is a broad field; its activities range from the simple engineering

servioes nornally offered by a consultant's offioce to integrated services given
by a large engineering company. A country has to tailor its engineering

institutions to meet it3 requirements in the best manner according to its dezree
of developnent and its plans For socio-economio growth, In view of ihe coniitions

in Somalia, it is proposed that a riulti-disciplinary department be asiablished
as pa.ft of the Institute for Industrial lesearoh io undertake activiiies suct
ast

Poeasibility studies

Studies of plant infrastructurs

Studies of industrial buildings

Selection of equipment and technical process
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Design and/or modification of industrial equioment
Equipment control during the production phase

Equipment acceptance
In-process work supervision
York acceptance
Productivity

A structure of this kind could be of assistance to the Governwuent in the
formulation of its policy in the area of technology and, especially, in the
gelection of its industrial projects, their execution, the hiring of technical
personnel engaged to work within the country and the draving up of licensing
contracts. At a later stage, it could participate in the design o~ industriel
projecis and in developing equipment and tools. Special attention will have to
be directed towards the development of a local capability in the area of
engineering design. "Engineering design is a creative activity concerned with
the origination or modifioation of an industrial article, including the accom-
panying research, development and testing, resulting in specifications, working
drawings of plans, pilot models and prototypes, and in data and instructions
to facilitate manufacture. In the end, the design must be acceptable to the
oonsumer and may need to be modified from time to time to satisfy current market

demands."

Since there may not be sufficient national personnel, applicatione may be
made for international assistance and/or the recruitment of foreign experts.
The existence of a structure of this type in the country is no less than indi-
spensible, since in this way the Government would have at its disposal a working
tool which would alwvaye be available, often less costly, backed oy a better
knowledge of the country®s labour conditions and needs, and better able to defend
the national interest. The establishment of an offioe of this kind would not
rule out thé pos#ibility o subcontracting those portions of projects which the
department could not physically or econonicall, randle itself. The ofTice rust
involve itself as much as possible in the work assigned to foreigm engineering

companies.

The availability of such a structure should not preclude the existence in
the public sector of small groups of highly specialized oonsultancy bureaus,
whioh could play a very specific role.

The Develotrent o Encineering Desism Capabilities in Develooinz Countrics,
(United ations publication, 3ales Jo. 72.I1.3.2), p. 1, 1972.




Indugsirial in©o =uation

he Lerm "industrial infornation” is used in this pajer in ean speci i~
iters of scientific, technical and economic knowledge that can be cormunicated

and anplied in order to facilitale and accelerate the process ol econouis srouile

"Mevelopin~ coumirics need inTorraticn on all aspents of indusivy - Lehnnioz,
production, rarketing nethods, finaarce, business anl personnel ranagement -
in order to set up new plants and to ™ existing plants more erfincientl;”
I'ost of the information required to meet this reed is availatle in indus-
trialized or in other developing countries, but a system must ve devised
for its transfer to potential users. A primary requirement of a transfer
system is a national bod, that can both marshal the information available
in ithe country, complementing it with intake from other countries, and
trancmit it to the local user.”
In Somalia there is no institiution offering an industrial inforration service
for the growth and development of industry. It is proposed that as a prart of
the Industrial Research Institute a department for industrial informetion be
established., The rain purpose of this department would be tog
(a) Define the information to be collected;

(b) Identify the sources of information inside and outside of the

countrys -

(¢) Identify the circuit of collection;

(d) Collect such daia as required;

(e) Process and document the data collected;

(f) Identify media for storage and make arrangements for the storage
of datag

(¢) Identify receivers;
(h) Identify media and circuits of diffusiong
(1) Set up a documentation and relerence unit.

To achieve the purpose outlined above it would be advantageous to pool
local sources of information. A national aetwork should be set up and linked

to recional and international networke as & derander and supplier of information.

ndustrislization o Develoriny Cor ut*iel: P*obl--—s d Progrects.
trial In“ormgiion, llonograrh io.

9 II.B.? ,,. vol. 13)| P 17,
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Yorkshops and laboratories

An electro-mechanical workshop and laboratory might include the ®ollouing
equipnent s
1 lathe machine about 2,000 mm length x 200 mn height and £ ip,
equipped for rectification works
lathe machine about 600 rm length x 100 mm heizht
universal milling machine, table surface about 1,200 x 00 mn
shaping machine course about /00 mm
radial drilling machine, diaeter about 45 mn
drilling machine, diameter about 30 mm
drilling machine, diameter avout 15 mm
sharpener for tools
trimming maohine

hand-lever chears. cutting length about 1,000 mm for sheeils
R = 40 kg/mm2 and 2 mm thickness

1 hand three-roller calendar, calendaring width about 1,000 mn and
2 mm thickness

1 hand-~type universal bending maohinc, working length about 1,000 mn,
2 mm thickness

Equipment for electrical and oxyaoetylene welding
Usual rortable and manual _equipnent for a small mechanical workshop

S I S )

Usual equipment for testing and measuring in an electro-technioal
. laboratory
In the first stage of implementation of the Institute it may be sufficient
to collaborate with the UXTDP/U}IIDO Foundry and Hechanical Vorkshop pro ject and
to use the facilities of this project, which include most of the machines listed
above. Nevertheless, the Institute could supply the items that are unavaileble,
This solution could save time and money for the two projects.

Close collaboration should be maintained betiween the Institute for Indusirial
Research, the Instiiute of Buildinz llaterials, the llogediscio Technical Insiitute
and the new Faculty of Engineering at the University.

On the basis of data being obtained from the survey already launched b the
Hinistry of Industiry, which comprise, inier alis, the identification of indusirial
equipment and industrial problems, a list of equipment oould be prepared for
chemical and food technolog’ laboratories.
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The ‘-,TIH)P,/U'?!IDO Foundr: and llechanical Workshkop project disposes of a large

building which includes 37 rooris, accomodation for a metallurgical lavorator:,
iwo cafeterias, a reception hall etes, and is unoccupied., The project to |
strenthernr tlie llinistry of Indusiry is aboul to transfer to this suildin-, [
Since ~lose collavoration has to be maintained beiuwcen these two projects and
since ‘he roject 1o strenginen the Hinistry of Industry is proposed as the core
of the Tutwre Institute for Indusirial Research, ii is sugmested that ihis
Institute be located in the building. Accommodation created for one o the

tuo cafeterias could be usel for establishing laboratories for chenical

and Tood techinolo s Vhen tlie need occurs, an extension of the building is

aluays possitvle,

Personnel re~:ir~ents

The requirements of technicel assistance for the Institute have been

roughly estinmatcd. Since the Institute would have all the functions at present
asgicned to the project to atrengthen the Ministry of Industry, it is proposed
that this proje~t be transformed to man the expert advisory service that would

be needel by the eacineering section of the Institutes The Projecct ilanager

might be adviscr to the Director General, It would be possible Tor these experts
also’'to organize and establish laboratories in their respeotive fields. As
regards industrial inforration, it is proposed that the services of a short-

term consultant be obtained to organize and establish this service. 1In addition,
one United ¥ations expert in standardization and one United Nations electro-

technical engineer would be needed.

It is difficull to esiimate accurately the requirements of Somali personnel
for this Institute. It is proposed that, to begin with, the counterparts of
the experts wori:ing in the project to strengthen the Ministry of Industry should
assune responsibility for managing and running ithe engineering section. It
would Le necessar’ to supplericnt the existing Somali personnel by providing
the services ol:

(a) A technologist to head the ladboratories ail workshops;

(b) An information spe~ialist to head the industrial information
service (a one-year fellouship has already been awarded to s Somali official
for trainiag in this field);

(c) Supporting stafs which may include two engineers, four investi- .
gators, four technicians, one lidbrarian, iwo statistioians, one official trained

in documentation, and an adequete nurber of typists, drivers etc.




On the oompletion of the industrial survey underva;-, the position nay be
revievwed in the lisht of its results and ‘he necesaar; aijustnentis rade in the
requirenents of Soriali and United ilations personnel no: estirated for this
Institute.

D. Recormexiations
It is highly recormmended that the !linistrr of Industry should be

reorganised, taking into consideration the proposals of the projest to sireasthen
the Hinisirys

1, To createt -
(a) An fndustrisl public-sector agency;

{v) An industrial projects executing agency,
(¢) An industrial research institutes

To put under the supervision of the !linistr; of Industry all indusirial
projects and plants. This arran~enent should not exolude a dose collaov-

oration witth other agencies concerned with industrial development;

. -
To accentuate the role of the project in the negotiation and preparation
of oontracts for the implementation of new industrial projectsy

To provide adequate suppors to the project according to the terms of
the Project Document in regard to count erparis, supporting personnel
and accommodations}

To inorease the number of students in the Faoulty of Engineering,
prolong the duration of study up to five rears and revise the curticula
taking into consideration the necessity “or greater specialization. .

A close collaboration between this Faculty and the Hogadiscio Technical
Institute (project UNDP/UMESCO/ILO) would be beneficial.
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