6 State Collapse, Informal Networks,
and the Dilemma of State Building in Somalia

It is a central irony in the war on terrorist finance that it has proved
counterproductive in the context of Somalia. A key assumption in
counterterrorism policy is that weak and collapsed states serve as
a breeding ground for terrorist recruitment and a refuge for global
terrorist cells. Yet the regulatory constraints imposed on informal finan-
cial transfers have had the unintended consequence of potentially
undermining state-building efforts in the very region of the world
which is in most need of building and strengthening formal institutions.
Somalia represents an important example in this regard. The hawwalat
system continues to represent the most important conduit of capital
accumulation. Moreover, in addition to ensuring the survival of mil-
lions of Somalis, the hawwalat have the potential to play an important
role in ongoing state-building and consolidation efforts. A key deter-
minant of state formation is the ability to both encourage and tax
private economic activity in order to consolidate political control and
expand the infrastructural reach and power of the state. The case of
northern Somalia has clearly illustrated that achieving success in this
sphere both reduces clan-based conflicts and stems the tide of extrem-
ism and terrorism.

In the more stable regions of Somalia (i.e., northwest and northeast)
where I conducted my field research, political leaders have managed to
gain the trust and cooperation of the Somali businessmen operating the
hawwalat companies, who have earned windfalls from the lucrative trade
in remittances and foreign currency. As a result, state builders, most
notably in Somaliland (i.e.,northwest Somalia), have established a high
level of peace and stability and revived governance institutions.! In
November 2017, Somaliland witnessed an unprecedented fourth round
of democratic elections with no violent incidence of extremism reported
in any parts of the territory.”> With the financial assistance of the
Dahabshil®> hawwalat and the cooperation of the business community,
in northern Somalia, government employees collect revenue; salaried and
uniformed police keep law and order; courts administer justice; and
ministers dispense public services. In this respect, criminalizing major
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parts of the informal sector threatens the fragile peace and state building
that has been achieved in some parts of Somalia.*

The Origins and Legacy of State Collapse

To understand Somalia’s contemporary economic and political dynam-
ics, it is important to examine the underlying reasons for the collapse of
the state. As Jamil Mubarak has keenly observed, “most of the resilient
features of the post-state-collapse economy, which are attributed to the
informal sector, emerged in response to the policies of the [Siad Barre]
government.”” Indeed, in Somalia while the boom in labor remittances in
the 1970s and 1980s signaled a resurgent private sector the bulk of the
country’s labor force was “accommodated mostly as apprentices or family
aides in a vast network of shops and workshops” — the informal sector, as
distinct from the parallel sector from which the former received its
money.® Moreover, when the recession period set in, it led to a great
deal of unemployment. In fact, as early as 1978, a survey of the urban
labor force demonstrated that officially registered wage earners numbered
only 90,282 persons out of an estimated labor force of 300-360
thousand.”

By the mid-1980s the drop-in oil prices and the consequent slump in
the Gulf countries increased unemployment (reaching as high as one-
third) and remittances drastically declined. For a society that had for over
a decade relied on its livelihood to be financed by remittances from family
members outside Somalia the effect was devastating. Moreover, while
many relied on supplementary income derived from informal, small-scale
businesses financed by remittances, or some support from relatives who
were farmers or pastoralists, the 1980s would signal increasing economic
competition, pauperization, and social discontent. Moreover, the live-
stock trade which had always been transacted on the free market and
whose profits accrued to private traders operating along fragmented
markets that helped to both create and expand the parallel sector also
declined drastically in 1983. In that year, Saudi Arabia imposed a ban on
cattle imports from all African countries after the discovery of rinderpest.
Livestock export earnings plummeted from $106 million in 1982 to
$32 million two years later.®

This played a large role in Somalia’s crisis. By the late 1980s, the overall
economic picture for Somalia was grim: manufacturing output, always
small, had declined by 5 percent between 1980 and 1987, and exports
had decreased by 16.3 percent from 1979 to 1986. According to the
World Bank, throughout the 1980s real GNP per person declined by
1.7 percent per year.” What was at stake in political terms was control of
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the exchange rate and hence the parallel market which constituted the
financial underpinning of the clientelist system underpinning Barre’s
dictatorial rule. Eventually, mounting debt forced President Siad Barre
to implement economic austerity measures, including currency devalu-
ations, as a way to channel foreign exchange into the central banking
system. However, this belated attempt at economic reform, and particu-
larly financial liberalization, failed because Barre could no longer com-
pete with the remittance dealers. The hawwalat continued to offer better
rates and safer delivery than the state’s extremely weak and corrupt-
ridden regulatory and financial institutions could provide. Barre resorted
to increasingly predatory and violent behavior, particularly as opposition,
organized around clan families, grew. He singled out the Isaaq clan, the
main beneficiaries of the remittance boom, for retribution. In Mogadishu
and other southern towns, the government attempted to destroy the
financial patrons of the Isaag-led Somali National Movement (SNM)
by arresting hundreds of Isaaq merchants and professionals. Generally,
Barre’s policies against the Isaaq aimed to marginalize them both politic-
ally and economically. For example, because the Isaaq enjoyed
a monopoly over the livestock trade — a monopoly made possible by
their control over the northwestern port of Berbera — Barre placed tariffs
on livestock exports from the northern ports. He also outlawed the sale of
the mild narcotic gat, a profitable source of revenue for the clan. This
policy of economic repression, coupled with Barre’s arming of non-Isaaq
militias to fight and displace the Isaaq from their lands, further consoli-
dated Isaaq clan identity and solidarity against both the state and neigh-
boring clans, such as the Darod-Ogadenis.'®

The ensuing civil war naturally exacted a debilitating cost on the
economy. A rising import bill (petrol prices rose by 30 percent in 1988
alone) resulted in acute shortages of basic consumer goods and led to
hoarding and the circulation of fraudulent checks as a popular form of
payment. Barre’s lifting of all remaining import restrictions in an effort to
stimulate imports had no effect since most of the population were by this
time outside government control either because of active opposition or
because they were engaged in informal activity. Even Barre’s attempts to
keep his military alliance intact by raising its pay 50 percent and doubling
military rations did not forestall opposition within the ranks as at first the
Ogadenis and then other clans went into opposition.**

Barre’s policies also meant that remittances from the Isaaq diaspora came
to play an increasingly key role in financing both clan members’ economic
livelihoods and the SNM’s insurgency against the regime. Prior to the
outbreak of civil war in 1990, members of the Isaaq represented more than
50 percent of all Somali migrant workers, partly as a result of their
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historically close ties to the Gulf and their knowledge of Arabic. A large
proportion of their remittances went to supply arms to the rural guerillas. In
1990 delegates of the SNM received USD 14-52 million; and the total
remittances transferred to northern Somalia were in the range of USD
200-250 million.'? The SNM provided crucial financial and logistical sup-
port to the Hawiye and other rebel clans, and guerilla warfare spread quickly
to the central and southern parts of the country. In January 1991, the
Hawiye-based United Somali Congress (USC), led by Gen. Muhammad
Farah ‘Aidid and backed by the SNM, ousted Barre from Mogadishu.

By the time Barre’s regime fell, the Somali state ceased to exist as
reinforced clan identities were asserted in the struggle over territory and
increasingly scarce resources. In the North the Somali National
Movement dominated. The Somali Salvation Democratic Front
(SSDF), consisting mainly of the Majeerteen, a subclan of Barre’s own
Darod clan, became active once again in the northeast and central
regions. Formed as early as 1978, this was the oldest opposition force,
but it had little success due to the absence of an autonomous financial
base. In the south the Somali Patriotic Movement (SPM) was made up of
the Ogadeni, another subclan of the Darod. Between the Juba and
Shebelle rivers in the southwest the Rahenwein were represented by the
Somali Democratic Movement (SDM) whose weak social position
reflects their agro-pastoral base. Possessing the most fertile region in the
country, the Rahanwein became the main victims of the war-induced
famine and violence as powerful neighboring warlords sought to displace
them. Also caught in the fighting in what became known as the “triangle
of death” were other riverine populations, namely the Bantus who as
descendants of slaves retained an inferior social status. In the center,
around the capital of Mogadishu, the epicenter of conflict, was the
Hawiye-based United Somali Congress (USC). The USC, founded
only one year prior to Barre’s ouster, was a relative newcomer to the
conflict, but came to occupy a prominent position in 1990 mainly because
of its hold over the capital. When the USC broke up the following year
into the Hawiye subclans of the Haber Gidir led by Ali Mahdi and the
Abgal led by Mohamed Farah Aideed, internecine violence increased
dramatically.'® The fateful decision of southerner Ali Mahdi to declare
himself president in a hastily convened 1991 “reconciliation” conference
in Djibouti within days after Aideed’s forces had driven Barre into exile in
Kenya caused an escalation of the violence in Mogadishu. Aideed refused
to recognize Mahdi’s appointment and attacked his forces in the capital,
while years of northern resentment came to the fore resulting in the
Isaaq’s unilateral declaration of an independent Republic of Somaliland
in May 1991.
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In ensuing years clan militias emerged to fill the vacuum of the collapsed
state. Across the early 1990s, all of Somalia, but particularly the southern and
central regions, witnessed a pattern of increasingly violent interclan and intra-
subclan fighting. These conflicts broke out largely because of competition
over economic resources as well as violent struggles over political authority.
Most notably, the USC was divided into two Hawiye sub-subclans: the
Hawiye/Habr-Gedir/Abgal clan of ‘Ali Mahdi and the Hawiye/Habr-Gedir
/Sa‘ad clan of Gen. ‘Aidid.'* Tension between the two factions arose when in
the wake of Barre’s ouster, the Abgal faction unilaterally formed an interim
government and appointed Mahdi as president.'” The two opposing move-
ments claimed sovereignty over Mogadishu and utilized their subclan net-
works and militias to regulate entrance and exit from these areas by
demanding payment and protection fees.'® Initially, this was represented
by the division of the city between the north and south, which were controlled
by ‘Ali Mahdi and Gen. ‘Aidid respectively.'” Eventually, the conflict led to
the disintegration of the USC — a harbinger of the heightened level of violence
that has plagued southern and central Somalia to the present day.'®

As newly organized subclan networks rapidly proliferated in a society
absent institutions of law and order, the business of protection within
Somalia’s unregulated economy quickly came to dominate large swaths of
southern and central Somalia. The new subclan networks that coalesced
over different territories used coercion and violence to extract taxes from
village harvests and commercial establishments. They also took hostages
for ransom. Indeed, the “economy of war” in Somalia took several forms.
Youth gangs began to engage in activities such as robbery and looting as
a means to generate income. More profitable, however, were illicit infor-
mal economic activities, including the embezzlement of foreign-aid
funds; the printing and circulation of counterfeit money; the smuggling
and exportation of charcoal, qat, copper, and machinery; and, more
recently, piracy.'® Piracy, in particular, became a sophisticated economic
activity primarily because it is facilitated by a very profitable alliance
between some members of the business community and clan militias.?°
Writing poignantly in the wake of state collapse, Somali scholar Abdi
Samatar noted that the “opportunistic methods with which groups and
individuals marshaled support to gain and retain access to public
resources finally destroyed the very institution that laid the golden egg.”*!

Variations in State Building

One of the main legacies of the collapse of the Somalia state was the strong
emergence of clan-centered forms of social organization throughout the
country. In the wake of the disintegration of the formal institutions of the
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state, clan solidarity emerged as the primary basis of political, social, and
economic organization. However, while interclan and subclan conflict
continues to plague much of Somalia, in the northwest state builders have
successfully established a relatively stable and democratic state resulting
from a highly complex process of negotiation and reconciliation between
clans. This included the demobilization of armed militias and the restor-
ation of law and order.?* Remarkably, since it broke away from the rest of
Somalia in 1991, Somaliland has managed to build internal stability
without the benefit of international recognition or significant foreign
development assistance. Indeed, few international organizations partici-
pated in ending internal conflicts or substantially invested in establishing
security through disarmament, demobilization, and reintegration or to
promote democratization.

Somaliland’s remarkable success in transitioning from a clan-based
system of governance to multiparty elections was a result of
a contentious and often violent process that included the use of traditional
mechanisms of conflict resolution. In a constitutional referendum held on
May 31, 2001, the vast majority of eligible voters in Somaliland approved
a new democratic, multiparty system, thereby eliminating the institution-
alization of clan leadership that had existed under the previous system of
governance.?> In 2010 and again in 2017, Somaliland further consoli-
dated its nascent democracy by holding successive rounds of presidential
elections, which brought a new political party to power in its capital of
Hargeisa. Although Somaliland is now widely recognized as a legitimate
state among its population, it has not been granted formal recognition by
the international community. Nevertheless, Somaliland has consolidated
its state building efforts. Ken Menkhaus, a foremost expert of the politics
of the region, has noted that Somaliland has made a relatively successful
transition from a clan-based polity to a multiparty democracy by holding
local, presidential, and legislative elections and even overseeing a peaceful
constitutional transfer of power following the death of the influential
president Muhammad Ibrahim Egal in 2002.%*

In contrast to Somaliland, the semi-autonomous northeastern region of
Puntland, once touted as a success of the grassroots approach to reestab-
lishing national stability and widely viewed as one of the most prosperous
parts of Somalia, continues to experience high levels of insecurity and
political tension. At its root are poor governance, corruption, and
a collapse of the intraclan cohesion and pan-Darod solidarity that led to
its creation in 1998.%° In contrast to Somaliland’s leaders, none of the
four presidents “did what was needed.”?® They did not embark on
institution building, establish a proper development and regulatory
framework, or build legitimate and efficient security arrangements. Nor
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has the leadership played a positive role in national reconciliation. In
contrast to Somaliland’s political elite, they have not managed to forge
peace among different clans and subclans within Puntland or with their
neighbors. “It was,” in the words of one Somalia scholar from the region,
“a lost opportunity since civil society was overwhelmingly supportive of
the idea of an autonomous Puntland.”?” Indeed, when I returned to
conduct further research in 2010 the state of security of the region was
profoundly precarious. Residents routinely complained that salaries were
not paid on time for public officials; police officers were forced to work on
a volunteer basis; and competition over resources, including land, fuel,
and fishing rights, led to intermittent conflict between nomads, agro-
pastoralists, and fishermen. As one resident of Eyl, in the Nugal province
of Puntland, put it: “[W]e have no police force to enforce the law; elders
continue to try to intervene to settle disputes since there is an absence of
a strong administration and no security. Only mobs and thugs prosper in
a community without order.”?®

Standing in starker contrast to both Somaliland and Puntland,
Somalia — that is, the southern and central regions of the Republic of
Somalia that remain, at least, nominally, a part of that state — has failed to
build durable state institutions. It remains beset by continued clan con-
flict, Islamist extremism, and displacement. Unlike Somaliland, which
has benefited from a more united and cohesive clan structure organized
under the Isaaq clan family, Somalia is home to a far more diverse and less
unified constellation of different clans and subclans. In recent years, the
rapid rise of militant Islamist activism has influenced state building efforts
in variable ways. In April 2006, the Somali capital city of Mogadishu
came under the control of the Union of Islamic Courts (UIC), a cross-
clan organization comprising Somalia’s Islamist organizations. The UIC
seized power from the then increasingly weak clan-based Transitional
Federal Government (TFG) in an attempt to establish a system of gov-
ernance based on shari‘a instead of clan loyalty.?° After sixteen years of
intraclan fighting and conflict, the UIC implemented a particularly aus-
tere and militant version of shari‘a (including Auduud punishments) to
institute law and order. As a consequence, the Islamic courts achieved
a short-lived measure of stability in the city before the UIC was ousted in
2007 by an alliance of Ethiopian and US military forces.

Developments in Somaliland, Puntland, and the Republic of Somalia
represent alternative approaches to state building that transcend conven-
tional understandings of the role of ethnic and Islamic networks in state
formation. Examining these contrasting political trajectories helps illu-
minate how the transnational character of Somalia’s civil war was not only
an obstacle to peace building but also, in the case of Somaliland, an
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opportunity for state formation in the context of an increasingly inter-
nationalized economy. Examining the state building projects in
Somaliland and Puntland alongside the emergence of Islamist militancy
in Somalia also reveals how war, state making, and clan and Islamist
networks are related in variable ways.

State Building in Weak States

Considering the civil conflict underpinning the disintegration of the state
in Somalia, a closer analysis of the balance between civil conflict, protec-
tion, extraction, and state making is required in order to understand the
trajectory of state-building efforts in contemporary Somalia. As scholars
of state formation have long observed, historically state building has been
ancillary to war making.’° To support and finance their wars, rulers
developed centralized control over private armies, developed institutions
to settle disputes, and established rules and courts to control the behavior
of the people within their boundaries. Most important, war makers strive
to develop fiscal and extractive capacities since success in war depends on
the state’s ability not only to tax its subjects, but also to generate revenue
from domestic and transnational financial sources.>"

In the case of Somalia, this framework usefully highlights the inter-
action between war making, state making, and capital accumulation (i.e.,
extraction). Moreover, this model has important implications for our
comparative analysis of state building efforts in Somaliland, Puntland,
and Somalia. This is because all the regions have experienced intermittent
interclan strife while simultaneously embarking on efforts at state build-
ing and state consolidation. Consequently, variations in the way the
actors have attempted to collect taxes, make war, and eliminate their
local rivals are important and highly unpredictable. Throughout
Somalia, the business of “protection” — “the racket” in which a local
strong man forces merchants to pay tribute through threats of violence —
has indeed determined political developments and the social organization
of collective action in various parts of the country. The emergence of
regionally based political organizations and initial attempts to establish
local currencies, and institute law and order though military and ideo-
logical means, are very illustrative here.

Nevertheless, this understanding of the state building process in post-
conflict settings falls short in two important ways. The first problem is
that this framework’s focus on interstate war as the mechanism underpin-
ning state formation obscures the fact that this type of war is a rare
occurrence in the developing world and in Africa in particular.>?
Indeed, as a number of scholars have documented, since 1945, intrastate
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wars have dominated armed conflict.>®> This empirical reality associated
with the frequency of intrastate wars has led students of state building to
refute the applicability of Tilly’s model, asserting that in the absence of an
external threat and the presence of an internal one, the state can no longer
penetrate society to extract resources.”*

What has not been sufficiently analyzed, however, is this influential
model’s eurocentrism. According to Charles Tilly, the history of state
formation reveals that “states built upon religious organizations were
significantly weaker than secular states, as the latter were less frag-
mented and, therefore, more capable of accumulating capital and
means of coercion.”®®> But this line of reasoning assumes a priori
that a state based on Islamic institutions, or for that matter clan
networks, cannot survive in the modern state system. Contrary to
this conventional understanding of state formation, state building
experiments in Somalia, though based on clan identity and invented
tradition, may, depending on the interplay between formal political
authorities and identity-based trust networks, represent legitimate
alternatives to secular institutions. The fact that Islamist experiments
such as the Union of Islamic Courts in central Somalia have failed is
due to a combination of external and internal dynamics. This is clearly
in evidence when we compare the variations of state building across
this Muslim country.

Equally important in the case of Somalia is the fact that developing
states are far more vulnerable to regional and international interventions
than European states were at the time of their formation. They are also
crucially affected by shifts in the global economy. However, what still
needs to be explained is the precise manner in which international eco-
nomic imperatives are interacting with local economic and cultural vari-
ations in ways that are decisively shaping political developments in the
northwest and northeast. For example, why are clan-based cleavages
enjoying greater political salience and popular legitimacy in Somaliland,
while Islamist identification is making more inroads in the more homo-
genous northeast (Puntland)??® Indeed, without understanding the
impediments as well as opportunities posed by international economic
linkages in state-building efforts, any understanding of these develop-
ments in Somalia can only be partial. In particular, given the fact that
remittance inflows represent the largest source of foreign exchange and
are relied upon as a major source of income by 46 percent and 38 percent
of all urban households in Somaliland and Puntland, respectively, it is
also important to address the latter’s complex role in contemporary
political developments.
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Clan Networks and State Disintegration

As Charles Tilly famously observed, over most of history, no regime has
been able to survive without drawing on resources and the support held by
trust networks such as religious or kinship groups. “Rulers’ application of
various combinations among coercion, capital and commitment in the
course of bargaining with subordinate populations produces a variety of
regimes.”>” Tilly focused on the threat that contemporary democracies
may face if major segments of the population withdraw their trust net-
works from public politics, but this development has far more profound
consequences for weak states like Somalia where it can jeopardize the very
foundation of state institutions leading to the collapse of central political
authority. In order to properly examine Somalia’s civil unrest and its
implications for state building we must first turn to precolonial traditions
that once regulated the country’s social, political, and economic order. In
doing so, a clear distinction can be drawn between traditional social
organizations and the divisive politicization of clanship that occurred
during and after the colonial period.

The nature of precolonial Somali society depended largely on commu-
nal interdependence rather than rigid hierarchal authority.>® Patrilineal
kinship ties are derived from one of six clan families — Dir, Isaaq, Hawiye,
Darod, Digil, and Rahanwein. Somaliland consists mainly of the Isaaq,
Dir, and Darod clans, while southern Somalia is comprised of the
Hawiye, Digil, and Rahanwein clans.?® Subclans known as diya-paying
groups (blood compensation groups) were derived from these larger clan
families and served to unify kinsmen within a mediating structure. More
specifically, kinsmen under these groups are bound by a contractual
alliance based on collective payment for wrongs committed by any
group member. In effect, this alliance serves as a political as well as
a legal entity.*°

However, beyond patrilineal genealogy and blood ties, cross-clan
cooperation was manifested in both the tenets of Islam and customary
law or Xeer. According to I. M. Lewis, Islam is “one of the mainsprings of
Somali culture,” and historically, Somalia’s religious leaders have posi-
tioned themselves outside of the conflict between clans.*! Similarly, Xeer
served as a unifying structure, which was “socially constructed to safe-
guard security and social justice within and among Somali
communities.”*? This structure, utilized in the ongoing processes of
state building in Somalia, thus served as a Somali-wide social contract
in that it governed and regulated economic relations as well as social life.
In a society that lacked an overarching state structure, where the house-
hold was the basic economic unit, and where the means of daily survival
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were widely distributed, the Xeer prevented the exploitation of one’s
labor or livestock.*> Moreover, within precolonial Somalia there did not
exist individuals or groups who could monopolize coercive power or
economic resources. Clan elders were restricted from exercising such
control beyond their households, and their status as political leaders
was limited to their role as mediators within and among their clans.** In
effect, Somali society was regulated by traditional principles of interaction
based on clanship, Islam, and Xeer.*” The Somali scholar Ahmed Yusuf
Farah explained the complex interaction of these three aspects of Somali
communal life in eloquent terms:

The sub-clan affiliation is an important one because it represents the most
important social group in judicial terms. Known as the Diya paying group, it is
at this level of the sub-clan where elders appoint representatives to pay and receive
blood compensation as, for example, if someone Kkills another. It is this group
which is charged with negotiating the terms of material value. This is what is
known as Xeer: that is, the customary code of conduct which regulates relations
between and among groups. It defines the sharing of resources like water, land
and blood compensation. [Moreover], in areas where Islamic tradition violates
the Xeer the elders just ignore them . .. for them [elders of the subclans] material
and class interests and competition override religious strictures.*®

The introduction of the colonial order, beginning in the early nine-
teenth century, drastically transformed these traditional networks of the
precolonial period. The direct effects of this transformation disrupted the
equilibrium of clans and the management and distribution of resources.*’
Although northern and southern Somalis were exposed to different colo-
nial strategies, both regions experienced a high level of intrusion into their
social and political systems. Both British and Italian administrative appar-
atuses politicized the leadership of clan elders. This created a system of
chieftainship whereby the role of the clan elder was transformed from
regulating clan relations and resources to regulating access to state
benefits.*® In Somaliland, for example, clan chiefs were paid a stipend
to enforce diya-paying, thus justifying the British colonial strategy of
collective punishment.*® This practice of chieftainship throughout
Somalia undermined the legitimacy of clan elders and their traditional
authority by violating the very traditional social structures that had once
mitigated against hierarchical authority.

Importantly, however, the colonial experiences of northern and south-
ern Somalia varied in certain respects in ways that illuminate the context
of present variations in the success of peace and state building in the
different regions of the country. Specifically, the Italian colonialists
adopted a method of direct rule, economic intervention, and commer-
cialization of the pastoral economy in southern Somalia. In contrast,
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British Somaliland was left economically “undisturbed and governed by
indirect rule.””® The economic effects sustained in southern Somalia
undermined the traditional system of “communitarian pastoralism” by
producing and distributing agricultural goods according to political
motivations rather than household or communal necessity.”! The com-
mercialization of the economy and direct taxation of livestock produced
a nascent class system that privileged merchants and political elite while
exploiting the agricultural producers — a process that was previously
prevented by the institution of the Xeer.

It is this class system that set the stage for the transformation of clan
networks into a hardened clannism under the authoritarian rule of
President Siad Barre whereby certain clans enjoyed the political and
economic largesse of the state. Upon taking over the presidency in 1969
Siad Barre began an aggressive campaign to eradicate clan loyalties in
favor of an irredentist Pan-Somali identity and he went so far as to outlaw
any acknowledgment (public or private) of the existence of clans.’?
Contrary to this policy of nationalism, however, Barre engaged heavily
in the instrumentalization of clan politics. In order to strengthen his
power, he adopted “a divide and rule through blood ties” strategy that
pitted one clan or subclan against the other.”> Through such a policy, he
was able to elevate his clan and that of his family members to a level of
prominent political and social status. I. M. Lewis has argued that it was
the Darod subclans of Barre — the Marehan, Ogaden, and Dulbahante —
that dominated representation in parliament.’* Aside from its supremacy
over the political arena, by the 1970s this new political elite controlled
most of Somalia’s businesses particularly when Barre took over the formal
financial sector.”’

By 1977, Barre had extended his irredentist campaign beyond the
territorial boundaries of Somalia, supporting ethnic Somali movements
in Kenya, French Somaliland, and Ethiopia. The most significant dem-
onstration of this support was extended to militants from his mother’s
clan, the Ogadeen in Ethiopia of both the Somalia Abo Liberation Front
(SALF) and the Western Somalia Liberation Front (WSLF).>® This
prompted a forceful retaliation by the Ethiopian government, Somalia’s
long-time rival, thus commencing the Somali-Ethiopia war. Though the
war initially engendered national solidarity, Barre’s regime came under
heavy scrutiny as a result of the influx of hundreds of thousands of Oromo
and Ogadeen refugees and Somalia’s defeat in 1978.>” Such scrutiny
resulted in an attempted coup by military officers and political opponents
of the Darod/Majeerteen clan in 1978. Upon the failure of the coup, many
of the perpetrators fled to Ethiopia and, by 1981, had organized under the
movement the Somali Salvation Democratic Front (SSDF). Though it
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was comprised of Darod, Hawiye, and Isaaq clan members, by 1992 it
was apparent that the SSDF was a Majeerteen militia.”® Abdullahi Yusif,
the first president of Puntland following the collapse of the state, was
among the leading cadres of SSDF throughout the 1980s. Less than thirty
years after attempting to overthrow the Barre regime through a clan-
based militia and building strong ties with rival Ethiopia, Yusif was
made president of Somalia’s internationally supported Transitional
Federal Government.”®

Importantly, while Barre’s polices institutionalized political preference
along the lines of those clans and subclans that were closest to his own,
they repressed other clan groups. The Isaaq, in particular, Somaliland’s
majority clan, were politically and economically marginalized under
Barre’s predatory regime.®® The Isaaq were often subject to violent inter-
clan violence instigated by the regime directly or by proxy-militias.
Barre’s tactic was to “militarize the clans be creating militias, giving
them weapons, and then implicating them in the repression against
a targeted clan segment” in order to fragment potential opposition to
his regime.®’ In the early 1980s, for example, Barre resurrected Darod/
Ogadeeni-Isaaq clan disputes over access to grazing water in the northern
pasturelands. By extending his patronage to Ogadeeni fighters through
arms supply, Barre encouraged them to fight the Isaaq and any disloyal
Darod subclans.®?> By 1988, Barre’s army had destroyed much of
Somaliland’s two major cities: Hargeisa and Burao. In response to the
increasing strength of the Ogadeen and the alienation of the Isaaq clan
under Barre’s regime, it was at this historical juncture that the Somali
National Movement (SNM) was created in 1981 and based in Ethiopia
until 1988. Importantly, its origins lay in the strength of the Isaaq dias-
pora in the Gulf, whose remittances contributed significantly to
Somaliland’s economy. The creation of the SNM provoked hostile retali-
ation and further alienation from Barre’s regime, which in turn strength-
ened the legitimacy, popularity, and internal cohesion of the various Isaaq
subclans.

The Isaag SNM movement was a clear example of both the utilization
of clan networks for political interests and the increasing need for Somalis
to seek political and economic refuge in clan identity from a repressive
authoritarian regime. However, it would not have succeeded in producing
a coherent and united opposition to Barre if the movement did not benefit
from their engagement in informal economic activities in general and
labor remittances in particular. Due to the economic alienation and
state repression of Somaliland under the Barre regime, northern busi-
nessmen sought protection within clan-based credit systems, or abbans to
manage their business networks and organize informal remittances from
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overseas.®> The abbans connected local businessmen to the hawwalat,
which utilized subclan norms of reciprocity to facilitate the trade.®* This
allowed northern businessmen to finance the armed struggle through
remittances and informal networks during the Barre regime.

In addition to the Isaag-led SNM, a large number of clan-based mili-
tant groups emerged in the late 1980s that played a key role in Barre’s
ouster. The Hawiye clan movement — the United Somali Congress
(USC) — was based mostly in central and southern Somalia and formed
its own militia in 1989. Indeed, by 1991 the tendency was for “every
major Somali clan to form its own militia movement.”®> However, in
a development that would be a key factor in future state-building projects
in the country, aside from the Isaaq in later years, the general tendency
was that most clan-based movements were plagued by intraclan rivalry
among subclans in the post-collapse era. To be sure, interclan as well as
intraclan feuds had certainly existed in precolonial Somalia, but the
violence under Barre and in the civil war period was a drastic deviation
from the traditional relations governing clan interaction.®®

The legacy of the Barre regime was thus one of political, economic as
well as societal destruction facilitated through the manipulation of clan
networks in an attempt to strengthen his supporters and his increasingly
personalized form of authoritarian rule. The result was the emergence of
centrifugal movements centered on clan and subclan networks. From
within this environment emerged insurgent militias who employed the
sentiment of clan in order to rally allegiance, legitimate their authority,
and extract resources — a far cry from the role of “traditional” clan elders.
But just as these movements such as the SNM, SSDF, and UCM, based
on clan networks, challenged and eventually overturned centralized coer-
cive power and extractive capabilities (i.e., the Barre nation state), in the
aftermath of the collapse of the state they also embarked on building new
state institutions, albeit with varying degrees of success.

Clan Networks and State Building in Somaliland

Paradoxically, Somaliland, which was devastated by two waves of violent
power struggles involving intraclan warfare (in 1992-1993 and
1994-1996), and which has a more heterogeneous population, has
achieved better results than Puntland in reviving the basic institutions
of governance. The Republic of Somaliland was established in 1991 as
aresult of the Grand Conference of the Northern Peoples of Burao, where
the Somali National Movement joined with clan elders from the various
subclans to establish an interim government. The government was given
a two-year mandate with the tasks of accommodating non-Isaaq clans
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into the state structure, drafting a constitution, and preparing the popu-
lation for presidential elections.’” Due to its weak revenue base and
inability to mediate among intraclan rivals, rather than subverting trad-
itional authority, the government assiduously turned to clan elders to
manage local security and reconciliation.

Somaliland’s relatively cohesive and united clans, forged in the long
and violent struggle against Siad Barre’s regime, is certainly one of the
root causes of its stability. Nevertheless, it is important to point out that
the Isaag-dominant region was not immune from internal divisions fol-
lowing its unilateral declaration of independence. Fighting erupted in
Somaliland among intraclan rivals immediately following the creation of
the SNM-led government headed by ‘Abd al-Rahman ‘Ali Tur. As in
southern and central Somalia during the same period, subclan competi-
tion over power and resources fragmented former SNM militia leaders
along five major Isaaq subclans. This was followed by fierce violence in
March 1992 when the government attempted to gain control over
Berbera port and its very lucrative revenue. Indirect taxation at the port
at this juncture would have provided crucial resources for state building
efforts. Not surprisingly, the other subclans, not wishing to cede their
local revenue to the state, rejected the move.®® Although a peace confer-
ence in 1993 reestablished some security, by 1994 intraclan conflicts were
resurrected over the issue of resource extraction. Until that time, the
airport in the capital of Hargeisa had been controlled by the Idagele
subclan of the Isaaq, which enforced its monopoly over air taxes and
landing fees. This conflict was sparked when the state, headed by
Abdulrahman Ali Tur, tried to take control of the Hargeisa airport away
from the Idagele subclan. The conflict led to over a year of violence in
Somaliland and the displacement of hundreds of thousands of civilians.®®

In the wake of intraclan conflicts in 1991 and 1992, Somaliland’s elders
convened two conferences in Sheikh and Borama. These conferences,
referred to by their Somali name shir beeleed, made use of the traditional
role of clan elders as community mediators, signaling a return to the Xeer
system.”® The 1993 Borama conference was overseen by a guurti, or
national council of clan elders, and produced both a peace charter and
a transnational charter. The former reinstated Somalia’s precolonial
traditional social order by establishing a Xeer in accordance with the
tenets of Islam as a mechanism through which to govern both inter- and
intra-clan relations.

The transnational charter established an innovative bicameral legisla-
ture, oversaw the transfer of power from interim president ‘Abd al-
Rahman ‘Ali Tur to the democratically elected President Muhammad
Ibrahim Egal, and called for a formal constitutional referendum under
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Egal’s new government.”! As such, it struck a balance between traditional
Somalian and Western state forms: local clan elders were encouraged to
utilize their traditional roles as a way to eradicate interclan enmities while
also participating in a temporary power-sharing coalition until
a constitutional draft could be agreed upon by the elders of all the clans
in Somaliland. Though the shir beeleed established the parameters for
peace, intraclan violence in Somaliland persisted under the Egal admin-
istration. Once again, clan elders convened to mediate among the com-
munities under a second national reconciliation conference held across
1996 and 1997. This pivotal conference successfully ended the war and
adopted an interim constitution that called for presidential elections and
the establishment of a representative multiparty system of governance.’?
By 1999, a draft constitution was prepared, and on May 31, 2001, it was
accepted by 97.9 percent of the population.”

But how precisely did the new constitution transcend the clannism
forged in the colonial period and that had been so devastating to the
country throughout the last decades? First, accredited political parties
were obliged to draw at least 20 percent of electoral support from four of
Somaliland’s six regions, thereby ensuring that no party ran solely on
a clan-based platform.”* Second, to demonstrate the Guurti’s adherence
to the precolonial era’s non-hierarchical clan tradition, the constitution
replaced the nonelected council of clan elders with directly elected district
councils. Moreover, under the Egal administration, the new government
of Somaliland forged mutually beneficial clientelist ties with clan elders.
In particular, the Hargeisa government allowed elders of the most prom-
inent clans significant control over a large proportion of the influx of
remittances and sufficient autonomy to invest these capital inflows in
livestock markets and other sectors of the local economy without impos-
ing heavy taxes. These ties of cooperation have allowed the government to
have a degree of social control over clan elders. Moreover, by ensuring
that remittance inflows remain unregulated by any formal bureaucratic
authorities, officials in Hargeisa have kept them from falling prey to
political entrepreneurs. In light of the government’s isolation from the
global financial system, these connections have been vital for the survival
and growth of Somaliland.

The state building model adopted by the government and clan
elders of Somaliland represents a viable alternative to a system of top-
down patrimonial politics that allows for a certain degree of clan
loyalties at the grassroots without imposing a repressive political
order from above. In this instance, political order for a society in crisis
is rooted in local politics built on clan networks rather than built by
the heavy hand of the state. Somaliland serves as an example of how
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informal social networks and traditional authority can be utilized in
the service of peace rather than war. Indeed, the relative success of
Somaliland’s approach to state building and democratization was
crucially underpinned by a lengthy, self-financed, and locally driven
interclan reconciliation process through the 1990s, leading to a power-
sharing form of government, providing an important base for
Somaliland’s enduring political stability and for the reconstruction
and development in the region. One female community leader from
Hargeisa eloquently captured the remarkable, conciliatory, and non-
punitive elements, underpinning the indigenous conflict resolution
method that played a crucial role in rebuilding trust between previ-
ously warring clans and subclans:

In our tradition when people convene for peace making and peace is accepted in
the process of arbitration, whether it is between clans, two people, or two groups,
both sides gain some things. Our justice is not about what side is wrong or what
side is right; rather it is a win-win situation of mutual benefits for both sides ... In
the case that one side feels like it is the loser and other side believes it is a winner, it
would be hard to implement the [peace] agreement unless you had a strong
government.””

Importantly, a key element in the success of the resolution of clan
conflict in Somaliland had to do with settling marital disputes as an
important way of addressing the larger, and often violent, conflicts
between kinship groups. I personally participated in a high number of
deliberative meetings designed to restore marital relations, which
I quickly came to understand as a pivotal aspect of the peace-building
process. This is because since the clans were intermarried prior to the
conflict, deliberations over marital issues were not only common; they
were rightly perceived by clan elders and the general community as
central to resolving a wide range of social as well as economic disputes
between clans and subclans.

Going It Alone: Building a State in the Absence
of International Recognition

Nevertheless, the lack of international recognition has been a mixed
blessing for Somaliland. On the one hand, Somaliland has managed to
avoid the legacy of aid dependence that bedeviled the postcolonial state
under the Barre regime. Indeed, the Republic of Somaliland’s existence is
in direct violation of UN Resolution 1514 (1960), which forbids any act
of self-determination outside the context of former colonial boundaries.
Since the African Union upholds the official UN position, it too denies
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recognition to Somaliland, a neglect that seems to have had positive
results for the state.”®

On the other hand, the lack of international recognition has had grave
consequences for the development and strengthening of formal institu-
tions. International commercial law denies certification to Somaliland on
the grounds that it would infringe upon the preexisting certification of
Somalia, thereby nullifying all contracts made under this certification.””
Because formal participation in the global economy is impossible, trans-
national norms and institutions that regulate foreign and trade agree-
ments cannot be enforced in the country. Thus, while Somaliland has
succeeded in entering the global economic order through informal finan-
cial networks, it remains largely isolated from foreign aid and technical
assistance. Somaliland’s groundbreaking peace conferences of 1992,
1993, and 1997 were entirely self-financed.”® While for some scholars
this has meant that Somaliland operates in the “shadows” of the global
economy, empirically this claim does not hold for two very important
reasons. First, this characterization of a Somaliland operating under the
radar of the global economy underestimates the importance of remittance
inflows. Second, it obscures the importance of the role of locally gener-
ated taxes (i.e., direct taxes) in building the kind of state that has proved
more stable than its counterparts in Puntland and Somalia.

How, in the face of this neglect and economic exclusion, has the
Somaliland state been able to maintain control over its territory and
achieve a relatively peaceful state of affairs? Part of the answer lies in the
careful crafting of a power-sharing system undergirded by newly revital-
ized clan networks and traditional authority. As Mark Bradbury, Adan
Yusuf Abokor, and Haroon Ahmed Yusuf have asserted, this power-
sharing system has proven critical to the process of reconciliation and
recovery in Somaliland, succeeding where numerous efforts in Somalia
have failed.”® In addition, the leadership and policies of the late president
Muhammad Ibrahim Egal played an important role in laying the ground-
work for durable state institutions. Thirdly, the Somaliland state has
established a working relationship with hawwalat owners and other mem-
bers of the business community, which allowed the state to strike
a delicate balance, crucial to state formation, of encouraging unregulated
remittances flows while taxing other forms of private economic activity.
By winning the trust and cooperation of the hawwalat owners, the state
managed to establish a system for taxing the largest source of revenue
generation and also to encourage private enterprise. Somaliland leaders
have done this by substantial structural changes since the early 1990s.
Rather than regulating the remittance economy, authorities have dis-
solved monopolies, done away with rigid economic controls, and pursued
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a deregulated free market economy that has enlisted the trust and cooper-
ation on the part of the business community.®® It is in this way that
Somaliland authorities have achieved remarkable gains in establishing
a delicate balance between taxing and encouraging private economic
activity.

Under President Ibrahim Egal’s tenure in particular, Somaliland’s
leaders also managed to reduce clan-based conflicts, most of which
were sparked when faction leaders tried to extract revenue from different
ports in order to gain political control. The success of both Egal and his
successor Dahir Riyale Kahin in these efforts resulted both in
a substantial peace and an impressive stability as state builders sought
to revive basic institutions of governance.

Labor Remittances and State Building: Resource Curse
or Social Safety Net?

Somaliland’s success in state building is even more remarkable given its
heavy reliance on remittances in the context of relatively weak formal
institutions. Indeed, while work on the political impact of remittances
remains sparse, recent scholarship has generally argued that remittances
maybe a “resource curse” akin to natural resource rents and foreign
financial assistance. This is because, as one important study noted,
“they are revenue sources that can be substituted for taxes and serve as
a buffer between government performance and citizens.”®' In other
words, the informal (or parallel) channels through which remittances
are transferred often insulate recipients from local conditions and reduce
incentives to participate in politics. However, given the sheer volume of
remittance inflows, in the case of Somaliland, remittances have played
a very important, albeit indirect, role in generating effective government
performance. A closer examination of the popular resistance on the part
of hawala bankers to several attempts at regulation, and the response of
Somaliland’s leaders to this resistance, demonstrates that a bargain was
eventually struck between nascent state builders and the most powerful
agents of revenue generation in the territory.

In Somalia remittance inflows have the potential to obstruct state
building in two key ways: they are difficult to tax by central authorities,
and their mode of operation privileges clan networks rather than cross
clan or Islamic cleavages. State builders thus face a strong challenge in
generating revenue needed for governance and encouraging cross-clan
cooperation, which is crucial for peacemaking, national reconciliation,
and legitimating political authority. Indeed, we cannot fully understand
the path that development has taken in northern Somalia without
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appreciating how international economic linkages — in the form of remit-
tance inflows — pose impediments as well as opportunities to state build-
ing. Labor remittances represent the largest source of foreign exchange,
and the majority of urban households in both Somaliland and Puntland
rely upon them as a major source of income. Because the average Somali
household is composed of eight members whose daily income together
totals less than 39 cents, transfers from family members living abroad are
crucial for securing a livelihood. Indeed, as much as 40 percent of Somali
urban households rely on such funds. Moreover, the benefits of remit-
tance flows are felt across the spectrum of Somali subclans, albeit in
unequal terms. For example, only one of the four subclans of the Isaaq,
which has historically supplied the majority of migrant workers, revealed
8 percent of its households receiving remittances from abroad, whereas
approximately 31 percent of the Habr-Awal subclan’s families count on
informal transfers (Figure 6.1).

Remittances are usually a supplementary source of income; in addition
to receiving assistance from relatives, a Somali family typically has more
than one member involved in informal economic activities. Nevertheless,
it is important to highlight that Somalis in both Somaliland and Puntland
rely heavily on money from overseas relatives sent through the Zawala
agencies. This is clearly evident when one considers the proportion of
remittances vis-a-vis other sources of income in both the northwest and
northeast (Table 6.1).

Following the collapse of the Somali state, the family unit has come to
encompass three or more interdependent households. In addition to
assisting poorer urban relatives, a large proportion of urban households
support rural kin on a regular basis. While only 2 to 5 percent of rural
Somalis receive remittances directly from overseas, Somali’s nomadic
population still depends on these capital inflows. In northern Somalia,
for example, 46 percent of the sampled urban households support rela-
tions in pastoralist areas with monthly contributions in the range of USD
10-100 a month; of these 46 percent, as many as 40 percent are house-
holds that depend on remittances from relatives living abroad.
Consequently, the link between labor migration, urban households, and
the larger rural population is a crucial and distinctive element in Somalia’s
economy.

As the most important source of foreign exchange and a key source of
daily income in both Somaliland and Puntland, remittances thus play
a pivotal role in the contemporary state-making enterprise. Indeed, state
building in Somaliland has been largely successful because the Isaaqg-
backed leadership has also been able to encourage remittance transfer
and gain the cooperation of the wealthy “remittance barons” with whom
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Table 6.1 Main sources of income by percentage of households in Somalia

Hargeisa, Bossaso,
Northwest Somalia Northeast Somalia

Primary source of Resident In- Resident In-
income population migrants  population migrants
Remittances 23% 5% 38% 2%
Market activities 32% 35% 26% 17%
Petty trade 16% 19% 20% 4%
Services 29% 32% 16% 7%
Begging - 9% - -

Market activities include currency exchangers, market stalls, tea stalls, qat sellers, charcoal
and water delivery, and meat sellers. Service jobs include masons, porters, civil servants,
waiters, drivers, and unskilled laborers. Trade activities include livestock brokers (dilaal),
shops/restaurants, import/export traders, and cloth retailers.

Source: Khalid M. Medani, “Report on Internal Migration and Remittance Inflows in
Northwest and Northeast Somalia” (Nairobi, Kenya: United Nations Coordination Unit
[UNCU], 2000).

Note: Above figures derived from convenient sample.

Remittance Recipients by Isaaq Sub-Clans in
Northwest Somalia--Hargeisa
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Figure 6.1 Remittance recipients by Isaaq subclans in Somalia

Source: Khalid M. Medani, “Report on Internal Migration and
Remittance Inflows in Northwest and Northeast Somalia” (Nairobi,
Kenya: UN Coordination Unit [UNCU} and Food Security
Assessment Unit [FSAU], 2000).

they share a kin relation. Consequently, in Somaliland, the Isaaq largely
control revenues accruing from remittances, organized by the private
hawala agencies, as well as taxes from the port of Berbera. The

https://doi.org/10.1017/9781009257749.008 Published online by Cambridge University Press


https://doi.org/10.1017/9781009257749.008

240 Globalization and Institutional Change in an Era of Scarcity

Somaliland government, particularly under Egal’s tenure, thus was able
to partially finance governmental institutions, including an effective
police force, throughout its territory.

Once Somaliland’s leaders realized the important role remittances play
as a social safety net for the local population, they negotiated a delicate,
albeit often contested and conflictual, bargain. This bargain consisted of
government authorities ensuring that hawalas remain unregulated by
state authorities while the former pursued a more transparent and less-
repressive taxation policy.®? Importantly, the fact that remittances insu-
lated the majority of the population from economic and social deprivation
of the kind that would lead to protest and civil conflict greatly facilitated
the eventual reduction of taxation in Somaliland thereby bolstering the
political legitimacy of the new state among its citizens. In other words, in
the case of Somaliland, while remittances remain untaxed by government
officials this does not suggest that this engenders a weak link between state
institutions and remittance recipients. Indeed, rather than demobilize
citizens, the fact that remittances increase incomes dramatically and
provide a social safety net for government officials pursuing economic
policies means that they have increased civic engagement in ways that not
only can be discerned from several protests against government policies
deemed unjust or illegitimate, but also in participation in local and
presidential elections thereby helping to consolidate democracy.®?

Somaliland’s much touted ability to generate locally generated revenue to
finance the building of state institutions absent foreign assistance is greatly
facilitated by the fact that remittances support the type of welfare services that
often reduce the burden on government finances. Over time, this has made it
possible for the government to collect taxes and license fees from business
and real-estate owners and impose duties on the trade in gat as well as
imports and exports through the port of Berbera with a decreasing level of
opposition in civil society. Most of these businesses and real-estate properties
have been financed, at least in part, by remittances from Somalis living
abroad. Remittances also provide the much-needed hard currency that has
led to the expansion of the important livestock trade and even allowed
Hargeisa to reduce taxes and fees as, for example, in the elimination of fees
for primary and secondary schooling. The success of these policies is related
to the important role remittances continue to play in supporting general
household expenditures.®* A rare study on this subject put it succinctly:

The financial and social contributions and material support of the Somaliland
diaspora and their high level of engagement in Somaliland is stimulating the
ongoing development in the country and is crucial for sustaining peace. Their
engagement comes in the forms of monetary and social remittances, tourism, and
economic and social investments. Remittances provide the much-needed hard
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currency for trade, support the livelihood of many households, allow some house-
holds to establish small businesses, and finance the ongoing construction boom in
the country. These business investments in trade, telecommunications, luxury
hotels, and light industries do lead to modest job creation and attract a host of
other infrastructures. As for social investments, numerous members of the dias-
pora are either setting up or are actively engaged in local NGOs, medical and
educational facilities, and political parties that are positively contributing to the
social and political development of the country.®’

Moreover, while the role of traditional clan elders (Guurti) was indeed
a critical institution in terms of the success of the series of meetings that
focused on putting a stop to hostilities (Xabad joogi) and promote recon-
ciliation (Dibu-heshiisiin) between the hitherto waring subclans of the
Isaaq and non-Isaaq clans, these meetings shared three important char-
acteristics: they were funded largely by Somaliland communities them-
selves, including those in the diaspora; they involved the voluntary
participation of the key figures from each of the clans affected; and
decisions were taken by broad consensus among delegates.®® As
I observed by participating in several mediation efforts led by traditional
community leaders in both Hargeisa and Bossaso, the process is not only
a lengthy one; it is also costly in that it requires the dispatching of carefully
selected leaders, deemed legitimate by the local communities, to conflict
areas. Since formal law enforcement institutions and local authorities
were ill-equipped to provide adequate sources, it was often left to regional
and local authorities to solicit funds for these peace-building missions
from the community, particularly from notable remittance brokers, live-
stock traders, and prominent Somalis living abroad. This was especially
important, in the rural parts of Somaliland such as Boroma, Burao, and
Yirowe where formal authorities lacked adequate financial resources for
even basic operational and logistical needs.

If remittances have served as a social safety net enabling the peaceful
pursuit of taxation policy, the role of the diaspora has often played an
even more direct role in facilitating the success of the state-building
enterprise over time. Given that Somaliland has not generally benefited
from international recognition or significant foreign development assist-
ance, remittances from the diaspora have played a key role in the state-
building enterprise. Indeed, as one Somalilander who was intimately
involved in a series of conflict resolution negotiations stressed, “peace
building in Somaliland would not have succeeded were it not for the
help, resources, and contributions of our diaspora.”®” To be sure the
diaspora has not always played a positive role in Somaliland’s rebuild-
ing process. During the civil conflicts of 1992 and 1994-1996, they
provided funds and other support for their clan militias. Nevertheless,
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by the late 1990s, remittances sent by members of the Somali diaspora
were invested in businesses, and they helped to reestablish basic ser-
vices that, in serving as a safety valve for Somalilanders, sustained the
peace-building and state-making processes. Importantly, and in the
context of the absence of international engagement and the relative
weakness of its state institutions, Somaliland serves as an important
case study in that it shows the importance of international remittances
and diasporic communities in the process of rebuilding states in the
aftermath of severe civil conflict.

However, this negotiated bargain in pursuit of state building was not
achieved without wrenching political conflict. In the early 1990s, as intra-
Isaaq clan enmities and divisions between former SMN leaders led to
successive rounds of civil conflict, non-Isaaq clans intervened to make
peace in the important conference held in Sheikh town. It was at this
conference that the most important source of revenue for the state, the
port at Hargeisa, reverted to Abdulrahman Tur (the first president of
Somaliland). It was also at this conference that the council of elders
(Guurti), which became the cornerstone of the hybrid political system
bringing together clan networks and the modern institutions of the
Somaliland state, was established as a key informal social institution in
the state-building project.®®

Nevertheless, for all of its rightly touted political success, Somaliland
remains constrained by limited avenues to generate resources and rev-
enue for the central state. This is because the majority of Somalilanders
are nomadic and engaged in the livestock trade which is difficult to tax.
Tax revenues are predominately generated from international trade
acquired from the port at Berbera. Consequently, throughout the 1990s
the nascent state not only expended a large portion of its budget to build
a military and police force, under Egal’s presidency, patronage politics
reemerged that threatened to undermine state-building efforts. Prior to
changes in policy, the Somaliland administration faced severe opposition
after it imposed financial controls and restrictions, which greatly alienated
the private sector including the Hawala bankers and the large livestock
traders.

The narrow resource base and weak extractive capacity of the new state
compelled the government in Hargeisa to resort to printing money
thereby creating inflation.®® The introduction of new currency by
Hargeisa in the mid-1990s also had grave political as well as economic
consequences; it was one of the main reasons for the reemergence of
conflict between the Isaaq subclans in the mid-1990s. One former
SNM member in Burao, in the region of Toghdeer, explained succinctly
how and why this policy exacerbated intraclan conflict at the time:
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The main reason for the conflict [1994-1996] was Egal’s introduction of the
Somaliland shilling. He did this to support his own Haber Awal subclan as a form
of patronage. This caused inflationary pressures and to this day most traders here
in Burao work with the Somalia shilling although they accept the Somaliland
shilling. This is for two reasons: This first is political. Egal’s government has yet to
be deemed legitimate and so residents here in Buroa and in Yirowe will not
legitimate his currency. Economically, since the livestock market is mostly linked
to central and eastern Somalia—the Somalia shilling is the real base of the local
economy. The purchasing power of the Somalia shilling is stronger. The Somalia
shilling is three times less expensive. We can eat and purchase commodities much
cheaper in Burao than in Hargeisa.’®

Importantly, and despite strong resistance against any form of gov-
ernment intervention on the part of many traders I interviewed, the
livestock trade, the cornerstone of the domestic economy, was gravely
and adversely affected by the unregulated environment in the after-
math of the collapse of the state. This naturally led to mistrust among
clans throughout the country. In Somaliland, the livestock trade oper-
ates on the basis of a hierarchical structure consisting of a network of
brokers who collect livestock from several markets throughout Somalia
on behalf of seven or eight large traders. An important source of
recurring conflict is that it is difficult to get the traders to cooperate
in an unregulated and highly competitive environment. During my
time in several livestock market hubs in Somaliland, I observed that
the large livestock traders were from the Haber Jalo and Haber Awal
Isaaq subclans. The Haber Younis often complained that the Haber
Awal not only dominated the trade, but with the assumption to power
of Egal at the time they were viewed as dominating the government as
well. Livestock brokers routinely cited evidence that since the Haber
Awal dominate Berbera and the outlying region where the port is
located, they have long dominated the livestock trade.’! Ultimately,
however, the Egal administration was able to provide services and
build an association of livestock traders which, over time, introduced
a distinct corporate culture to the livestock trade. The result was that
the trade recovered and in so doing helped to create more generalizable
trust across the clan divide and in the Hargeisa administration itself.
Thus, another important reason for Somaliland’s success is that gov-
ernmental authorities in Hargeisa were able not only to cooperate with
the hawala brokers soliciting loans and contributions from them; they
were also able to negotiate an acceptable and legitimate level of regu-
lation of the all-important livestock trade. Consequently, in this way
they were able to built trust among the most important actors in the
local economy.
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Puntland and the Struggle to Build a Viable State

In contrast to Somaliland, state building in Puntland has stagnated
after making significant inroads in the 1990s. So far, popularly legitim-
ate formal structures of modern governance have played a negligible
role in the affairs in northeast Somalia. Ultimately, the relative failure
of state building in Puntland has been the result of the ambivalent
vision of “statehood” that underpinned the foundation of the state,
the predatory behavior of successful leaders, and the failure to pursue
economic policies in ways that would generate trust and legitimacy
among the different subclans of the Darod, the dominant clan family
in the region.

Puntland initially followed a similar pattern of state building to neigh-
boring Somaliland. In May 1998 it was established as a result of the
intervention of clan elders of the Darod-Harti subclan in the city of
Garowe. The Isimada, or clan elders, of the Harti instituted a regional
administration that encompassed northeast Somalia, including Sool and
Sanag which continue to generate serious tensions between Puntland and
Somaliland. Headed by Abdullahi Yusif, the leaders of the Somali
Salvation Democratic Front (SSDF) at the time enlisted the cooperation
of clan elders in order to establish an autonomous state. Importantly,
however, the primary motivation was political survival rather than inde-
pendence. The Majeerteen, Warsengeli, and Dhulbahante subclans of
the Darod in particular felt strongly that they needed to unite in order to
avoid emerging as losers in the nation-wide clan struggle for power and
territory. In addition, they felt that territorial control would serve as
a powerful bargaining chip in their attempts to recreate a central national
territory.”?

Initially, Puntland managed to form a functioning regional state. Clan
elders elected Abdullahi Yusif as president, a charter was adopted follow-
ing a long consultation process among the different subclans of the
Darod, and a regional parliament chosen by the clans was established.
Yusif also managed to dampen intraclan hostilities by including non-
Majeerteen Harti clans in the Garowe Conference that formally estab-
lished the state of Puntland. In so doing he weakened the political influ-
ence of elites of his own Majeerteen subclan, which engendered
a significant, albeit short-lived, level of trust in his administration from
the other clans in the region.”> Moreover, in the early years and in
a pattern similar to Somaliland’s, a relatively more efficient tax and
revenue collection system was put in place, and courts and prisons were
rebuilt that improved security in most of the major towns. There was, as
one study noted, enthusiasm for the new regime and its attempts to create
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functioning institutions, and a sense of freedom allowed civil liberties and
independent media to take root.”*

However, Puntland’s leaders, and Abdullahi Yusif in particular,
quickly demonstrated that they were more intent on reestablishing an
authoritarian regime rather than embarking on a genuine grassroots
peacebuilding process and state-making enterprise. By the early 2000s,
infighting between subclans reemerged; the judiciary and civil service
became politicized, administrative corruption intensified; and any elec-
tions held by Puntland’s authorities were tightly managed, manipulated,
and controlled.®® Ominously, and in a pattern similar to that of the ousted
Barre regime, cabinet posts and economic privileges were allocated to
loyalists drawn mainly from Abdullahi Yusif’s Omar Mahmoud sub-
subclan, and businessmen, including hawala brokers and livestock
traders, were forced to pay large fees to operate or pay bribes for access
to export licenses which most of the latter allocated along clan lines. The
consequence of these increasingly predatory policies was to erode inter-
and intra-clan cohesion and undermine the short-lived security arrange-
ments that had sustained peace in the first years of Puntland’s foundation.
One resident of Eyfen district explained the state of affairs in Puntland
that reflect the authoritarian nature of the Garowe administration, which
stands in marked contrast to the situation in Somaliland:

We ask people to pay taxes, but they say there is no security and no basic services,
not even clean water. We don’t have a legal framework to tax international non-
governmental organizations. [In addition], there is a wide rural-urban divide. As
a result, rural areas have no government services or access to remittances from
relatives living abroad. The problem is corruption: power is accumulated in the
hands of a few powerful clans.”®

To make matters worse, Puntland’s leaders had to contend with
a strong local ideological rival represented by the militant Islamist organ-
ization, al-Ittihad al-Islami (AIAI). The rise in the popularity of al-Ittihad
in the early 1990s was a result of the lack of strong governance structures,
and the failure of local leaders to deliver law and order in the aftermath of
state collapse. At the height of al-Ittihad’s popularity, the forces of the
SSDF were simply not able to administer the important port of Bossaso,
and consequently AIAI was able to fill the security vacuum and eventually
take over the running of the port. It was through their access to the port
that they were able to import arms to strengthen their movement and to
generate revenue from port taxes which they used as the financial tool
with which they recruited followers.?” During my research in Bossaso and
Garowe, it was clear that al-Ittihad’s popularity extended beyond Bossaso
port. This is because the organization also managed to build strong
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commercial networks by forging close relationships with influential clan
elders in the region and thus were able to wield great economic as well as
political influence in civil society. However, this was often accomplished
through the use of coercive and violent means. As one resident of Bossaso
put it: “[P]eople wanted law and order and better administration, not
a religious dictatorship.”*®

The Political Economy of State Building: Somaliland
and Puntland Compared

Compared to Somaliland, the relatively homogenous Puntland, which
is populated primarily by the Majeerteen, a subclan of the Darod,
should by some conventional accounts be the stronger state. Yet it is
Somaliland — devastated by two waves of violent power struggles
involving intraclan and interclan warfare and with a heterogeneous
population consisting of many rival clans belonging to three large
families — that has achieved better results in reviving the basic institu-
tions of governance. What explains the underlying factors for these
divergent developments?

An important reason for this divergence has to do with the war-making
phase associated with the state-building enterprise. Both de facto states
have experienced intermittent ethnic strife, but only Somaliland presi-
dent Muhammad Egal was able to defeat his military rivals, which he did
after a series of violent conflicts centered on control of the port of Berbera.
This factor was crucial to Egal’s success at state building and his efforts at
consolidating political rule. By contrast in Puntland, the conflict between
Majeerteen elites and Islamists belonging to al-Ittihad continued, albeit
with a modicum of accommodation in recent years. In contrast to
Puntland, Somaliland has been able to win the ideological battle over
potential Islamist rivals. Clan solidarity among the Isaaq in particular has
emerged as a strong element in the success of the state-building enter-
prise. In Puntland, in the context of persistent intraclan tensions between
the subclans of the Darod, Islamist identification continues to make
inroads despite the fact that the population is more homogenous in
terms of clan affiliation.’® To be sure by the mid-1990s, Puntland author-
ities were able to effectively suppress the military wing of al-Ittihad al-
Islami. However, following their defeat by the forces of the SSDF and the
loss of control over the lucrative Bossaso port, al-Ittihad altered their
vision and strategy. They formally stopped advocating violence and
turned toward building support in society through peaceful means.
Consequently, they increased their social welfare provisioning including
building schools, hospitals, and offering humanitarian services, while
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simultaneously focusing on expanding their business and trade networks
with the Gulf.

In Puntland, by the end of the 2000s, the experiment of indigenous
state building that combined a system of clan representational side by side
with formal parliamentary rule declined.'®® The fragile political system
wherein every subclan of the Darod-Harti family would nominate
a parliamentarian endorsed by subclan leaders fell apart resulting in the
failure to build a viable state in the northeast. An important aspect of this
state-building dilemma was that, in addition to facing external threats, the
Puntland project’s architects had to contend with the influence of a strong
Islamist movement that enjoyed more popularity in civil society than the
increasing narrow subclan-centered administration. Indeed, one reason
Gerowe effectively ended its efforts at genuine electoral reform to usher in
a fledgling democracy as occurred in Somaliland is that it feared the
strength of the Islamist opposition. But the central problem that explains
the failure of state building in Puntland is, as one analyst put it succinctly,
an unresolvable conflict “between the ideal of an indigenous, consensual
political system underpinned by a mix of traditional and modern govern-
ance institutions, and the reality of a top-down repressive system.”'?!

Ultimately, variations in economic policies, including the essentially
political struggle to create a new currency, shaped state building in
Somaliland and Puntland. Currency delimits the economic boundaries
of the state and plays a pivotal role in revenue generation. Given the
importance of informal financial markets to the Somali economy, aspiring
state builders introduced new currencies based on geographic and polit-
ical, rather than strictly economic, considerations. This is part of an
overall strategy to create markets through instituting new currencies,
collecting taxes at ports, and establishing militaries and police to oversee
these new arrangements. The Isaaq in Somaliland have been more suc-
cessful in these efforts than the Majeerteen in Puntland, but neither clan
has managed to acquire complete monopoly in the legitimate use of force
across the various regions under its jurisdiction.

Importantly, in their pursuit of state building, political leaders in
Puntland proved the least interventionist in terms of macroeconomic
policies. They did not take part in the proliferation of new currencies
that were introduced in various clan-based territories following the col-
lapse of the Somali state. Whereas Somaliland authorities (and the two
large Hawiye-backed factions controlling the southern and northern parts
of Mogadishu) all printed new currencies that are tender in their respect-
ive domains, Puntland retained the old Somali shilling as its official
currency. The old Somali shilling remains the preferred local currency
because of its stability and local convertibility into other currencies. In
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Bossaso, the largest market in the northeast uses multiple currencies. In
addition to the old Somali shilling, the US dollar, the Gulf countries’
various currencies, the Ethiopian birr, and the Kenyan shilling all are
freely exchanged. The informalization of financial markets and the prolif-
eration of international money dealers have facilitated the transfer and
exchange of money, but they have not yet transformed themselves into
formal financial institutions and are unlikely to do so in the near future.
Unlike the Majeerteen leaders of Bossaso, Somaliland’s leaders intro-
duced a new local currency, creating inflation and disincentives for mer-
chants, moneychangers, and local consumers to convert their remittances
and other income into Somali shillings. This etatist policy has also been
the one reason for the intermittent incidents of civil strife, which have
slowed down the economy in the decade following the establishment of
the state. This is because neighboring clans (the Issa, Warsengeli, and
Gadabursi) view Hargeisa’s policy of manufacturing money — that is not
guaranteed by any bank — as exclusively benefiting the Isaaq clans.
Further aggravating clan enmities, during the Egal administration the
Somaliland government introduced policies reminiscent of the Barre
regime and attempted to heavily tax livestock exports and a wide range
of commodity exports. This led to some short-term financial and political
gains for Somaliland but undermined interclan cohesion. For a society
that is mistrustful of formal institutions of any kind, these policies recalled
the “predatory” and authoritarian policies of the previous regime, threat-
ening the hard-won legitimacy garnered by the aspiring state builders.
Puntland, where leaders pursued an essentially “free market” policy,
achieved significant economic gains, and its booming economy induced
non-Majeerteen clans to migrate and settle in the region. Bossaso resi-
dents enjoy a relatively high standard of living: while urban residents of
Hargeisa earn, on average, about one US dollar a day, Bossaso residents
earn over four.'%? This differential is evident even in comparisons of the
more marginalized clans in the two regions. In my survey of non-Isaaq
and non-Majeerteen clan families in Hargeisa and Bossaso, respectively,
those in Bossaso earned 50 percent higher daily incomes than their
counterparts in and around Hargeisa. There are a number of reasons
for these variations. First, in Bossaso the Majerteen clan established
political stability by defeating al-Ittihad and capturing the port in 1992.
Subsequently, a fragile peace was maintained by the good offices of
traditional elders (Isimo). The Isimo managed to promote social and
economic stability, but the periodic bouts of violence, the conflict
between Puntland’s leaders, and the ultimate failure of the state-
building enterprise suggest that clan-based peacekeeping cannot substi-
tute for the law-and-order functions of a modern state. Ultimately,
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Majeerteen clan elders failed in their attempts to establish a regional
council and to redistribute tax revenue not only for security, but also to
neighboring clans of the Bari region. Second, while businessmen in
Somaliland have managed to set up a formalized chamber of commerce
on a regional level to encourage deposits from livestock merchants and
currency dealers, this has not occurred in Puntland.

Ultimately, and particularly following successful indigenous peace-
building between the region’s clans, Somaliland’s relative success at
state building was aided by the establishment of the Somaliland shilling
which, while it led to strong opposition in civil society in the late 1990s
and 2000s, proved effective in redirecting revenue from the private sector
into state coffers. This, along with Hargeisa’s control of tax revenues from
Berbera port, and a carefully crafted alliance with the Isaaq business elite,
enabled the state to assert some of its fiscal authority. In Puntland, leaders
continue to utilize the old Somali shilling and thus have failed to demar-
cate the economic boundaries of their new state in ways that would
generate sufficient revenue to finance strong formal governmental
institutions.

Contrasting policies with respect to the informal financial sector also
help to explain the divergence in the two regions. As is the case through-
out Somalia, in Somaliland and Puntland, the unregulated hawwalat
continue to finance the bulk of imports, provide windfall profits for
those engaged in transferring these funds, and make resources available
for investments throughout the country. However, in contrast to livestock
trade, remittances remain unregulated and untaxed and therefore hinder
the establishment of formal, reliable, extractive, and regulatory institu-
tions; at the same time, moreover, they promote identity-based modes of
collective action. Consequently, remittance inflows, a large component of
Somaliland’s and Puntland’s local economies, have posed a significant
challenge to the long-term economic and political objectives of state
builders.

In Somaliland an increasingly unified Isaaq business elite emerged as
important beneficiaries of the remittance sector. In this regard, it is
important to note that while Somaliland is dominated by the subclans
of the Isaaq, it is a state that encompasses a number of other clans that
have often come into conflict with the Isaaq commercial and political
elite. This is clearly reflected in economic terms. The Isaaq leaders of
Somaliland benefit from their kin’s monopoly on the remittance trade in
the region. In fact, 60 percent of remittance-receiving households receive
funds via the Isaaqg-run Dahabshiil remittance agency. Prior to its closure,
al-Barakat, which is largely run by the Darod clan, possessed only 15 per-
cent of the market in Somalia, but controlled the lion’s share of the
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business in the northeast, an estimated 90 percent in Puntland. This is not
surprising, given that in Somaliland Dahabshiil enjoys the trust of the
majority of the wealthier Isaaq subclans and the political leaders. This
mutual trust and cooperation are the reason why businessmen in
Somaliland managed to set up a formal regional chamber of commerce
to encourage deposits and contributions from livestock merchants,
moneychangers, as well as the major commodity importers. Moreover,
by 2010 Dahabshiil, the largest hawwalat agency in Somaliland, had
invested approximately US 100 million in the Telecom services industry.
While this was largely the result of the burgeoning competition in the
financial services sector it also reflects the increasingly strong relationship
of cooperation that has emerged between the Isaaq business elite and
political authorities.

In contrast, while Somaliland’s political elite managed to generate
revenue from, for example, taxing the major telecommunication compan-
ies based in Somaliland such as Hormut and Gulis, Puntland has not been
able to do the same with the largest telecom business based in Puntland,
Sahal. In Puntland, none of the hawwalat or telecom companies pay taxes
to the Gerowe administration. The general manager of the Amal
Hawwalat company operating in Puntland explained:

The Hawalas or Telecom do not trust the politicians in Gerowe. None pay taxes
or give any credit or donations to the local administration. The bulk of revenue is
derived from direct taxation from Bossaso port. Approximately 90 percent of their
budget, an estimated $1 million a month, is still based on the revenue generated
from Bossaso. [Moreover], the Puntland administration adjusted the Somali
shilling to the US dollar several times beginning in 2008. The result has been
a steady rise in inflation and increasing anger against the government on the part
of a lot of businessmen. '

Given the nature of northern Somalia’s economy, political elites in both
Somaliland and Puntland also need direct access to the lucrative livestock
market. Direct access, in turn, requires regulatory oversight over this
trade enforced by an administrative and military power capable of main-
taining control over the ports of Berbera and Bossaso, respectively.
Somaliland’s Isaaq clan established a monopoly on tax revenues from
Berbera port, but in Puntland, al-Ittihad’s bid to control the port of
Bossaso — and thereby pursue its own state building project — failed. In
the early 1990s, al-Ittihad’s aim to build an Islamist state in Puntland
appeared feasible. In 1992, the inability of the political establishment,
dominated by the Majerteen subclan’s Somali Salvation Democratic
Front, to effect political change left a political void that provided al-
Ittihad, which already dominated informal finance in the region, the
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opportunity to gain control over the livestock trade. Initially, al-Ittihad
was welcomed in the northeast, where local leaders entrusted it with two
urgent tasks: managing the port of Bossaso and maintaining law and
order. Consequently, in the formative stages of state formation and at
the height of al-Ittihad’s popularity, the leaders of Puntland were not able
to administer the important port of Bossaso, and al-Ittihad was able to not
only fill the security vacuum; they eventually took over the running of the
port and controlled the collection of the port’s tax revenues.'%*
Al-Ittihad’s monopolization of informal finance and the struggle over
import/export trade centered around the port of Bossaso hindered
Puntland’s leaders’ efforts at state building by curtailing their attempts
to benefit from a veritable economic boom in the region. Historically,
successful state building has been associated with the concentration of
urban populations and government expenditure. As such it can poten-
tially offer the informal economy invaluable opportunities to capture
economies of scale. These economies of scale are most significant in the
development of trade and finance. In the livestock sector, opportunities
for trade creation and economic specialization also depend upon the
central government’s ability to establish a tax system that channels rural
production (i.e., livestock) into the market. The fact that this advanced
further in Somaliland than Puntland is another reason Somaliland’s
leaders have been more successful in financing their state building efforts.
There is little question that the Isaaq were able to monopolize and
regulate livestock trade and remittances to aid the process of state build-
ing. However, cooperation among the subclans of the Isaaq (Idagelle,
Habr-Yunis, Arab, and Habr-Awal) would not have been possible had
they not possessed a prior history of uninterrupted resistance to the Barre
regime. This historical experience more than some adherence to a fixed
notion of clan solidarity facilitated collective action and a shared ideo-
logical orientation that has enabled the Isaaq subclans to make significant
advances in the process of market and state reconstruction. In contrast,
the Majeerteen clan of Bossaso represents a relatively new arrival to
northeast Somalia, and its complicated political alliances and kin relations
with Siad Barre’s Darod clan hampered its ability to undertake collective
action and forge politico-ideological cohesion. The Majeerteen have
proved to be proficient economic entrepreneurs but have been less adept
at political cooperation than their Somaliland counterparts. The relative
strength of this moral economy of clannism has determined the nature of
political action, social conflict, and the success of negotiated agreements in
the two regions. In Puntland (as well as in Mogadishu), where there are
more diffuse and fragmented clan networks than in Hargeisa and where
neither the Majeerteen nor the Hawiye clan has an institutionalized history
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of collective action against the previous regime, Islamist activism serves as
a moral economy of last resort. It is no coincidence that al-Ittihad enjoys its
greatest foothold in Puntland and in the socially fractious regions in and
around Mogadishu where clan networks are less cohesive. As one Somali
Scholar explained: “[I]n the northwest kinship ties are very strong and
serve as the basis for cooperation and economic assistance. The Darod are
a more complex clan family like the Hawiye. These are older lineages that
are more fluid and flexible in terms of assimilating other clans. . . they rarely
cooperate as a clan family.”!?>

Somaliland’s more unified and stronger Isaaq elite stands in stark
contrast to the state of affairs in Puntland. Consequently, another import-
ant obstacle to collective action and state building in Puntland is the
absence of a distinct and organized economic elite. This is a state of affairs
that needs to be explained rather than assumed. Merchants and traders
play a central role in the informal trade economy, linking rural producers
with local centers of trade, and northern Somalia with external markets in
the Gulf. Nevertheless, despite their economic prominence in recent
years, local merchants and financiers have not yet developed the ideo-
logical makeup or corporate interest that is necessary to establish basic
institutions of governance, maintain law and order, lobby for the provi-
sion of public (and semi-public) goods, and provide even rudimentary
social services like education or health care. In Puntland, and to a lesser
extent in Somaliland, local merchants are fiercely competitive individual
traders who remain bound above all to their kin groups for the protection
of their lives and property and for business opportunities.'°®

A related impediment to collective action across ethnic or religious
lines is the fact that while clan networks facilitate economic exchange,
they also promote particularistic notions of identification that effectively
prevent more broad-based social organization. Consequently, the new,
more flexible structure of production and distribution that the clan net-
works have created is limited in its scope and effectiveness. Moreover, the
tendency of ethnic and clan networks to intensify under economic crisis
has tended to make many Somalis operating in the largely informal
economy vulnerable to the political machinations of more powerful
groups among the same clan and subclan affiliation. This combination
of both patronage and exploitation has meant that class and economic
divisions have been blurred — a common feature of informal relations
generally. Dominant and subordinate groups are represented in
a multiplicity of forms of interaction, and this has served to nullify basic
class divisions. In other words, what appears as ethnic or religious soli-
darity conceals a mechanism of control and accumulation in which basic
antagonisms are ideologically sublimated.
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The general tendency of informal institutional arrangements to sim-
ultaneously facilitate cooperation and promote modes of social control
is the main reason that Islamists are more successful in recruiting new
members in Puntland and Mogadishu, where solidarity and shared
norms of subordination provided by clan networks are relatively
weak. Since the disintegration of the state, al-Ittihad has predictably
shown a high degree of ideological cohesiveness and propensity for
collective action and “good works.” In recent years, these Islamist
activists have taken advantage of the divisions among the traditional
economic elite in Puntland to provide social services, operate local
newspapers, build mosques, and attain employment for their members.
They also have close links with Islamists in Sudan, primarily in the
form of Sudanese-funded educational scholarships.'®” This is an
important reason why, after losing control of the Bossaso port to the
Darood-Majeerteen-backed SSDF, al-Ittihad activists successfully
integrated into the local community as teachers, health workers, and
businessmen.

Dilemmas of State Building: Networks of Inclusion
and Exclusion

The informal finance and export sectors in both Somaliland and Puntland
have succeeded remarkably well in feeding local communities in both
urban and rural areas, with food imports being exchanged for proceeds
from local exports and remittances. Indeed, following the collapse of
regulatory and planning institutions in the north, the unregulated markets
in many parts of the country have recorded impressive economic divi-
dends for a small, albeit influential, segment of the population. However,
it is important to point out that these regional economies have not been
able to consolidate these gains across the clan divide or address deep-
seated inequality. In Puntland, and to a lesser extent in Somaliland, the
largely unregulated economy has spawned an increasing trend of the
appropriation and wholesale commercialization of communal and public
assets. This development is a logical outcome of attempts by state makers
and individuals to establish property rights in order to capture returns
from their own entrepreneurial endeavors. In northeast Somalia in par-
ticular, this process has resulted in persistent bouts of civil conflict and
continues to threaten the most productive base of the local economy.
Moreover, alongside the expansion in import/export trade, an extensive
market in illicit and criminal trade has developed. This includes the trade
in arms, the illegal export of female livestock and wildlife, and piracy
(itself spawned by unregulated fishing along the coast of Puntland). In
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this regard, the flourishing unregulated economy cannot replace the
functions of effective formal public and financial institutions. While the
booming informal economy has led to the accumulation of wealth by
a significant number of Somalis, it has not fulfilled the social needs of the
poor and vulnerable, who comprise the vast majority of residents in both
Somaliland and Puntland.

In the case of Somalia, and just as economic sociologists and institu-
tional economists would predict, absent formal institutions, wealth accu-
mulation is linked primarily to the networks of contacts that build over
time between individuals and communities, and not to income or any
other quantitative index of wealth. In other words, it is the density of
social networks that determines income generation and helps to secure
economic livelihoods. Thus, while clan and familial networks represent
the main avenue for the transfer of remittances, who benefits from them is
dependent on the possession of previously held social and economic
assets. For example, while more than 40 percent of the Isaaq subclans
in Somaliland receive remittances from expatriate relatives (Figure 6.1),
only 5 percent of the socially and politically marginalized clans (who have
enjoyed far more limited access to out-migration in previous decades) in
the northwest enjoy the same benefits (Figure 6.2). In addition to their
vulnerability stemming from their ethnic and political marginalization,
members of the marginalized clan families such as the Gadabursi, Ajuran,
and Rahenweyn as well as the Bantu suffer from the lack of access to
remittances and consequently have less weight in terms of a voice at the
level of the community or government. Moreover, this economic margin-
alization compounds their relative deprivation and leaves them open to
recruitment by Islamist organizations such as al-Ittihad or the more
militant al-Shabbaab.'%®

Clearly, as Figure 6.2 demonstrates, the benefits of state building do
not accrue to all of the Somaliland’s communities and have even exacer-
bated processes of social and economic exclusion. The Ajuran, Bantu,
and other socially excluded minorities, for example, commonly rely on
begging and work in the informal sector including a wide range of petty
trade activities, handicrafts, domestic work, garbage collection, and the
building of latrines. Moreover, while the construction boom in Hargeisa
offers opportunities in the building trade, it is a labor market that is
segmented along clan lines and favors members of the dominant Isaaq
subclans. Consequently, those hailing from minority clans and social
groups such as the Bantu, Ajuran, but also non-skilled farmers from the
Digil and Rahanwein, find employment only in the lowest, unskilled rung,
of the labor market. “We depend on labor in construction if we can find it,
or petty trade like selling water or building cement reservoirs. Basically, we
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Remittances by Selected Clans in Northwest and
Northeast Somalia--Hargeisa, Boroma, Bossaso and
Gelkayo
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Figure 6.2 Remittances by selected clans in northwest and northeast
Somalia

Source: Khalid M. Medani, “Report on Internal Migration and
Remittance Inflows in Northwest and Northeast Somalia” (Nairobi,
Kenya: UN Coordination Unit [UNCU} and Food Security
Assessment Unit [FSAU], 2000).

collect gravel and sell it to construction firms in Hargeisa,” noted one laborer.
Moreover, in contrast to the stronger clans, socially marginalized men and
women enjoy minimal access to services offered by the state or social net-
works of a kind where they are able to benefit from their relatives or kin. As
I observed from my research, in both urban and rural areas of Somaliland
and Puntland, residents from the socially marginalized groups rarely enjoy
financial support from relatives in ways that have secured economic liveli-
hoods for the majority of Somalis. One young man from the Ajuran clan put
it simply: “The more relatives you have abroad the more money you receive.
We don’t have remittances; we don’t have relatives outside of Somalia.”%°

The Challenge of Islamist Recruitment and the Failure
of State Building in Southern Somalia

In contrast to the successful state building in Somaliland, southern
Somalia has witnessed the emergence of militant Islamist organizations
battling for political control. In order to fully understand the Union of
Islamic Courts’ (UIC) takeover of Mogadishu in 2006, its subsequent
attempts at state building, and its ultimate failure at the hands of external
actors, we must first place the courts within their historical context. While
much attention has been paid to the recent rise of Islamist radicalism in
southern Somalia, in reality, Somalia’s Islamists are characterized by a lack
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of internal cohesion, a high level of factionalism, and strong competition
between Islamist and clan-based organizations. Consequently, the
attempts made by Somalia’s Islamic movements and shari’a courts to
jointly create viable governing administrations to establish security in
Mogadishu represented a contrasting example wherein both clan and
Islamist networks came to be utilized in state building. As a consequence
of violent conflict between the internal militant group al-Ittihad al-Islami
on the one hand and Ethiopia and local Somali warlords on the other, the
rise of the UIC in 2006 posed a strategic threat to both regional and
external powers. This fact, coupled with the US administration’s allegation
at the time that Somalia served as a haven for al-Qaeda terrorist cells, and
that al-Ittihad represented one such cell, ensured the vulnerability and
ultimate failure of the UIC’s Islamist state building project.

In contrast to the unifying, albeit wrenching conflicts, in Somaliland
which ultimately united the various Isaaq subclans, the early civil war
period in Somalia resulted in the division of Mogadishu along rival
Hawiye “warlords” based on subclan lines. By 1994, Ali Mahdi had
been greatly weakened vis-a-vis his local rival General Aideed. In an
attempt to establish security, uphold law and order, and restrengthen
his position in northern Mogadishu, Mahdi decided to implement the
first experiment in shkari’a courts. The courts managed to do what was
thought to be unthinkable for over two decades. Under the charismatic
leader Sheikh Ali Dheere, the courts succeeded in establishing security
and gaining public support manifest in the recruitment of clan militias
and judges during its initial years. These judges and militias, however,
were divided into opposing clans and subclans, thereby subjecting the
courts to criticism over the validity and neutrality of their judgements.
Indeed, as Cedric Barnes and Harun Hassan have observed, during this
early period, “the Islamic Courts were part and parcel of clan power in
Mogadishu.”'!® As such, upon the death of General Aideed in 1996,
Sheikh Dheere and the courts came to be viewed as a direct threat to
Mahdi’s authority and, thus, the courts were dismantled by 1998.

Nevertheless, General Aideed’s death presented the opportunity for
Islamist organizations to remerge stronger and take root in southern
Mogadishu, an area previously hostile to such groups under Aideed. By
1998 the long-standing rivalry between Hawiye subclan militias had
failed to provide a secure environment for local businessmen’s invest-
ments. In 2000 Mogadishu’s powerful business elite supported the cre-
ation of the Union of Islamic Courts under Hassan Dahir Aweis, the
commander of al-Ittithad. Subsequently, the UIC came to serve as an
umbrella organization for different clan-based shari’a courts to exercise
legal authority in particular areas of the city.!!! Though the courts were
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largely rooted in clan networks, representing the Saleban, Ayr, and
Duduble subclans of the Hawiye/Habr-Gedir, the presence of al-Ittihad
represented the unifying influence of political Islam.!'? This point is
particularly salient, as the UIC’s association with al-Ittithad as early
as 1998 largely determined its relations with both local and external
actors.

The rise of Islamist politics was due to the long, organized presence of
Islam in Somalia. A number of the organizations are mainstream Muslim
associations of a social, educational, and/or religious nature, and more
recently some militants, promulgating a program of coercive and violent
expansion with international connections and ambitions emerged. Of the
various Islamic associations, the one that laid the roots for modern forms
of Islamist militancy, including the Union of Islamic Courts, is al-Ittihad
al-Islami. The movement was founded in 1984, bringing together two
earlier Islamist organizations: Wahda al-Shabaab al-Islami and, most
significantly, the Somali branch of the Ikhwan al-Muslimeen (Muslim
Brotherhood). Both these organizations were formed in the 1960s but
suppressed by former president Mohamed Siyad Barre. How diverse
Islamist politics is in Somalia is reflected by the increasing tension
between these modern Islamist organizations and the more traditional,
Sufi groups. Most prominent among the latter, is Akl al-Sunna wa al-
Fama’a (People of the Sunna and the Community). Ahl al-Sunna was
established following the collapse of the Somalia state in 1991. It is self-
avowedly opposed to militant and “reformist” Islam and claims to repre-
sent traditional, mainstream Muslims in Somalia. They specifically tried
to counter Salafist-Wahhabist versions of Islam and thus inevitably
became involved in politics. Its efforts to mediate between politics, radical
Islam, and Somali Muslim traditions have placed it in a difficult position.
In late 2008 it started to form militias to counter the al-Shabaab
insurgents.

Of greater political importance has been al-Ittihad al-Islami. Al-Ittihad
was first led by the Somaliland Sheikh Ali Warsame, a Saudi-educated
Wahhabist cleric. Since the early 1980s it has been a constant presence in
Somalia in various forms, both as a social movement with its own services
and propagandist-educational activities and as a militant Islamist organ-
ization. While al-Ittihad had a social component, it was primarily
a political Islamist movement of militants aiming to install an Islamic
state in Somalia. It became embroiled in violent disputes and military
confrontations with both clan militias and Ethiopian forces along the
border with Ethiopia throughout the early 1990s. Its bases in the Gedo
region just across the Ethiopian border provoked a campaign by the
Ethiopians in 1996-1997 that dislodged the organization and killed
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many of its leaders. After this defeat, al-Ittihad abandoned its inter-
national jihadist ambitions and developed a domestic agenda aimed at
creating a semi-legal social network within Somalia society, which was
essentially modeled after the National Islamic Front in Sudan before the
1989 coup. Indeed, linkage with al-Ittihad and Sudan is formative and
dates back to the early 1970s. In May 1973, five Somali students at
Khartoum University who had officially joined the Sudanese Muslim
Brotherhood founded the first chapter of the Somali Muslim
Brotherhood, the precursor to al-Ittihad.!'?

However, in contrast to the Islamists of Sudan and Egypt where the
bulk of rank and file members were recruited from university students and
the educated middle class, the Islamists who joined al-Ittihad generally
came from a different social segment. Of particular consternation for the
leaders of the organization was the fact that potential recruits had a poor
knowledge of Arabic and Islam. Consequently, the recruiters of al-Ittihad
tried to overcome two important challenges that continue to pose
a similar challenge to subsequent militant organizations, including al-
Shabbaab. First, leaders had to deal with the low level of education, and
particularly rudimentary Islamic learning, and poor Arabic language
skills. Second, and most important, they attempted, with varying degrees
of success, to overcome the durability of clan and Sufi sectarian loyalties
in their efforts to unify Somalis under the broad banner of an Islamist
movement. Indeed, their recruitment methods, which owe a great deal to
their original influence from the Muslim Brotherhood, follow a familiar
methodology but were adapted to meet these challenges which are spe-
cific to the Somali context. As with the Muslim Brotherhood in Egypt,
potential recruits have to pass through the three stages of identification,
training, and recruitment. Similarly, the recruit undergoes a socialization
process whereby his commitment and activities are evaluated through the
conduct of duties and obligations composed of Da’wa outreach, the
payment of monthly contributions, and other activities designed to
develop and determine the recruit’s level of commitment. Moreover,
while potential members of the Brotherhood in Egypt must pass seven
stages in this process, al-Ittihad’s recruits had to successfully “graduate”
through four stages: Nasir (aspirant), Muntasib (member), Amil (effective
member), and Nagib (full member).''*

What is noteworthy, however, is that this process of screening and
vetting of potential recruits while more efficient in Islamist organizations
like that of the Muslim Brotherhood in Egypt is far more precarious in
Somalia’s more conflict-prone political landscape. Moreover, while clan
and sectarian ties may be far less pronounced in Sudan, and even less so in
Egypt, in Somalia the competition over identity-based loyalties is far more
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complex and insecure. Wherein intraclan divisions and Sufi-Islamist
conflicts come into confrontation Somali Islamists routinely experience
organization vulnerability and internal divisions. In particular, the
deaths and displacement which is a common feature in central and
southern Somalia routinely undermine the unity and cohesion of al-
Ittihad and other Islamist organizations. As the Somali scholar
Abdurahman Abdullahi has persuasively argued, while Islamists in
Somalia devise a number of innovative strategies to meet these challenges,
including shortening the duration of the recruitment process and holding
meetings at a “general location,” this often leads to a problem of “exces-
sive recruitment” that dilutes the organizational discipline and the reli-
gious commitment of the individual to the organization.''®
Consequently, while most scholars have focused on Ethiopia’s crack-
downs against al-Ittihad forces since the early 1990s to explain the latter’s
weakness, a more important factor has been the challenges associated
with the recruitment process. In other words, al-Ittihad and Islamist
militant leaders in general have faced significant political and cultural
obstacles in their efforts at recruiting committed, disciplined, and rela-
tively educated, skilled cadres to their organizations. As a result, the
recruits of al-Ittihad have been far more susceptible to militant ideologies
and strategies than other middle-class-based Islamist movements.
Existing in somewhat of a state of ideological ambivalence and unable
to forge a stable and cohesive organizational structure, al-Ittihad — like
other Islamist militant organizations in south-central Somalia — has sim-
ply been unable to monopolize and deploy the “legitimate” use of vio-
lence as part of building durable state institutions.

Nevertheless, while it was able to establish an Islamist social movement
as in Egypt or Sudan, by the early 1990s, al-Ittihad did emerge as
a political force, distinguished from other clan-centered militias by its
cross-clan Islamist ideology.''® In 1991, the group engaged in violent
conflict with two local warlords: General Aideed and Colonel Abdullahi
Yusuf, whose struggle against the Islamists was backed by Ethiopia.
Before joining the Union of Islamic Courts in southern Mogadishu, al-
Ittihad was a target of continuous attacks by Ethiopia, which viewed this
group as a significant threat to its security. Ethiopia has long been con-
sidered an enemy to Somalia, a perception exacerbated by the 1977
Ogaden War, the 1998 Ethiopian-Eritrean War, and now the threat of
Islamist militancy along the Somalia-Ethiopia border. In light of the
regional and international opposition to the emergence of Islamist mili-
tants in Somalia, it came as little surprise that the UIC’s emergence as the
strongest political and military force in Mogadishu by mid-2005 led to
external military intervention and an internal proxy war. Moreover, the
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UIC’s staunch opposition to the 2004 Transitional Federal Government
(TFQG) established by Ethiopia and the United States renewed rivalry
with certain Hawiye subclan groups and exacerbated suspicions sur-
rounding the courts.

By 2005, the TFG had lost all legitimacy among residents of Mogadishu.
The Somali Reconciliation and Rehabilitation Council (SSRC), a loose
coalition of Ethiopia-backed and anti-Islamist factions, supported the
government and remained as its primary base of support. The TFG-
appointed the late president Abdullahi Yusuf who supported Ethiopia
and formed an alliance with Addis Ababa against the Islamists of
Mogadishu. Perhaps most importantly, unlike the state builders in
Hargeisa, the TFG failed to transcend clannism and resolve debilitating
interclan conflicts in the region. The 13th Somali Conference, which was
held in Kenya under the auspices of the Inter-Governmental Authority on
Development (IGAD)'!” and with the support of the UN and European
Commission, established a three-phase process to broker peace in Somalia.
These were a declaration of cease-fire, resolution of the key conflict issues,
and power-sharing in a revived central government. However, Somali
delegates were unable to make progress over the second phase and, in
order to move ahead with the negotiations, the participants moved on to
the final phase without effectively reconciling their differences. Moreover,
in stark contrast to Somaliland, the power-sharing arrangement was
designed in such a way as to institutionalize rigid clan identity and division,
whereby seats were designated to clan-family members, and negotiations
over representation took place wizhin rather than between clans.''® Indeed,
the interventions by external actors also played a significant role in prevent-
ing the creation of an indigenous Somali state form as witnessed in
Somaliland. As a result, clannism persisted and by mid-2005 the govern-
ment was incapacitated by deep internal divisions.

In light of the threat posed by Yusuf and the TFG’s illegitimacy, by 2005
the UIC was strengthened, allowing it to mobilize its base of support. As
a result of an ostensible increase in Islamic “fundamentalist” power, a US-
backed coalition of businessmen, militia leaders, and Hawiye “warlords”
formed the Alliance for Restoration of Peace and Counter Terrorism in
March 2006.'*° Fighting broke out between the UIC and the loosely
organized Alliance and, by the first week of April, the UIC had seized
most of Mogadishu. By the summer, the UIC gained complete control over
the city and ousted the Alliance and warring militants.

The UIC achieved many successes during the first months of its instal-
ment in Mogadishu, not least of which was establishing security and
control in the city. It had earned a monopoly over both coercive and
extractive power and received high levels of public support. Unlike the
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TFG, the UIC attempted to formulate a state structure that eradicated
clannism by upholding unifying Islamic traditions and law. For Somalis
who had experienced over three decades of interclan warfare, Islamic law
interpreted mostly for its “law and order” function proved a viable and
attractive option. However, as a new legitimating ideology for a nascent
state, shari’a law would not have proven successful were it not for the fact
that the UIC’s executive apparatus was consistent with traditional Somali
clan institutions including the Xeer, and that its leaders refrained from
institutionalizing their power at the expense of traditional clan author-
ities. The representative decision-making body within the UIC effectively
bridged clan identity, incorporating subclans of the Hawiye, Rahanweyn,
Isaaq, and Darod families. While the executive consisted of a chairman
and cabinet, it incorporated such traditional governing bodies as a shura,
or consultative committee, and its primary governing branch was com-
posed of the independent shari’a courts.'*°

Similar to that of Somaliland, the state building approach attempted
by the UIC in 2006 sought to combine both clan ties and Islamic norms
in ways that would reconcile Mogadishu’s rival clans and lay the
groundwork for more stable state institutions. Moreover, by the sum-
mer of 2006, the UIC provided southern Somalis with an alternative to
the TFG’s externally driven state building project, incorporating “indi-
genous” Islamic principles of particular relevance to the Somali con-
text. Much like the experience in Somaliland, and contrary to much
writing on state formation, the UIC’s approach to state building high-
lighted the possibility of a state built on local cultural as well as political
realities.

This experiment, however, was short-lived. The emergence of UIC
authority in Mogadishu was declared by the parliament of Ethiopia as
posing a “clear and present danger” to that country. The Ethiopian
government, as a result, granted the late prime minister Meles Zenawi
the authority to defend the TFG and Ethiopian sovereignty “by any
means necessary.” As a result, the Ethiopian military supplied the TFG
with troops and arms in order to rid Somalia of the UIC. On
December 20, 2006, clashes arose between the TFG and UIC. The
nascent UIC forces were loosely organized and vastly outnumbered by
the Ethiopia-TFG coalition. On December 28, the short-lived Islamist
project of the UIC ended as Ethiopian and TFG forces entered
Mogadishu unopposed. Not surprisingly, in place of the state-building
experiment that sought to combine both Islamist and clan loyalties in
what is Somalia’s most divided region there emerged a far more radical
and militant Islamist organization: al-Shabbaab.
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In contrast, to Egypt and Sudan, Islamist activism in Somalia arose
precisely due to the strength of political clannism reinforced during the
remittance boom. The oil boom era did in fact witness the genesis of the
modern Islamist movement in Somalia. However, this development was
primarily a result of Somalia’s weak state rather than the consolidation of
Islamist activism across a broad spectrum of Somali society. Moreover,
while both Sudan and Egypt developed a strong middle-class-based
Islamist movement, albeit with different levels of success in political
terms, this has not been the case in Somalia. Indeed, the factors that
have resulted in the proliferation of Islamist militant organizations in
south-central Somalia can be attributed to the general absence of an
Islamist social movement in the country as well as external interventions.

Also, in contrast to the Islamist movements in Sudan and Egypt, in
Somalia clan politics continues to dominate political and social life.
Indeed, ‘Islamism’ in Somalia is fundamentally an externally driven
phenomenon; it’s ascendance in domestic politics can be traced to the
1970s when thousands of Somalis traveled to find employment in the
Arab oil producing states. Moreover, whereas in Egypt and Sudan
the political ascendancy of Islamist organizations has been determined
by the interplay of state-society relations rather than by external actors, in
Somalia the more militant aspects of Islamist mobilization are rooted in
Wahhabist influences on some Somalis originating from Saudi Arabia.
Al-Ittihad and other Somali Islamist organizations began building the
organizational structure of their organizations and constructing the ideo-
logical edifice of their movements abroad. Ultimately, however, the real
political and ideological battle in south-central Somalia has been the
conflict between a small group of Islamist militants and the far more
politically salient politics of clannism.
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