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Developmentin Somaliais not supportedby the international community
Background

Mindless anarchy has continued to grind along in S@salicethe fall of the last

government irl991. The results have been ongoing insecuifigt economy, extremely

high systemicunemployment, a lack of widespread education and healthcare, a lack of hope,
and increasing despair and radicalisation. International policy in the same period has been
indifferent and/or poorly focussed. This lack of coherent vision has further exacerbated an
already bad situation.

An example of poonternationalpolicy has been thielinkeredfocus upon humanitarian
needs rather than developmenn the symptomsand not the causes of ongoing poverty,
insecurity and hopelessneasd despairThe results of such a policy approach have been
endless cycles of violenckeopelessness and deatind despair within the international
community, viewing funding toward $wlia as throwing money into a black hole.

For more than 15 years, SAACID has been calling on the international community to

implementa balanced policgpproach evening fundingmmediatehumanitarian neexdn

parallelwith long-termdevelopment. The geals of SAACID, and many other active field

actors in the Somali context, have continuously been ignored with a yawn of indifference. A

risk adverse international community has shied away from investment in development in

Somalg, saying alternativelytha, Ai t i s not the right ti meo,
achieved or sust ai nvetdn practicefthe epp&itensadtually tue.nt e xt o

The communitybased implementation philosophies of organisations likeHABITAT and
the InternationalLabour Organisation (ILO) have yieldedtstanding anémpirically
verifiablelong-term durable results in community infrastructurd;these organisations are
the poorest funded in the Somali theatre of operat@rganisations like SAACID have
sustained communitgased health and educational facilities for more than 15 years; and
SAACID has been operating a miecoedit programme that provides small loans for Somali
women for more than 17 years. These investments have not only been susteyneaye¢h
been life changingonly their scale has not allowed a systemic impact to occur.

A fundamentaparadigm shift irpolicy towardsSomalianeeds to occuiThe international

community need to stop relying on conventional crutches to explain awayedeaffailure

and begin to genuinely review what has worke
put through existing policy and programming, and a renewed focus on the many success

stories that have been developed and sustained in the Somalitconte



S AACI| D06 screditiindtiatioe

An example of enduring development success has®&ACID6 micro-credit programra,

which began back 1993. Unlike most other mictaredit models around the world,

SAACID imposes only a minimal service charge ombd provides to poor Somali women
(1-2% - in Somalia, where the dominant religion is Islam, 'interest' is perceived as usury [riba]
and is against the principals of Islam). SAACID's philosophy is not to gouge a large profit
margin out of thelients but to help thosezomenout of poverty and provide them with

dignity and economic independence. The downside of this is that the core capital stock grows
slowly, meaning thaBAACID remairs relatively limited inits capacity to help large numbers

of poor and illiterate Somali womelRAACID has received some capital input from
organisatios like Oxfam America, Oxfam Novib, and the Mennonite Central Committee, but
overall those inputs remanuchtoo small to provide a systemic impact.

SAACID uses a largeumber of layered mechanisms to ensure the repayment af Tdas

core principal thaBAACID usesis fiknowyour-customed. As we work so closely with local
communities, we have an intimate understanding of the structure of these communities and
what mechaisms and strategies to put in place to ensure loan repayfirsgt mechanism

to ensure repayment of lo&a 3month training regime, providing business enterprise
classes. The-Bhonths of classroorteaching, testing anaonitoring provides SAACID with

time to reviewaptitude genuine interest, armbmpletecommunity background checks
individual candidatesVomen who succeed in graduating from these classes then receive
their first Block | loan.

Anotherof themechanisméor loan repaymeris an incerive-based loan mechanism. The
first loan provided is US $300 and has to be repaid over 38 weeks. The current service charge
on this loan isl%. Three hundred dollars is not really sufficient to develop a good business
plan in the Somali context, but it doteach fiscal discipline. SAACID staff monitor and
support allclientson a weekly basis through tHi& cycle. This provides the necessary
support net that helps ensure that no one fails. ifliaet thenwishes to take outBlock Il

loan, she is penitted to take a loan for US $60#nd this has to be repaid over 46 weeks (the
service charge remains flat at 2%)Bhock Il loan is allowed at US $1,000, which has to be
repaid over 72 weeks (the service charge currently remains flat aa@8Block 1V is also
theoretically available, but to date, SAACID does not have the capital stock to provide this
loan schedule.

SAACID also binds women receiving loans into solidarity groups. Women are bound into a

group of 5; a group of 20 and a group of 100is layered grouping approach provides a loan
guarantee mechanism. It also provides@psrt group for common problesolving and a

safety net for agreed shdagrm individual financial difficulty. Solidarity groups are organised

as a formal associatierhaving their own constitution, rules, regulations, Board and weekly
meetings. Finally, women wanting to enter the programme have to provide both a security
guarantee (a deposit) and a guarantor from the wider community thattesil tahe

worthinesocf t he applicant. This | ayered process |
Poverty Bank to the point th&AACID has never lost any loan capi(addividuals have

failed, but the solidarity groups have had to cover those failures)



How successil is the programme?

SAACID hasconductedngoing reviews of thprogrammeover the past 17 yearfhe
results of these surveys and reviews indisat®ae startling results:

T

84%oof clients surveyed indicated thexerethe primary breadwinner in their
houshold now compared to 66% before joining the crgaivgrammeLikewise,

only 2% of participants claimed their husbamdsethe primary breadwinner in their
household now, compared to 21% befen¢ering the programmeéifty-eight percent

of marriedclimt 6 s hwesbnanmphbysed

Average family income BEFORE joining the credit scheme was US $1,370 per year,
while the averagFTER is US $2,526 per yearan 84% increase

Average takdnome incomechievedrom businessvasUS $1,692 per year. Take
home inomewasover 50% of total family iname for 79.3% of clients

Annual takehome income from business increased progressively with each loan as
follows: aBlock | loan generated an average of US $1,440 periyaatl% increase,
aBlock Il loan averaged US $261 per year a 22.3% increase,Block Il loan
averaged US $2,029 per yéaa 15.2% increase, and a 4/5th I¢Biock Il level)
averaged US $2,605 per yéaa 28.4% increase

Monthly business revenue increased progressively with each loan as falBlwsk |
loan generated an average of US $535 per nioatB62% increase,Block Il loan
averaged US $785 per moritla 46.7% increase,Block Il loan averages US $1,374
per month a 75% increase, and a 4/5th Iq&hock 11l level) averaged U$2,226 per
monthi a 62% increase

Average family food spending by clients was US $55 per month BEFORE they joined
the creditscheme, compared to US $100 per maxETER - an 82% increase

The average amount spent on child education was US $7 per month BEFORE
compared to US $24 per morAlRTER - a 243% increase

The average amount spent on healthcare was US $4 per month BEC&Diared to
US $12 per montAFTER - a 200% increase

Seventytwo percent of clients indicated theydhaurchased or engaged in se#fined
luxuries since joining the creesicheme. Théresholdakehome income of those

who identified disposable income for luxuries was US $1,884 per year

The average amount spent on business stock BEFORE joining thescieshte was
US $153 per montltcompaed to US $726 per monthFTER. Thiswasa 375%
average increase in stock tumeo due to growing sales

7% of clients surveyed hired employeafter receiving loans. Those employees
receivel US $1650 per month

Average family size is 8.4

The average numbef ohildren conceived was 5.7 children per woman

90-92% of clients surveyed (depending on the question asked) identified positive life
changes, increases in status and prestige, and increasessteeth as a result of
joining the crediprogramme

35% ofclientsindicated members of their family assist them in the business
operations

79%of clients surveyed indicated they used the loan(s) to expand their stock by
increasing the quality and quantity, while 8% enlarged or moved their shop, another
8% changd their type of business, at least 4% opened an additional shop, and 1%
began wholesale or import/export



The results of this programme are outstanding by any measure, yet SAACID finds in virtually
impossible to attract further international partr@rsaptal. SAACID hasconsistently

lobbied governments, International Organisations (l@sjl INGOdor further capital inputs,

but overwhelmingly there is no interest in such exceptional and durable oufpats. is

simply noserious osustainednterest in development in Sonal

Micro -credit client stories
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Habibo operatngher charcoal business

A My name .Ias aBaybaoldnwother with 6 children. I live in Wadajistrict in
MogadishuCity. | amtheonly source of income fany family. My husband is currently
unemployed. He used to work as driver, but he stopped driving after the insecurity within
Mogadishu increasedince the Ethiopian invasion in support of the TFG.

| have been operating my busis€for many years now, after SAACID encouraged myself

and many other women to become business women. SAACID has provided me with several
loans now of an increasing amount each time. SAACID encouraged women in Mogadishu to
become active in business aftemsany men had died in decades of warfare, and so many
men have lost their longrm jobs with government. My business continues to grow, even in
this terrible environment. | could not have achieved what | have in business without the long
term training angupport that | have received from SAACID. We all hope that SAACID will

continueitsmicrc r edi t programme in orderoto increas:



Asho

Asho serving a client

fiMy name is Ashol am 50 years oldand | have @hildren. | am currently residing Waberi
District, where | have been living f@most30 yearsnow.

| started my small business in 1995 with a small amount of money. At that time, my business
was not making any progress, because | used to sellnhdfany home only soap,

detergents, sweets and other things that were not too expensive. However, my business
boomed when | got my first training and loans from SAACID in 2006; and since then, | have
rented 1 room and | created my shop. Now | am in thieli@iof a Block 11l loan from

SAACID, after successfully repaying 2 smaller lodhss my sincerest hope that SAACID

will continue and expand its micieredit programme. It has changed my life and the lives of
my family forever. | really hope that SAACIEbn offer it loan scheme to so many more

Somali women who would love the opportunity that SAACID provides



AMy name is Habi bo. Il am 58 years old with ¢
been living in Yaqgshid District for almost 40 years.

My children have been displaced by the fighting, but | stay home alone and work at Suuq
BacadMarket where there is sometimes shelling and fighting around the market. In fact, we

try to survive with the shelling and the stray bullets. When there is fighting we run into

concrete building in the market for protection. The fighting has affected! thiestnesses in

the market, and most of the big merchants have started to move from the market to Elasha
Biyaha in the Afgoye Corridor; and the Carfid aresBoal| 6 ad Road. I n fact,
continues all the merchants will be forced to move ounftioe market.

Since the collapse of the previous government in 1991, Somali women have become the
bedrock of the family and the head of a majority of households. This is because so many men
have died, or have led the country. The long conflict has relaéilgged Somali society, and

now women are encouraged to run small businesses. This never happened under the old
government. This change has been driven by necessity.

SAACI D has supported us as we are women, and
would have died of starvatio®efore SAACID gave me my first loan in 1999, it was not

possible for me to be involved in business, because the benefits from business were too little

and the risk was great. However, when SAACID gave me training and loansddpit and

my moral improved, and | started my business. Now, my business has become very

successful, and | have repaid all my loans to SAACID. | want to thank SAACID for all their
encouragement and support for Somali women. SAACID has been around ianenanid

they have supported women with many different programmes for decades now. All Somali

women really appreciate the special attention that SAACID gives to Somali women



Shino

Shino serving a customer

A My n aShieoa n d 36 yeans oldvith 5 children- 3 girls and 2 boys. Currentlyam
receiving a Block Il loan from SAACIDafter having successfully paid back my previous
loans. | had a completely different life before SAACID identified me as a vulnerable poor
mother, anc&ncouraged me to enter their mian@dit programme. | had no previous business
experience, but SAACID took the chance and trained me in business and then gave me a
Block | loan.

Now | 6 m "an, antymy Business is really growing. | own and opexatrug store,

and I 6m the happiest person in the world. Wh
pharmacist that is why | chose pharmacy as my business. Now my drug store business is
making a profit, and | 6m aer,tweluksawerbw,andtl qual i

have a good reputation among the community in Waberi District.

| requestSAACID to continue supportingomen, ancncourage motherbecause mothers

are the backbone olr society andnowthey are the only breadwinners foetfamilies in
MogadishuMy other request to SAACID is for SAACID to give more loans, and larger

loans, so that we can become very successful and famous business people in Mogadishu and
Somalia.



