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INTRODUCTION:

1. National Economic Council hosted its second-high level National Economic Policy
Forum on the 13th of June 2019 in Mogadishu Somalia. Over 150 participants attended
the forum and discussed the regional economic cooperation of the Horn of Africa,
Somali national investment strategy, financial integrity and accountability, and fiscal
federalism, resource sharing, and management.

2. The 2nd NEC policy forum was officially opened by His Excellency Mahdi Mohamed
Gulled the Deputy Prime Minister of the Federal Government of Somalia, Hon.
Gamal Hassan, Minister of Planning, Investment, and Economic Development, Hon,
Mohamed Abdullahi Salad Omar Minister of Aviation and Transport, Hon. Eng
Abdulahi Ali Hassan Minister of Commerce and Industrious, Hon, Abdulahi Sheikh
Qalocow Deputy Minister of Finance, Hon, Fahma Ahmed Nur Deputy Minister
of Planning, Investment and Economic Development. Hon, Mahmed Said Deputy
Minister of Health, Abdirahman Abdulahi Governor of Central Bank, Mohamed Ali
Auditor General. Members from the Upper house and Lower house of the parliament
were equally in attendance.

3. A delegation from Federal Member State also attended the policy forum among them
were Hon. Adam’Ow Hirsi Jubaland Minister of Planning, Hon. Mohamed Abdulle
Hirshabele Minister of Finance, Hon. Yahye Ismail Hirshabele Minister of Commerce,
Hon. Ismail Gamadid Puntland Minister of Environment and Agriculture, Yasin Mire,
Puntland Deputy Minister of Planning, Abdihamid Mohamed Ali Hirshabele Deputy
Minister of Planning, Yasin Ibrahim Puntland Deputy Minister of Finance, Hon. Suad
Salah Deputy Minister of Aviation, Hon. Mohamed Bashir Puntland Deputy Minister
of Petroleum. Somalia’s international partners, including UNDP, World Bank, EU,
DFID, USAID, private sector, academia, and civil society members participated in
the forum.

4. The forum was supported by the United Nations Development Program (UNDP)
together with the World Bank.

5. The Policy forum included the following plenary sessions:

* Regional Economic Cooperation
» Somalia National Investment Strategy
« Financial Integrity and Accountability

* Fiscal Federalism, Resource sharing and management



Key messages and action points

1. The meeting acknowledged the progress made towards debt relief and economic
reforms, according to statistics, the country has regained financial stability, with an
accelerating growth rate of 3%. This rate is still lower than the regional average of
6.1%. Nevertheless, the current economic progress indicates future sustainable growth.

2. The participants welcomed the findings and recommendations of the studies undertaken
by the NEC advisors and praised NEC for their effort in contributing to the country’s
economic reform agenda.

3. Following the presentation of the studies, the participants highlighted the need to
enhance public awareness of NEC’s work. Information-sharing mechanisms should
be put in place. The meeting noted NEC advisors to engage parliament and federal
member states.

4. The meeting agreed that several structural issues are to be addressed to unlock the full
growth potential of the Horn of Africa. Given the fact that infrastructure development
is an essential driver of transformative growth and job creation, the participants
highlighted the weak infrastructure in this region. The meeting also noted the problem
of excessive concentration on primary commodities exports, for example, agriculture
and livestock, in light of the more diversified intra-regional trade such as the digital
economy, blue economy and locally manufactured goods therein.

5. The meeting noted cooperation on trade and infrastructure networks represent an
opportunity to consolidate achievements in poverty reduction and economic growth
in the Horn of Africa.

6. The meeting stressed the need to take into account the interests of landlocked countries
in the modernization of port infrastructure to promote the creation of regional value
chains. The development of dry ports, corridors, and transport infrastructure is a
priority, as part of an integrated regional approach to investment.

7. The meeting has acknowledged that addressing Somalia’s investment gaps will help
yield dividends for economic transformation. The meeting noted despite Somalia’s
strategic trading position and potential natural resources; investment growth is behind
compared to other countries in the region. Insecurity limits foreign investment, lack
of credit to local businesses hinders investment growth, and the absence of a credible

banking system.



However, the meeting noted that credit growth does not automatically translate into
investment growth, but the structured financial system can meet the development
strategies that need in Somalia. Proper regulatory policy and governance of the
banking sector have to be put in place to create a healthy savings culture that may
promote sustainable investment.

Participants emphasized the importance of mobilizing remittances from the diaspora to
finance development. In Somalia, remittances amount to 12% of the GDP and are one
of the highest rates in the region. Although this contribution is significant to economic
growth yet, there are no policies aimed to optimize these flows into investment. Hence,

efforts still need to be provided towards integrating them into a national strategy.

10.The participants discussed the critical role of private investment, creating a conducive

bk,

regulatory environment, and proper assessment of risks to ease doing business in
Somalia. The meeting recognized the importance of industrialization and addressing
infrastructure bottlenecks through targeted investment and tailormade industrial
strategies and policies.

The meeting acknowledged that the Government had achieved significant progress in
public financial management. Despite these efforts, Somalia remains the most corrupted
country in the world according to the perception index. The meeting encouraged the
government to compact the root cause of corruption and provide public awareness of
the progress made therein. The meeting also noted the importance of establishing an

anti-corruption commission and strengthen the regulatory framework.

12.The meeting agreed that the implementation of these activities requires political

commitment. to enforce anti-corruption reform, it must start from the highest office
and should be a top-down approach. It should also be collective responsibility among
government agencies, parliament, private sector, civil society, and the international

community.

13.The meeting also noted that rating agencies lack accurate information on what takes

place in Somalia. Therefore, adequate information should be provided to the rating
agencies, and the Government should openly communicate on measures undertaken
on condensing corruption cases. The participants agreed that rating agencies must
seek proper information from reliable sources and should not base their findings on

secondary data alone.



14.The last part of the discussion focused on fiscal federalism, resource sharing, and
management. The meeting acknowledged that there had been significant progress
towards revenue reform. Despite this achievement, revenue and tax collection is
relatively low compared to other countries. The meeting discussed various constraints
that are limiting the Government’s capacity to collect revenue across the country. These
include misinterpretation of the federal system, trust between the federal government
and federal member states, and the ability of the ministry of finance to collect and
manage revenue. The need to complete the draft constitution and the establishment of
an independent revenue authority was discussed.

15.The meeting acknowledged seven out of the 14 East African Countries had established
Revenue Authorities, among them, were Uganda, Kenya, Tanzania, Burundi, Rwanda,
Ethiopian, and South Sudan. In these countries, significant improvement in revenue
collection ware reported after the establishment of the revenue authority.

16.The meeting agreed that the government should undertake structural reforms on
implementing fiscal federalism, to ensure collection of revenue from all sources.
Participants recognized that the constitution must reflect a revenue-sharing formula.

17.The meeting agreed that autonomous revenue authority is vital to economic growth.
It is the vehicle to improve the federal system in Somalia, and it will enhance the
government’s budget, which will result in better service delivery to the public.

18.In conclusion; participants expressed a sincere vote of thanks to the National Economic
Advisors.

19.The date of the 3rd National Economic Policy Forum will be determined at a later date

subject to consultations and approval of the Federal Government.



