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Chart 39: Policy recommendations

Recommendations

Strengthen stability and state capacity by improving public institutions
and coordination between federal and state governments.

Prioritize coordinated sector reforms for integrated improvements and
greater development gains.

Invest in education and governance to boost GDP per capita and
accelerate poverty reduction.

Accelerate structural transformation by expanding into manufacturing
and agro-processing to enhance productivity.

Build a climate-resilient agricultural economy to reduce vulnerability to
environmental issues and create jobs.

Close infrastructure gaps by improving energy, transport, and digital
connectivity through targeted investments and partnerships.

Diversify trade and deepen regional integration to reduce reliance on a
few markets and enhance economic resilience.

Build fiscal resilience by expanding the tax base and formalizing the
economy to reduce aid dependence.

Manage displacement and urbanization with effective urban policies
addressing informal settlements and service access.

Address demographic pressures through investments in health and
education, focusing on family planning and girls' education.

Chart 39 summarises the policy recommendations for Somalia.

Somalia’s development trajectory continues to reflect the long-term consequences of decades of conflict, even as gradual
progress in rebuilding state institutions and governance capacity becomes increasingly visible. State formation remains
uneven and fragile, and the legacies of conflict continue to shape the country’s economic and social foundations.

Within this context, Somalia’s development prospects are shaped by a set of reinforcing structural hurdles. Insecurity and
limited state capacity constrain service delivery and investment. Low human capital and rapid population growth limit per
capita income growth. Climate shocks disrupt agricultural production and sustain reliance on food imports. Persistent
trade deficits, concentrated among a small number of Gulf partners, expose the economy to external vulnerabilities. At
the same time, an underdeveloped manufacturing sector hinders productivity growth.

The report’s central finding is that piecemeal reform will not be sufficient. The largest development gains emerge from
coordinated action across sectors. This is evident in the Combined scenario, where integrated improvements across key
development areas would raise GDP (MER) by US$18.9 billion, increase GDP per capita by US$903, and extend life
expectancy by three years. By 2043, the scenario will also result in 6.1 million fewer Somalis living in extreme poverty
compared to the Current Path.

The scenario comparison section highlights that improvements in education and governance are among the most
powerful levers for development in Somalia, generating the largest gains in GDP per capita while also accelerating poverty
reduction.

Within governance, however, the analysis points to a critical constraint: state capacity. Somalia records its lowest
performance on the capacity component of the composite governance index in our modelling, reflecting the continued
fragility of core public institutions. While they increasingly exist in formal terms, their operational depth remains limited
and many core functions still depend heavily on external financing and technical support. The central challenge, therefore,
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is not policy ambition but implementation capacity. Strengthening core public institutions, improving public financial
management, and enhancing coordination between the federal government and federal member states will be essential
to translate policy commitments into tangible development outcomes.

The strong impact of education reflects a broader catch-up dynamic typical of countries starting from low levels of human
capital. With low enrolment, completion rates and learning outcomes across the education system, even moderate
improvements can yield substantial gains in productivity, living standards and poverty reduction. These findings also align
with the priorities embedded in Sustainable Development Goal 4. The SDG framework places strong emphasis on
foundational learning, including early childhood development, universal completion of quality primary education and the
achievement of basic literacy and numeracy. Strengthening these foundational stages is essential for improving
progression through the education system and building the human capital required for long-term development.

Somalia’s projected economic transition is characterised by continued expansion in the services sector, while higher-
productivity sectors remain underdeveloped. A large share of economic activity remains informal and concentrated in low-
productivity agriculture and low-productivity services, limiting the pace of structural transformation. Although services can
support growth, sustained development typically requires the expansion of the manufacturing and agro-processing
sectors, which deepen value chains and create wider economic linkages.

Somalia’s agricultural economy must become both more climate-resilient and more productive. Agriculture and livestock
remain central to livelihoods, but their continued exposure to drought, environmental degradation and climate variability
undermines stability and growth. At the same time, Somalia must address critical gaps in productive capacity, including
the underuse of irrigable land, limited value addition in agro-processing and the underdevelopment of the blue economy.
Expanding these areas will help the country retain more value domestically, diversify exports and support employment
creation.

Closing critical infrastructure gaps will be necessary to support structural transformation. Low electricity access, high
power costs, limited digital infrastructure, weak transport connectivity and underdeveloped logistics systems continue to
constrain firm growth and value-added production. Expanding renewable energy, improving transport links between
agricultural zones and ports, and strengthening logistics and trade infrastructure can lower transaction costs and support
domestic value chains. Given Somalia’s limited fiscal space, infrastructure expansion will require carefully structured
public-private partnerships and targeted external financing focused on high-impact projects.

Somalia’s trade structure remains strongly concentrated, with exports dominated by live animal trade to a small number
of Gulf markets. This concentration exposes the economy to external shocks and limits opportunities for broader value
addition. Expanding trade with regional and continental markets, therefore, offers an important opportunity to diversify
exports and strengthen economic resilience. Deeper integration through the African Continental Free Trade Area presents
an opportunity to expand Somalia’s regional trade links, but realising these gains will require improvements in
competitiveness, customs efficiency, trade logistics and regulatory alignment. Somalia’s long coastline and growing port
infrastructure offer a potential advantage for strengthening trade links with neighbouring countries and wider African
markets. At the same time, reducing reliance on live animal exports will require developing new export sectors, including
agro-processing, fisheries, value-added livestock products and selected service industries. Achieving this transition will
depend on sustained investment in infrastructure, skills and institutional capacity.

Strengthening domestic revenue mobilisation and gradually reducing reliance on external assistance will be critical for
Somalia’s long-term fiscal sustainability. The country’s narrow tax base, widespread informality and heavy dependence on
donor financing limit the state’s ability to finance development and deliver services reliably. Expanding domestic revenues
through stronger administration, improved compliance and the gradual formalisation of economic activity will therefore
be essential. At the same time, a more predictable regulatory environment, stronger financial governance and lower
investment risk can help attract greater private capital, including diaspora investment and foreign direct investment into
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productive sectors. Over time, shifting from aid-financed consumption toward investment-driven growth supported by
stronger domestic revenues will be key to building fiscal resilience and strengthening state capacity.

Somalia needs a proactive and inclusive approach to urban governance to manage rapid displacement-driven
urbanisation. Climate shocks and conflict have pushed large numbers of people into towns and cities, where many settle
in informal areas characterised by insecure tenure, weak infrastructure and limited access to services. Without deliberate
policy responses, this pattern of urban growth risks deepening vulnerability and entrenching urban poverty. The challenge
is compounded by Somalia’s limited administrative capacity, which constrains the adoption of conventional state-led
urban planning models. As the World Bank notes, the country is not yet positioned to implement urban development
strategies that rely on strong, coherent state institutions. Urban policy must therefore adopt a pragmatic approach that
works within Somalia’s existing hybrid governance arrangements, while gradually strengthening public institutions and
administrative capacity. Within this context, sustainable long-term solutions for internally displaced persons and
returnees should prioritise livelihoods, housing security and access to services, rather than prolonged camp-based
assistance. If managed effectively, urbanisation could become a driver of economic diversification and more efficient
service delivery. If neglected, however, it is likely to reinforce inequality, instability and fiscal pressures.

Rapid population growth continues to shape Somalia’s development prospects. High fertility rates and early marriage
place sustained pressure on schools, health systems and labour markets, slowing improvements in per capita income.
Expanding access to family planning, delaying early marriage and strengthening girls’ education will therefore be essential
for moderating dependency ratios and improving long-term human capital outcomes. Strengthening the health system
will be equally important as the population grows. Expanding community-based health services, particularly in
displacement-affected and underserved areas, can improve access for vulnerable populations. At the same time,
investments in water, sanitation and hygiene remain critical for reducing preventable disease, while early screening and
integrated primary care will become increasingly important as the burden of non-communicable diseases rises.

Ultimately, Somalia’s future will depend on whether it can turn incremental gains into a coherent development pathway
that aligns institutional capacity, economic transformation and human capital, and translates these into a coordinated
reform agenda.
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