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1. Introduction
DRCs office in Ethiopia, through a grant from the EU 
Trust Fund, has included a component on diaspora 
investment and support to local business with a view 
to strengthen self-employment and job creation for 
refugees and host populations in the Somali Regional 
State of Ethiopia. 

Initially DRC identified four distinct models used by 
the diaspora to engage in the region: partnerships 
between diaspora investors / diaspora entrepreneurs 
while still overseas; diaspora remittances for start-up 
support; Single diaspora investor and partnerships 
between Diaspora and foreign investors. 

While each of the models do create jobs in the re-
gion, it is mainly engagement model 1 (partnership 
between diaspora investors) and engagement mod-
el 2 (remittances for investment) that are the most 
used by diaspora for engagement in the region. This 
assessment therefore focuses on these two models 
and aims to detail the dynamics, motivations and 
challenges of the two diaspora business engagement 
models. 

1.1.  Objectives of the 
assessment 
 
The objectives of this assessment document exist-
ing practices around diaspora business engagement. 
More specifically the assessment focused on elabo-
rating the details, dynamics, motivations and chal-
lenges of first two diaspora business engagement 
models. 

1.2.  Assessment Methods
The assessment employed a cross-sectional descrip-
tive study design to understand and describe the two 
diaspora business engagement models in the Somali 
Regional State. Given the nature of the assessment, a 
qualitative approach was used to document the two 
engagement models - the diaspora business partner-
ship and remittances for productive purposes (main-
ly for business investments). 

The primary data was collected using key informant 

interviews and observation. Considering the current 
global health situation, key informant interviews 
were carried out through a mix of telephone, and 
other virtual platforms with selected key informants 
from different groups of interest using appropriate in-
terview guides.

45 key informant interviews were conducted under 
three categories:

• Key informant interviews with 15 diaspo-
ra business partners in Somali Regional State 
and with 10 diaspora partners in abroad in or-
der to describe the diaspora business engage-
ment model 1, i.e., partnerships between diaspo-
ra investors / diaspora entrepreneurs in overseas.
 
• Key informant interviews with 10 senders of remit-
tances that was used for productive purposes (5 who 
have sent to relatives in the camps and 5 who have 
sent to the host community) as well as 10 recipients 
of remittances engaged in productive activities (5 in 
the refugee camps and 5 in other locations in Somali 
Regional State) in order collect data that was used to 
describe the diaspora business engagement model 2, 
i.e., Diaspora remittances for start-up support. Obser-
vation of the business types was also used to comple-
ment the data obtained through KIIs.

Purposive sampling and snow ball sampling tech-
niques were employed in order to select the required 
number of key informants to be involved in the as-
sessment from the different group of informants. The 
collected data was analyzed using qualitative data 
analysis method. It was organized into themes, and 
analyzed using thematic analysis and narratives. 
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2.1.  Details and Dynamics
Type of Investment
The types of investment in which the diaspora inves-
tors, who were interviewed as part of this study, en-
gaged in include agriculture mainly crop and fodder 
production, milk processing etc; manufacturing in-
dustries such as steel/iron sheet factories; construc-
tion emphasizing on real estate development and 
rental of construction materials; and the service sec-
tor mainly on education, hotel and cafeteria services.

Origin Countries
The diaspora who have invested in Somali Region 
tend to come from different countries. The countries 
of origin mentioned by the interviewees included UK, 
Canada, Sweden, USA, Denmark, German, Norway 
and South Africa. 

Year of Business Start-up
The diaspora businesses that were covered in this 
study were reported to have been started between 
2012- 2020, with most of them being recently start-
ed from 2018 onwards. The main reason stated for 
this trend is the governmental change in the region 
in 2018, which opened up space for the diaspora to 
come and invest in the region. However, some of the 
diaspora business partners indicated that they were 
motivated by the efforts of previous administration to 
mobilise diaspora and their resources. These efforts 
started in 2012 when the Somali region diaspora co-
ordination offices was established.

2.2.  Motives for Investment 
The motives for Diaspora investors to engage in in-
vestment within the Somali Region in different sec-
tors emanated from their personal observations and 
assessments by the Diaspora members themselves 
as well as from information obtained from region-
al government authorities and people in the region 
(including the diaspora who invested) about the in-
vestment opportunities in the region. In this regard, 
most of the interviewees reported that they were mo-

tivated by the practical problems or challenges that 
they have observed in the region including unem-
ployment, lack of better schools, shortage of fodder 
supply, gaps in housing provision, gaps in supply of 
construction equipment and materials, lack of lei-
sure places etc. The desire to contribute towards the 
solution of such problems has necessitated most of 
the investors to come and invest in the region. In fact, 
they would also accrue benefits in the form of profit 
from their investments while simultaneously playing 
their part to solve the identified gaps.

For instance, a diaspora investor engaged in the edu-
cation sector noted the following: ‘I made assessment 
on areas of investment in the region and I found unem-
ployment is high, people are siting all the day and hav-
ing tea and discussion about politics and nothing else, 
and	there	were	no	best	qualified	schools	in	Jijjiga	city’	
(KII 3). In the same fashion, another diaspora investor 
engaged in education and technology innovation has 
also mentioned similar reasons as he said: 

‘I came to Ethiopia in 2015 G.C and I have observed the 
need of the people/the country. Then I have contacted 
the education ministry in a federal level at Addis Aba-
ba. Then I made an observation on areas for invest-
ment	particularly	in	the	Somali	region,	Jijiga	city	and	
Dire	Dawa	city	administration.	Since	I’m	from	this	area	
I have observed the need of the people and the com-
munity and I know education is not for a high revenue 
return investment but since people in this area (our 
people) has fallen behind and there is no development 
progress without education, I choose to invest in this 
area’	(KII	9).		

Another diaspora investor engaged in steel and plas-
tic recycling factory added ‘we planned to invest in ar-
eas that can create employment opportunities for the 
unemployed and save the environment, and we found 
the recycling of plastics and iron sheet factory as po-
tential	areas	of	investment’	(KII	5).	

It can, thus, be deduced from the aforementioned ex-
cerpts of key informant interviews that most of them 
were inspired by the situation on the ground within 

2. Findings: Model 1: Investments based 
on Diaspora Partnerships
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the region as they look for investing in certain areas 
to benefit both themselves and the community.

Some other diaspora investors reported that they 
were motivated by the awareness raising campaigns 
of the former regional government through the re-
gional Television and also through the outreach ac-
tivities that they carried out. Some of the diaspora 
investors interviewed indicated that they were at-
tracted by the awareness campaigns and opportuni-
ties that the government offered to the diaspora in-
vestors in the region. 

Finally, the recent change of the regional government 
has also served as one of the motivating factors for 
diaspora investment in the region. To this end, a dias-
pora investor engaged in Real State sector also noted 
how he and his business partner came to invest in the 
region as follows: 

We have known each other in the USA. We de-
cided both to invest in the East Africa and while 
we were doing the assessment, the regional ad-
ministration changed, then we decided to assess 
the Somali region. That change encouraged us 
and we found this opportunity to invest (KII 12).

To sum up, the motives of the diaspora investors were 
to contribute to and benefit from the development of 
the region by engaging in areas where there is serious 
gap to be filled in. Gains to their pockets as well as to 
their hearts were the two main factors that motivate 
diaspora engagements according to the IOM (2018) . 
The findings of this assessment reveal that diaspora 
groups are motivated by the available opportunities 
for business investments in the region as well as the 
desire to contribute back to their homeland and sup-
port developments in their homeland. 

2.3.  Selection of the business 
and source of information for 
decision
The diaspora investors selected the business sectors 
for their investment on the basis of their prior knowl-
edge and experience in the sector, observation and 
assessments made on the ground and in rare cases 
on the basis of the information obtained from rele-
vant government offices about the areas and oppor-
tunities for investment in the region. In most cases, 
there were no organized information that they could 
obtain from the government offices even if some of 
the interviewed informants seek it. A diaspora inves-
tor indicated that “the regional diaspora office main-
ly supports the process of obtaining the yellow card. 
They don’t have organized information as to where 
to invest and what each investment requires”. Due 
to this, majority of diaspora investors indicated that 
they relied on their past experiences and visits to the 
region to observe and assess. 

Regarding the sources of information, the diaspora 
investors used data from different sources for making 
decisions about their respective investments. These 
sources include personal assessments, information 
obtained from relevant government offices, NGO re-
ports, and market assessment or feasibility studies. 

For instance, a diaspora investor engaged in fodder 
production mentioned the sources of information 
used for decision making as follows:

I heard about the fast and deep rooted drought in the 
region from the NGOs working in the county starting 
from 2000 onwards. I personally assessed about the 
place in which fodder is brought from and transported 
to and the cost incurred to bring it into the region. Then 
I decided to invest my money in fodder production ar-
eas (KII 1)

Regional governments missions to mobilise the dias-
pora were also potential source investment related 
information for the diaspora groups. They used to 
share the available opportunities and supports that 
the regional government is willing to extend to the 
diaspora investors. Another diaspora investor, on the 
other hand, elaborated how he and his colleagues 
have obtained information about the investment 
opportunities in the region from the regional govern-
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ment through outreach programme. He said the fol-
lowing:

The then time SRS president named Abdirashid Du-
lane come to us and we met him at London. Six people 
along with the president came to UK with him and he 
discussed with us and we got information about the 
region	 from	him	 for	 the	first	 time.	They	convinced	us	
saying land will be given to us and the regional gov-
ernment will also welcome us. So I got the information 
from him about the situation at home. In fact, we also 
got general information from the ambassador of Ethi-
opia named Kebede (KII 6).

Other diaspora investors have elaborated how they 
managed to obtain information from different gov-
ernment and private sector offices. However, this 
information was not organized and complete. Every 
sector informs you what you are supposed to do in 
their respective offices. However, the complete infor-
mation that helps you to get your documents from 
different offices was not available with any of the en-
tities visited. A diaspora investor described the source 
of information used for decision making as follows:

We visited the diaspora and investment bureau. They 
shared certain information related to the yellow card 
and	 other	 documents	 from	 the	 office.	 But	 then	 we	
needed someone to help us with the construction sec-
tor and all its processes. So we had to go to a private 
consultancy called Big Vision Consultancy and they 
helped us with the design of our construction and the 
documents needed for it. That helped us (KII 12).

Though the diaspora investors depend on informa-
tion obtained from the different sources for decision 
making, they complained about the lack of organized 
information to be used as an input for investment de-
cisions. To this end, diaspora investors relied on sep-
arate, and sometimes conflicting, information that 
they get from each entity visited. No information was 
accessible on their online platforms. Even when many 
of the diaspora groups came to the region, no com-
plete information was available with the line bureaus.

One of the interviewed diaspora investors explained 
his grievances about the gap in information provision 
as he said ‘The government does not give us enough 
information about available opportunities. For exam-
ple, I have been here for 5 months and still did not get 
enough	information	from	the	government’	(KII	4).	

It can, hence, be said that though the diaspora inves-
tors seek information from different sources for mak-
ing evidence-based decision about their investment, 
the lack of organized data and information appears 
to be a big constraint. As a result, they tend to rely on 
their own personal assessments and/or market as-
sessment/feasibility studies to make various invest-
ment decisions.

There is, hence, a need for the provision of an orga-
nized information about the areas of investment, 
existing opportunities and challenges, as well as the 
procedures of investment in the region. This was ex-
pected to be delivered by the relevant government 
offices to those who are interested to invest in the re-
gion so that they can make evidence-based decisions 
about the type and nature of their respective invest-
ments.

Decisions about the investment 
In most cases, the partner/s based in the region 
took responsibility for running the business and 
major decisions are taken in consultation with 
the partner/s abroad. As they are the ones facing 
the real situation on the ground, they tend to pro-
pose solutions for any challenges that they faced 
in the process of starting and running their busi-
nesses and the partner/s abroad often agree on 
the proposed solutions on the basis of discussions. 

2.4.  Business Skills and Start-
Up Capital
Business skills in the area of investment 
Many of the Diaspora investors mentioned that 
they have some sort of knowledge and skills in the 
area of their investment, which they acquire be-
fore their investment. Some of them, on the oth-
er hand, had just the business idea and the capi-
tal for investment. Accordingly, they tried to hire 
the required professionals and run their business. 
In this regard, some investors have complained 
about the challenge of obtaining employees hav-
ing the right set of skills for different positions.  

Amount and Source of initial Capital 
The amount of initial capital of the Diaspora business-
es covered in the assessment ranged from $20,000 to 
$1 million. In fact, the initial capital of majority of the 
investments was below $1 million.
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The business start-up capital for almost all of the Di-
aspora investments was raised through savings by 
the partners involved in the businesses. No one of the 
diaspora investors have reported to have obtained 
credit/loan from any financial institutions. Most of 
them had savings in place and did not want to ask 
for credits. This was mainly because of the lack of in-
terest free credit services but also a huge collateral 
requirement by the financial institutions. The lack of 
information regarding where and how to access cred-
its was also mentioned as one of the bottlenecks for 
obtaining credit services for investment. 

Reflections from the diaspora investors are discussed 
hereunder. One of the diaspora investors put his re-
flection as ‘I did not visit any bank for credit. The bank 
credit services were not Muslim friendly in nature so 
didn’t	use	 their	 credit	 services’	 (KII	 3). The point has 
been further elaborated by another diaspora investor 
when he said:

We	used	savings.	We	didn’t	request	credit	from	anyone.	
The main reason for this was that we wanted to start 
with our own capital but in the future, we will consid-
er	 the	credit	 from	banks.	But	we	don’t	also	have	any	
information related to these credits and how they are 
offered.	The	other	problem	is	that	they	all	are	not	inter-
est free and as Muslims we should take a care of that 
(KII 17). 

Despite the aforementioned challenges, few of the 
investors still try to obtain credit services from finan-
cial institutions. In this regard, the diaspora investors 
mentioned reaching out to the development bank, 

Somali Microfinance institution and Oromia Bank. 
The main logic behind these banks were related to 
their Islamic fiancé and banking services. However, 
the requirements were not yet clear for the diaspora 
and these processes were only at their early stages. 

It can, hence, be deducted that most of the diaspora 
investors rely on the contribution made by the part-
ners involved from their respective savings to start 
businesses. The utilization of access to credit ser-
vices by the diaspora investors seems to be limited 
for religious and cultural reasons, as the banks/finan-
cial institutions failed to provide interest free cred-
it services. Though most banks in the country have 
introduced interest free services, it seems that the 
practice of offering interest free credit services is still 
at its infancy. Besides this, the lack of organized in-
formation about the available credit services appear 
to hamper the accessibility of credit services to the 
diaspora investors.
 

2.5.  Internal Collaboration 
Model among Partners
The business partnerships among the Diaspora were 
formed on the basis of knowing each other, which 
served as a source of trust among themselves. The 
number of people involved in the diaspora partner-
ships for investment ranged from two to nine per-
sons, with most involving only two or three members.
Basis of internal collaboration 
Most of the partnerships among the Diaspora are 
guided by written agreements or by laws provid-

9DOCUMENTATION OF DIASPORA BUSINESS ENGAGEMENT IN THE SOMALI REGIONAL STATE, ETHIOPIA



ing the details about the role and responsibilities of 
members, the profit-sharing arrangement, dispute 
or conflict resolution among others. Though many of 
the diaspora investors are tied together through fa-
milial or clan affiliations, they reported to have signed 
written agreements in order to guide their business-
es in a manner that minimizes possibilities of dispute 
or conflict among the members. Few diaspora inves-
tors, on other hand, have reported to have only ver-
bal agreements as they trust each other much due to 
close family networks.

While businesses based on clan and/or familial ties 
are characterized with a high level of trust among 
the partners due to their shared affiliations, the 
diaspora investors indicated that business agree-
ments are always better than leaving the affili-
ations to lead the business. This helps the part-
ners to share not only the benefits but also risks 
that can come at any point in their partnership. 

Advantages and disadvantages of family 
and clan-based businesses 
Many of the business partnerships among the diaspo-
ra were not formed along familial or clan networks. 
Despite the clan ties between and among the dias-
pora, only few of them established their businesses 
based on such networks. The diaspora investors were 
asked about the advantages and disadvantages of 
family/clan based business partnerships and their re-
sponses are given below. One of the diaspora inves-
tors has described the pros and cons of family/clan 
based business partnership as follows:

Family or clan based businesses are not ideal.  In terms 
of trust, people know each other and they can trust 
each other easily. But it fails most of the time because 
there are no strict rules and regulations that can be 
implemented.	There	is	always	conflict	associated	with	
the fact that you are a family member. If the business 
fails, you cannot hold any one responsible because he 
is	a	brother	or	family	member	so	you	just	leave	it	like	
that. I happened to me twice and now my partnership 
is	based	on	formal	agreement	with	the	partner	(KII	9).	

While there are positive sides of family/clan-based 
partnerships including the trust among the family/
clan members which sometimes plays a role in solv-
ing business problems, there are number of disad-
vantages that the informants mentioned. A diaspo-
ra investor described the disadvantages shortly as 
‘when there are some social/ clan ties people might 

break agreements expecting the social ties will pre-
vent	any	consequence	of	rule	breaking’	(KII	22).	

As a result, the diaspora investors have raised the im-
portance of contract agreements in order to minimize 
the risks associated with family/clan-based business 
partnerships. In this regard, one of the diaspora in-
vestors forwarded his reflection as below:

I think non-familial/clan-based partnership is better 
because family/social tie based partnerships do not in-
volve mostly a written contractual agreement and lat-
er on there will be disputes and that will damage the 
business. A clear and written contractual agreement 
is important in establishing and running business (KII 
21). 

To sum up, family/clan-based partnerships have 
the advantage of building trust among the business 
partners. But it has also its own risks when conflicts 
arise between partners as it goes against the enforce-
ment of principles of accountability and rule of law. 
This would be so because of the precedence that the 
community attaches for the maintenance of familial 
networks over the retribution of losses incurred to a 
business.

Dispute handling mechanisms 
Most of the diaspora investors have reported that 
disagreements or disputes are managed in line with 
the provisions of the signed written agreement. 
As indicated by one diaspora investor, ‘in our busi-
ness agreements and by-laws, we clearly indicate 
what happens in cases of dispute or conflicts. This is 
signed by the partners and it guides us throughout 
the process’. Even though, in some cases, negotiation 
through family or clan networks is mentioned as one 
of the mechanisms used to settle disputes/agree-
ments whenever they arise, this doesn’t necessarily 
used to replace the legal procedures of managing dis-
putes if there is a business agreement in place. 
Diaspora investors interviewed strongly suggested 
business agreements between the partners even 
if the partners share clan/or familial ties. One di-
aspora investor mentioned that he had the experi-
ence of partnering with close relative. ‘Our business 
failed because he did not shoulder his responsibil-
ity as needed. But the worst part of the story came 
when we had to share the risk and he was not will-
ing. Our families had to mediate us and my rela-
tionship	 with	 him,	 since	 then,	 is	 not	 good’	 (KII	 20).	
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Profit sharing arrangements and reinvest-
ment 
The findings indicate that all of the diaspora inves-
tors have mentioned that profits are shared in pro-
portion to the investments made by each of the part-
ners. In addition, most of the businesses reported 
to have agreed on re-investing the profits to expand 
their businesses, as most of the businesses have 
started operation in recent years. Only some long-es-
tablished businesses have reported to have shared 
the profits so far. Sharing the profits was based on 
the share of their initial investments. Most of the 
diaspora investors interviewed indicated that their 
shares were almost half and half (50% each). How-
ever, there were occasions were the shares varied.  

Experience Sharing with other Diaspora 
Business People 
Many of the diaspora investors have mentioned that 
they share their experiences and information about 
the investment opportunities in the region to their 
fellow diaspora members via different platforms in-
cluding face-to-face interaction, phone conversa-
tions, and social media platforms. In fact, many of 
the diaspora in their hosting countries who want to 
invest ask information related to the investment op-
portunities and processes in the region to those who 
already invested in the region. They raised the pres-
ence of high level of enthusiasm among the Somali 
Diaspora to come and invest in the region and they 
are helping some to find relevant information in this 
regard.

2.6. Challenges Faced by the 
Diaspora Investors
The diaspora investors raised a number of challenges 
that constrained the start-up and operation of their 
businesses. In fact, most of those challenges also ap-
ply to the investors other than the diaspora as well. 
However, the diaspora case is different since they 
have the experiences of different (functioning and 
better in most cases) systems. The main challenges 
identified through the assessment include the fol-
lowing:

- Lack of comprehensive and organized informa-
tion: the lack of organized information about the in-

vestment areas, opportunities, and procedures was 
reported by most of the diaspora investors as a great 
challenge to the start-up of businesses in the region. 
- Lack of infrastructure and facilities: poor sup-
ply of basic infrastructure and facilities includ-
ing electricity, water, roads etc were identified 
to be among the main challenges affecting the 
attraction and retention of investment in gen-
eral and diaspora investment in particular.

- Land provision and protection: the difficulty of ob-
taining land for investment was also mentioned by 
many of the investors as a great problem. Land in 
Ethiopia is owned by the government and shall not 
be subject to sale or exchange. However, any private 
investor or organization has the right to use both ur-
ban and rural land on lease or rental bases through 
legal processes2.  When investing in priority sectors 
investors are granted access to land leases of up to 
99 years3. Though the land ownership dynamics is 
different in the Somali Region as the customary land 
ownership system prevails over the public owner-
ship, the regional government tries to secure land 
for investment by dealing with its customary owners. 
The land provision, however, tends to be limited for 
relatively large scale investments in priority sectors. 
Despite such a land provision trend, some diaspora 
investors who participated in this study reported that 
they faced challenges in obtaining land for their in-
vestment. 

As a result, some were forced to buy or rent land for 
their investment at high cost with implications on the 
profitability of the business. Besides incurring an un-
wanted cost, reclaiming of the land by those who sold 
it to the investors was identified as a big problem in 
this regard. There were a number of occasions where 
the diaspora were given investment land by the gov-
ernment or bought by themselves, but the land was 
reclaimed by other people. Yet the government at all 
levels were reported to be reluctant in solving such 
issues. As a result, some diaspora investors were 
forced to leave the land to those who claimed it with-
out getting back the money spent on it. On the oth-
er hand, there were also cases where some diaspora 
investors fail to use the investment land provided to 
them for the intended purpose within a given period 
which tends to somehow degrade the trust of the re-
gional government towards diaspora and diaspora 
investments.  
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- Bureaucracy and poor service delivery: poor ser-
vice delivery attributed to the lack of ethical be-
haviour and professionalism among officials and em-
ployees of different government offices has also been 
raised as one of the major challenges hampering the 
diaspora investments. This has resulted in waste of 
time and energy as well as delay in business start-up 
and operation. 

- Lack of practical interest free credit services: this 
has been raised by all the investors as one of the big-
gest challenges for business start-up and expansion. 
Though most banks and financial institutions have 
introduced interest free banking services, the actual 
provision of interest free credit services for invest-
ment tended to be limited thereby hampering the 
level of diaspora investment in the region. In fact, 
the lack of information about the existing interest 
free credit services among the diaspora investors has 
also played its part in limiting the utilization of such 
services for diaspora investment. Huge collateral re-
quirements by the banks for offering credit services 
was also found to constrain the diaspora investors 
from using available credit services.

- Shortage of skilled manpower: the lack of manpow-
er having the right set of knowledge and skills was 
also one of the challenges reported by the diaspora 
investors. The employed personnel tend to lack the 
required knowledge, skills and attitude to discharge 
their responsibilities as required. This was evident, 
particularly, in the hotel, restaurant, and agricultural 
sectors.

- Lack of market integration: lack of market for 
products due to poor market integration was one of 
the problems encountered by some diaspora busi-
nesses. This was related to the agricultural sector 
for instance. This may be partly attributable to poor 
market assessment by the diaspora investors them-
selves, while the effects of Covid-19 related lockdown 
and restrictions on the local economy might have 
also played a role. Besides this, the construction sec-
tor investors also complained about the competition 
process of the government construction contracts/
bids. While they have the necessary equipment and 
expertise, the bids are always given to other smaller 
and less experienced companies. Diaspora investor 
said that ‘In	most	cases,	such	companies	come	to	offer	
sub-contracts to our company since they do not have 
the heavy machineries required to implement such 
projects’(KII	2).	

- Lack of responsiveness: lack of responsiveness 
among government officials to the requests of the di-
aspora investors when they faced with different chal-
lenges has also been identified as one of the main 
challenges faced by the diaspora investors. 

- Lengthy and cumbersome import process: the pro-
cess for importing goods from different countries was 
pointed out to be time taking and cumbersome. The 
lack of cooperation by the customs offices at differ-
ent levels was also raised as a further challenge. As a 
consequence, the diaspora investors were exposed to 
unnecessary expenditure and delay of business start-
up and operation.

- Lack of clarity in taxation: some of the diaspora in-
vestors have raised of the lack of clear taxation sys-
tem as one of the challenges. The lack of clarity in 
taxation leads to abuse by some unethical officials. 

- Lack of supply and price inflation of raw mate-
rials: a number of diaspora investors engaged in 
the manufacturing sector have raised the gaps in 
the supply of raw materials as well as inflation in 
the prices of the same. This tends to affect produc-
tion efficiency of the companies. The same was for 
construction sector where the construction mate-
rials such as steel and cement prices sky-rocketed. 
Moreover, these items are not available in the mar-
ket and this affects their plans in investing back. 

- Security concerns: While security of the region has 
improved, many of the interviewed informants have 
mentioned that they are concerned about the overall 
security situation in Ethiopia. Many of the diaspora 
abroad were also the same as they kept asking about 
the security situation in Ethiopia. Some even specif-
ically pointed the situation in Tigray to cause them 
re-consider their investments in Ethiopia and in the 
region. 

- Covid-19 related challenges: The lockdown and 
restrictions imposed by governments as part of the 
Covid-19 prevention measures have affected the run-
ning of different businesses, including the diaspora 
investments. The restriction on movement of people 
and goods had a serious implication on import and 
export of raw materials and products. 

- Stereotypes: Local community’s expectations from 
the diaspora also was raised by the informants as a 
challenge. The local community and relatives expect 
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the diaspora members to come with a huge invest-
ment and therefore, invest in sectors that demand 
huge funds. As a result, many diasporas are afraid of 
what their people will say if they invest in small busi-
ness sectors. This hinders the diaspora investment in 
small business sectors. 

2.7.  Success and Best Practices
Success
Most of the diaspora investors mentioned the reali-
zation of their respective business ideas as their suc-
cess. They also emphasized creating businesses for 
them-selves, job opportunities and services for their 
homeland as the main success of their respective sto-
ries. In this regard, the reflections of some of the di-
aspora investors about their success story and best 
practices are described below.

One of the investors engaged in the education sec-
tor expressed the success of his business as follows 
‘I brought quality education with good facility to the 
Somali	children	with	good	plan	and	good	teachers’	(KII	
3). Likewise a diaspora investor engaged in the provi-
sion of cafeteria services explained his success in the 
following manner:

I am independent and I am creating business in my 
hometown	 and	 offering	 employment	 opportunities.	
Another success story is that I could overcome the ste-
reotype associated with diaspora investments. I in-
vested	in	small	business.	It	 is	working	and	profitable.	
But my community never expected someone from the 
diaspora to start such small businesses. So breaking 
that stereotype is another success for me (KII 11). 

Similarly, a diaspora investor engaged in construc-
tion and agriculture sectors explained the success of 
their business as:
We are still new to this business. It was only in 2020 that 
we started the work. But the fact that I am working in 
the region now and that we have contributed a lot to 
solve the gaps in the supply of the construction equip-
ment in this region is a success story for me. When I 
first	came	to	the	region	in	2014,	such	heavy	machiner-
ies were not available in the region and people used to 
rent it from Addis Ababa. Now it is in our company and 
if	someone	needs	such	equipment,	then	he/she	doesn’t	
have to go to any place for it (KII 2).  

Some other diaspora investors have noted the ac-

ceptance of their company’s products by customers 
and their ability to return back home and contribute 
to the development of their community as successes. 
For instance, one of the diaspora investors who in-
vested in steel factory said ‘people are now accepting 
our iron sheet and have good outlook about our prod-
ucts’. The other diaspora investor engaged in Real Es-
tate development, on the other hand, described his 
success as ‘I am proud that I am investing back in my 
homeland. That is (one) success story. But the business 
success is yet to come (KII 12). 

It can, hence, be deduced that the success of many of the 
diaspora investors was the realizing of their vision and 
business ideas, thereby contributing to the solution of 
a number of socio-economic problems in the region.

Best Practices
Though the key informants do not clearly articulate 
their best practices during the interviews, the follow-
ing best practices were identified from the interviews 
made with diaspora investors.

Best Practice 1: Flexibility in business idea
A group of diasporas have formed a partnership to 
invest in a cow milk processing factory. The absence 
of milk processing factories in the region motivated 
them to engage in the business. In the process they 
came to learn that building the factory and its oper-
ationalization would require them time besides the 
challenges of poor infrastructure and facilities with 
the main one being lack of pure water supply. The 
biggest challenge to their project, however, appeared 
when they came to know that the local people pre-
fer to consume the fresh raw milk than the factory 
processed milk. The later challenge forced them to 
reconsider their business idea and consequently 
they decided to engage in camel ranching and deliv-
er better quality fresh milk to the market. Once they 
started such a business, getting healthy camels with 
better milk yield potential in the local market has 
become a real obstacle as people do not often bring 
their healthy and better yielding animals to the mar-
ket. This somehow affected their level of productivity 
besides the loss incurred from death of some camels. 

As a solution, they employed an animal health profes-
sional and enhanced the care for their camels. Anoth-
er astonishing solution taken for the same problem 
was the introduction of a new partnership require-
ment where newly joining members are requested to 
bring a camel of good status as part of their partner-
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ship contribution. The investment partnership that 
has been started with 4 partners contributing 200,000 
birr each has now grown into a partnership of 9 peo-
ple each contributing 300,000 birr. The number of 
camels has also increased from 20 at the beginning 
into 70 at present. With just two years in the business 
now, they are able to integrate themselves into the 
market and are delivering their camel milk product 
to the users.

Best Practice 2: Starting small and breaking stereo-
types
A Somali diaspora came to the region two years back 
following the change in regional government and as-
sessed the investment opportunities in the region. 
He came to identify a number of business areas for 
investment including cafeteria services. He chose to 
start with the cafeteria service and invited his fellow 
diaspora to partner with him in that business. They 
then selected a strategic location for the planned 
cafeteria business, bought land and commenced the 
cafeteria service. The initial capital of the investment 
was 1.5 million birr. Though small, the business has 
created employment opportunities for many young 
men and women in the region and enabled them to 
make their livings out of it. Besides its profitability 
and job creation, the small nature of the business 
also contributed towards breaking serotypes associ-
ated with diaspora investors in the form of expecta-
tion of huge investments.

2.8.  Recommendations
Based on the challenges faced by the diaspora in-
vestors in the Somali region, following recommen-
dations were forwarded for both the potential dias-
pora investors as well as for Danish Refugee Council 
to enhance the diaspora business engagement in the 
region.

For diaspora investors
- The diaspora investors should come and assess the 
available opportunities instead of relying on the in-
formation provided by people. Information available 
for diaspora investors is incomplete and cannot be 
relied on for investments in the region.

- Local investments are profitable. The business sec-
tor in the region has been described as ‘virgin’ or un-
tapped area. Therefore, the diaspora investors need 
to consider this opportunity. Investments do not nec-

essarily need to be huge. Small business sectors are 
profitable as well. 

- The diaspora who want to invest in the region shall 
come with realistic expectations, and set aside extra 
time and money to ensure a successful process.

- In construction and other sectors, the diaspora 
should contact with the consultancies working on the 
same issues. These consultancies sometimes help 
the diaspora to avoid bureaucracy that takes most 
the time. 

- The diaspora should establish diaspora association 
in the region to collect – and disseminate best practic-
es among each other and towards potential investors

For Danish Refugee Council (DRC)
- Support the Somali region investment and diaspora 
bureau in preparing the information packages need-
ed for diaspora investors. Many of the diaspora inves-
tors outside the Somali region want to invest in the 
region, but due to lack of comprehensive information 
on where to invest and the process of investing par-
ticular sector, many happen not to come. Others have 
been reported to rely on other channels of informa-
tion which, in most cases, ends up in discouragement 
when they come to the region for investment. There-
fore DRC can help the diaspora to access the informa-
tion needed for investment through pamphlets, infor-
mation communication materials and other means.

- Establish online platform where this information is 
accessible online to everyone. This will reduce the 
amount of time and cost that goes to the search of 
information and assessing the viabilities of business 
investments in the region. 

- Support the regional government staff capacities 
through trainings related to diaspora investment le-
galities and procedures. This will enhance the service 
delivery of the bureau.

- Train the diaspora investors through the regional in-
vestment and diaspora bureau. In that way, the dias-
pora investors can be reached out for both business 
trainings as well as for procedural information they 
need to know for their investments. 

- Support the diaspora through establishment of Ethi-
opian Somali diaspora association. This will organize 
the diaspora efforts and give them better voice. This 
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will also facilitate the trainings and other services giv-
en to the diaspora.

Recommendations for Investment and Dias-
pora Bureau
- The region has developed a Diaspora Engagement 
Strategy last year through the support of the pilot 
project run by Jijiga University which is funded by 
the Cities Alliance and Swiss Agency for Development 
Cooperation (SDC). The bureau is, hence, expected 
to implement the strategy in full force in order to en-
hance the engagement the Somali diaspora in busi-
ness and other sectors. 

- The bureau shall give due emphasis to the attraction 
of the regional diaspora to come and invest in the re-
gion through using various communication channels 
including arrangement of diaspora dialogue forums 
at home, visits to reach out the diaspora abroad, and 
the use of other both face-to-face and virtual chan-
nels.

- The bureau shall develop a comprehensive infor-
mation package about the investment opportunities, 
procedures and incentives available in the region and 
make the same to be accessible for the regional dias-
pora via different platforms.

- Devise mechanisms for reducing the office bureau-
cracy at various levels and make the office employees 
responsive to the demands of the diaspora investors 
by inculcating adherence to the principles of profes-
sionalism and work ethics.

- Establish a coordination mechanism where many 
of the stakeholders can meet and facilitate the dias-
pora investments. This will help the stakeholders to 

come up with a certain standard operating procedure 
where everyone is clear with their roles in the process 
of engaging the diaspora. Now the fact that these en-
tities do not cooperate, the diaspora spend a signif-
icant amount of time in getting certain documents 
signed. Regional investment and diaspora bureau 
can lead the process and DRC will co-chair. However, 
Bureau of trade and transport, revenue agency, Jijiga 
city administration, regional branch Ethiopian cus-
toms authority, bureaus of health, education, agricul-
ture and livestock, diaspora led associations, banks 
and private money transfer organizations can be part 
of the coordination forum. 

- Establish a strong grievance handling system to 
handle the complaints of the diaspora investors as 
quickly as possible.

- Work with the concerned regional sector bureaus to 
improve basic infrastructure and facilities for invest-
ment such as roads, electricity, water supply etc.

- Create an effective system for investment land 
provision in close collaboration with the Jijiga city 
Administration. In this regard, establishment and 
strengthening of industrial zones and channelling 
the diaspora and other investments to such areas can 
help to ease the land provision challenge as well as 
the supply of basic infrastructure and facilities.

- Liaise with banks and financial institutions in the re-
gion and link them with the diaspora investors who 
want to have access to credit for investment.

- Encourage the diaspora who may want to engage 
not only in large scale investments but also those in-
terested to invest in small scale businesses as well.
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3.1. Introduction
The main focus for this model was to assess the na-
ture, functions and challenges of the business model 
in which remittances are used for business invest-
ment. We also examine the extent that remittances 
were used for business investment and recommend 
certain point to improve the business model. In what 
follows, detailed discussion of the findings pertinent 
to this model is presented.  

3.2. Nature and Type of Business
The type of businesses that remittance recipients, 
both refugee and host, engaged in were small scale 
businesses including retail shops, Bajaj transpor-
tation service and cafeteria service. The dominant 
business was retail shop selling items for daily con-
sumption goods, clothes, electronics and stationary 
materials. Some were engaged in Bajaj transporta-
tion service in Kebribeyah town, while one of the in-
terviewees reported to have a cafeteria in the town 
providing cafeteria services to customers.

The businesses of the remittance recipients were 
started between 2011-2021. However, most of the 
businesses were started from 2017 onwards. On the 
other hand, the type of businesses invested by the 
interviewed diaspora groups included supermarkets 
and shops. This 
might be attributed to the relatively peaceful envi-
ronment after the change of government in the re-
gion as well as the conducive conditions created for 
refugee integration by the adoption of CRRF in the 
country despite the pending secondary legislations 
to implement CRRF. 

Source of the business idea
Most of the remittance recipients reported that they 
have generated the idea of doing business in their re-
spective selected sectors. After generating the busi-
ness idea, they sought for support from families and 
relatives who used to send them remittances. In this 
regard, one remittance recipient based in refugee 

said ‘It was my idea and the relatives abroad agreed 
to	support	me’	(KII	28). A remittance recipient from the 
host community also added ‘The idea of creating the 
business was mine but I asked my brother and his wife 
to	 support	me	when	 I	was	 starting	 the	business.’	 (KII	
35).

Remittance senders also indicated that, while there 
are consultations involved in the process, in most 
cases the business idea comes from the remittance 
recipients. This is due to the fact that they know 
about the market situation in their places of resi-
dences and therefore they are in a better position to 
suggest business ideas. As indicated by one of our 
informants, ‘the business idea came from my broth-
er	 in	Jijiga	and	I	strongly	encouraged	him	to	support	
the	 family	 through	 that	 business’	 (KII	 40). Moreover, 
one of the interviewed remittance recipients in the 
host community mentioned that the business ideas 
had emanated from consultation with his remittance 
sending family members. In his own words, he said 
the following ‘Me and my relatives came up with the 
idea	and	I	was	supported	by	my	relatives	in	the	USA.’	
(KII 31).

From this, one can argue that while the remittance 
senders’ business suggestions and consultations are 
considered as important, the business ideas come 
from the remittance recipients. Most of the remit-
tance recipients both from refugees and host commu-
nity have come up with the idea of making a business 
in their own preferred sectors and were supported by 
their families and relatives living abroad. 

3.3. Motives for business 
engagement
The remittance recipients have started their respec-
tive businesses for different motives. Among others, 
they were motivated by the opportunities they saw 
in their surroundings, enthusiasm for economic inde-
pendence and self-reliance, curiosity to support the 
livelihood of themselves and their families, profitabil-
ity of the sector, as well as consideration of their skills 

3. Business engagement model 2: 
Remittances for productive purposes
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and existing demand for such type of businesses. 

For instance, one remittance recipient based in ref-
ugee described his motive as ‘I felt there was an op-
portunity in this business and I wanted to take the op-
portunity	and	generate	 income	(KII	27)’. Another one 
added ‘my main motive behind was the opportunity 
that	I	saw	in	the	area.	It	was	profitable	and	I	thought	
to	independently	establish	of	such	a	business’	(KII	28). 
Harnessing of existing business opportunities was, 
thus, one of the main motives for starting business 
among the remittance recipients in refugee camps 
and the host community. 

Existing demand (market demand) was also cited by 
some of the remittance recipients as one of the fac-
tors that motivated them to start a business. One of 
the interviewed remittance recipients said ‘I conduct-
ed	an	assessment	and	there	was	a	need	for	such	proj-
ect currently. I want to add some stationery and copy 
machine	 to	 the	business’	 (KII	 36). Some other remit-
tance recipients gave due importance for econom-
ic independence as a motive for starting business. 
While few others considered their skill of doing the 
particular business before starting it. To this end, one 
of the remittance recipients said ‘you know girls can do 
cafeteria works well and that was the skill I had and I 
wanted to make business with my skill (KII 36).

On the other hand, for the diaspora groups the de-
sire to establish alternative source of income for their 
families in homeland other than relying on remittance 
was the main motive behind sending remittance for 
business investments. While remittances did not 
stop after establishing businesses for their families in 
home, most of them agreed that remittances should 
not be the ultimate source of income for the fami-
lies. As result, the diaspora groups strongly encour-
age their families to establish businesses that can 
serve as alternative sources, if not the main sources, 
of income for the families. For those who were able 
to cover their day-to-day consumption expenditures 
from their business, the relatives in the diaspora send 
remittances irregularly mainly during emergencies, 
festivals and in times of need. 
While the diaspora relative’s main motive behind 
business investments was to establish alternative 
source of income for their families in home, for re-
mittance recipients, harnessing the existing market 
demand and opportunities, desire for economic in-
dependence and supporting families, profitability of 
different sectors, as well as the consideration of one’s 

skill and experiences were among the motives that 
prompted interviewed remittance recipients to start 
up different businesses. The diaspora relatives have 
supported those remittance recipient family mem-
bers to start a business through consultation and fi-
nancial support to be used for start-up capital.

3.4. Trainings, experiences and 
capital

Training and experiences
Training and prior experience about business are 
crucial factors for success of any business. To this 
end, the informants were requested about wheth-
er they have received any training or had a busi-
ness-related experience before starting the business 
activities in which they are engaged in. Accordingly, 
the findings of the assessment revealed that all ex-
cept one informant did not take any business-re-
lated training before commencing their business. 
The only remittance recipient who took training 
had received Business Development Service (BDS) 
training from an organization named HAVAYOCO.

Unlike the training, however, majority of the remit-
tance recipients reported to have experiences re-
lated to their businesses before they started their 
own private business. Some have worked in a sim-
ilar business as an employee to others, while some 
remittance recipients had an experience of working 
with friends or relatives. The experiences they have 
acquired in such a process have served as a motivat-
ing factor for those remittance recipients to start their 
own businesses. 

Start-up capital
The amount of initial capital used by the remittance 
recipients ranged from 350$ to 8000$. Small busi-
nesses such as shops and cafeteria, that dominate 
the businesses they established, demand small in-
vestments. However, Bajaj transport costs relative-
ly higher amounts compared to petty trade such as 
shops. On the other hand, the diaspora groups inter-
viewed mentioned that they have supported busi-
ness investments such as super markets, shops and 
transportation sectors. Except the transport sector 
(vehicle), the amounts of investments were relatively 
close to each other. 

Most of the remittances for investments were 
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made once. Since most of the amounts were less 
than 10, 000, there were no problems in remit-
ting the amount once. It is not possible to remit 
an amount more than $10, 000 once. In such sce-
narios, the diaspora groups remit the amount 
twice, not once. This is related to the financial reg-
ulations of the countries where diaspora live in. 

The start-up capital for the businesses were not the 
amounts remitted only. The relatives in home had 
some amounts saved through other means. For in-
stance, remittance recipients interviewed both from 
the host and refugees indicated that they had savings 
from their previous works. The diaspora remittances 
and these savings were used as the start-up capital for 
their businesses. In some cases, their savings were far 
less than the amounts they received from the dias-
pora relatives. In other cases, however, these savings 
represented a significant share of the start-up capital. 
As indicated by one of the remittance recipients inter-
viewed, ‘I have saved 50, 000 ETB and received 50, 000 
ETB from my relatives. That was my initial capital for 
the	business’	(KII	37).	

However, it is important to mention that these sav-
ings were neither made from the remittances nor 
via credit and saving group membership. They were 
mostly from other previous businesses that they 
were engaged in. Remittances, according to the in-
terviewed informants, were mainly used for family or 
household consumption. The amounts remitted are 
in most cases only enough to cover the basic needs 
such as food, clothing, school and health fees for the 
family members. Even when there are emergencies in 
the family, additional remittances are requested from 
the diaspora relatives.  

Business profitability was determined by the na-
ture of the business and its location. Apart from the 
location, the timing of the business establishment 
was very significant according to the informants. As 
one informant from Sheder host community puts it, 
‘I	 stared	 clothing	 business	 in	 Wajaale	 during	 a	 time	
that festival was approaching. Since many people buy 
clothes for their children and for themselves, the busi-
ness	was	immediately	profitable’	(KII	28).	
In other cases, business took sometime to be-
come profitable. In the meantime, refugee assis-
tances through ARRA and remittances from the 
relatives helped them survive and lead their lives 
in the camps. Thus, while remittances and refu-
gee assistance served as he household’s source 

of income, the profitability of the small business-
es established depended on the factors including 
the location, type of business and the location. 

3.5.  Role of remittances in 
businesses
While there are no reliable data on the amounts and 
volume of remittances into the Somali region, no one 
can deny the fact that remittances serve as a lifeline 
for a large share of the communities (including refu-
gees) in the region. These remittances, however, are 
used for household consumption in most cases by 
refugee and host community members in the region. 
Moreover, remittances are used for business invest-
ments. According to the interviewed informants, both 
from refugees and host communities, remittances 
played a lion’s share of their investments. A clothing 
business owner in Sheder indicated that ‘It would not 
be possible for him to start the business without the re-
mittance	I	received	from	my	brother	in	the	US	(KII	28).	

None of the interviewed informants received loans 
from microfinances and other financial institutions. 
In fact, no banking service(s) were found in Shed-
er but only in Kebribayah. Those who had savings 
used shops and supermarkets to keep their money 
in Sheder, a process that is purely based on trust. 
Informants were also not aware of the process of 
getting loan from the banks in Kebribayah and have 
never participated in any trainings related to this ex-
cept HAVAYOCO’s BDS as indicated by one informant. 
Thus, from this, it was clear that remittances played 
a crucial role in establishing their businesses. Even-
though some of them had savings from their previ-
ous woks, it would be difficult for them to start the 
businesses without remittances from their relatives 
abroad. The diaspora relatives in abroad, on the oth-
er hand, remitted money solely from their savings.

3.6.  Success and Best Practices
Success
In this assessment, both for model 1 and 2, busi-
nesses interviewed were relatively new (2017 and 
onwards). For this reason, most of them indicat-
ed that the business success was yet to come. Par-
ticularly for model 2, their main motive was not 
a business success rather independence, estab-

DOCUMENTATION OF DIASPORA BUSINESS ENGAGEMENT IN THE SOMALI REGIONAL STATE, ETHIOPIA18



lishing alternative source of income for the fami-
ly and using their skills for productive purposes. 

As result, while most of them agree that it was early to 
talk about business successes, partly due to the busi-
ness type, motives and starting period, they all indi-
cated that establishing alternative source of income 
and supporting their families and financial indepen-
dency as a success stories. One of the interviewed in-
formants said that ‘running my own business and sup-
porting my family is the success for me. But it is early 
to	say	and	speak	about	the	business	success’	(KII	28).	
Informants also indicated that the fact that they were 
contributing to the service provision for their com-
munities was a success. Bajaj transport and cafeteria 
services are examples of such services.  

Best Practices
Best Practice 1: Commitment for realizing a dream
A girl living in Kebribeyah had a dream of having her 
own business and aspires to be economically inde-
pendent. To realize her dream, she started to work 
in a small tea shop and managed to save a certain 
amount of money (5000 birr). Having saved such an 
amount she wanted to expand her business and open 
a cafeteria. That, however, required more investment 
than what she has saved from her previous economic 
activity. This forced her to contact her sister living in 
the USA to support her financially to open the busi-
ness she is interested in. Her sister agreed to support 
her and sent her 10,000 birr, which coupled with her 
saving served as her initial capital. 

Fortunately, the girl had received a training on Busi-
ness Development Service from an organization 
named HAVAYOCO. This along with her experience in 
small tea shop gave her the confidence to start the 
cafeteria business. She is not able to support her fam-
ily apart from fulfilling her needs.

Best Practice 2: Patience and Struggle for Success
A young boy living in shedder town with a family that 
survives on a remittance money decided to gradu-
ally have his own business and get out of econom-
ic dependency. This motive pushes him to serve in 
a clothes shop located in Tog-Wajaale town for one 
year without payment till he learns basic market-
ing skills, and began to be paid for his service after 
wards. Having saved some amount of money from 
his employment, he then started livestock trading 
at small scale. By doing so, he tried to save money 
from the profit he made overtime where he saved the 

money with shop owners that he trust due to the ab-
sence of banks in his town. After doing this business 
for a while, he then wanted to lead a settled life and 
change his livestock trading business as it became 
less reliable in the face frequent drought in the area. 

Consequently, he decided to start a clothes shop in 
Sheder town in consideration its profitability and 
his prior experience. He discussed his plan with his 
brother living abroad and sought financial support 
from him. His brother agreed with his idea and sent 
him $3000 which along with his saving of 45,000 birr 
formed his start-up capital. He is now a married per-
son and have children. He is able to create an em-
ployment opportunity for his friend and managed to 
support his family and parents from the business. 

3.7.  Challenges
Remittances has not only served a main livelihood 
source for the interviewed informants but also the 
main source of business investments. However, there 
were number of issues that were a challenge to the 
start and continuation of the businesses established 
both by refugee and host community members. 
These challenges include;

- Lack of experiences related to business: this was 
found to be a challenge to the most of the inter-
viewed informants. Most of them have not attended 
business, entrepreneurship and/or financial trainings 
to support their understandings related to establish-
ments and continuations of businesses. While few of 
them had experiences in similar works, majority of 
them were new to the businesses they were engaged 
in. As indicated by one of the informants in Kebrib-
ayah refugee camp, ‘the start is not always easy. This 
coupled with our lack of experiences in business plan-
ning	made	the	beginning	quite	tougher	than	I	thought’	
(KII 30).

- Bureaucracies related to business documents: This 
was particularly the case for Bajaj transport services 
and for the small businesses including shops and su-
permarkets. The process of getting business docu-
ments including the licences is not only bureaucratic 
for the diaspora. It was found to be bureaucratic for 
the locals as well. The refugee cases were quite dif-
ferent. They were running business without even the 
formal work permits as pledged in the nine pledg-
es. This was mainly found to be due to the pending 
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legislations and directives that should guide ARRA’s 
implementation of the work permits and other refu-
gee laws passes in the camps. As result, refugees run 
businesses informally and this is mainly facilitated by 
the host community members. The local government 
do not have a system that can detect and differenti-
ate refugee businesses from the host community. 

- Lack of start-up capital: Informants also mentioned 
that start-up capital was a real challenge despite the 
fact that there are quite large numbers of youths who 
would like to start businesses. Remittances served as 
the main start-up capital for the study participants. 
However, not everyone receives remittances. Even 
those who received start-up capital support from 
family and relatives complained the amount they re-
ceived to be small, hampering them from expanding 
their business as they wish. According to the infor-
mants, start-up capital would have helped the growth 
of their businesses but also attracted large number 
of people to start businesses. Related to this was the 
fact that the loans and support from the microfinance 
and other government institutions were limited. 

- Limitations related to remittance: the diaspora rel-
atives who remitted money mentioned challenges 
related to the remittances. One is related to the vari-
ations in exchange rates between the black market 
and the official exchange rates. This was particularly 
a challenge to those remittance senders who opted to 
use the formal channels of remittance instead of the 
informal or black market channels. Due to this fact, 
many diaspora senders tend to remit money through 
informal channels where the recipients are expected 
to travel to local money transfer institutions located 
in Tog-Wajaale, Somaliland, to collect their remit-
tance money with better exchange rate. This has a 
serious implication on the amount of remittance that 
the country should have received through the formal 
channels. Another challenge raised in relation to re-
mittances was the limit on the amount that can be 
remitted by senders once (the limit being $10, 000). 
However, this only was a challenge for the business in-
vestments that demanded certain level of investment. 

- Nature of diaspora’s employments: Diaspora rel-
atives also mentioned that it was very difficult to 
them sometimes to send the regular remittances to 
their families. This is related to the fact that not ev-
eryone abroad is employed with good salaries. Some 
of them struggle to pay their rents and bills to run 
their own lives. This, partly, was the reason that di-

aspora relatives encouraged their family members to 
establish businesses and not rely, regularly, on remit-
tances. To this end, the interviewed remittance send-
ers have managed to save certain amount of mon-
ey to finance the starting of micro and small scale 
businesses by their families or relatives at home.

3.8.  Recommendations
Given the challenges mentioned above, following are 
some possible recommendations:
- Remittance recipients should use remittances not 
only for consumption but also to establish alterna-
tive source of income. Despite the fact that remitted 
amounts are only sufficient for household consump-
tion, this can be done by discussing with their dias-
pora members abroad. The diaspora relatives also 
welcome the idea of establishing alternative sources 
of income because they believe that regular remit-
tances should not be a reliable source of income for 
the households. 

- Depending on the amounts of remittances, savings 
can be made. If the diaspora members are not able to 
remit a big amount for investment, families receiving 
amounts bigger than $500 a month should be able to 
save at least certain amounts. However, such families 
need to be targeted for related business and finance 
trainings. 

- DRC need to offer entrepreneurship, business and 
finance related trainings to selected remittance re-
cipient families. In fact, if possible, the target should 
be those who receive remittances but not established 
business yet to see the impact of such interventions in 
the future. Related to this is business trainings based 
on market demand for the youth who can receive re-
mittances from their relatives. Basic understanding 
of such trainings coupled with certain start-up capi-
tal can encourage lots of business investments and, 
therefore, alternative sources of livelihoods for these 
families. 

- To encourage savings from remittances, DRC can of-
fer start-up capital for those who have saved at least 
50-60% of the start-up capital from remittances. This 
will encourage savings from remittances and help 
DRC play crucial role in the process of shifting from 
remittances from pure consumption to remittances 
for business. 
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- Since bureaucracies related to business documents 
was a challenge, DRC can involve line agencies/bu-
reaus/offices in the process of selection, training and 
even star-up capital. Their involvement in the process 
can help the beneficiaries overcome the bureaucrat-

ic process. This can be done via information sessions 
that they can offer to the beneficiaries in the process 
or even the fact that they will facilitate the process for 
the beneficiaries they trained/shared sessions with. 
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Emergence of some diaspora engaging in different businesses with different partners: the Assessment 
found that some diaspora investors are involved in multiple partnerships running different types of business-
es. The main models found during the data collection were diaspora business partners (one in the west and 
the other in Ethiopia), Individual diaspora investors, business via diaspora remittances but also diaspora part-
nership between diasporas who are from different countries in the Horn of Africa region (mainly the Somali 
settled territories). 

The last model was not founded out by the previous study. The model is based on diaspora’s prior knowledge 
to one another in their hosting countries (west). Then they decide to invest in relatively peaceful and profit-
able environment. In the past these kinds of investments were common in Nairobi, Hargeisa according to one 
of the informants interviewed. However, now many diaspora investors want to come to the region due to the 
relative stability and the potential market in Jijiga. This model, according to our observation, was different 
from the four models identified initially by the previous assessment. 

However, this model can be associated with the fourth model: Diaspora-foreign investor partnership. Most di-
aspora business models were either of the four models mentioned above: Single diaspora investor; diaspora 
partners; remittance and regional level diaspora partnership.

4. Dynamics of Diaspora Business 
Engagement
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5.1. Appendix 1: Interview guides
Key Informant Interview Guide for Diaspora Investors (living in SRS and abroad)

Introduction

Dear Sir/Madam,

This interview guide is developed in order to collect data about diaspora investments in Somali Regional State 
and their contribution to job-creation and socio-economic development. It particularly aims at understand-
ing the nature, areas of investment and modus operandi of diaspora partnerships in investment in Somali 
Region. The results of the study will be used to support and encourage the diaspora investments in the region 
through creating conducive conditions and provision of tailor-made support. The study is commissioned by 
Danish Refugee Council (DRC) and being conducted by a team of professionals from Jijiga University. Please 
be assured that all the information provided in this interview shall be used for the research purpose only and 
treated with utmost confidentiality. Thus, be open in your responses, you are not obliged to answer any ques-
tion that you don’t want to answer. It only takes around 30 minutes. 

Do you agreed to be interviewed? Yes     ________                       No_________

General Information
Date of Interview  I______I______I______I
Name of Interviewee  
Name of Interviewer  

Interview Questions
Profile of Key Informants
 1. Place of Residence: ___________
 2. Age:   ____________
 3. Sex:   _____________
 4. Occupation:  __________

Business engagement model 1
For the business engagement model 1 (partnerships between diaspora investors) the consultant should in-
terview at least 15 partnership representatives present in Somali Regional State, and 10 representatives from 
the partnerships in the diaspora. As a minimum the following questions should be answered and transcribed:

• Which of the following investment/business models are used by the diaspora to invest in Somali Region? 
(Multiple answers possible)
 o Partnerships between diaspora investors / diaspora entrepreneurs while still overseas
 o Diaspora remittances for start-up support
 o Single diaspora investor
 o Partnerships between Diaspora and foreign investors
 o Other, If other please specify?  _______________________
• You have been selected to this interview in consideration of the business model of your investment i.e., its 
being an investment based on partnerships between the Diaspora. You are, hence, kindly requested to re-
spond to the upcoming questions in the context of your investment/business.

5. Appendices
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• What is the investment/business you are engaged in? When did you start it?

• Who are the partners involved?
 o Relationship
 o Please also get the contact details for follow up

• How was the partnership initiated (the motives, the preparations, the challenges)?
 o How long from the initial idea until the business started?
 o Who was involved, and who took the decisions?
 o What were the motives among those who took the initiative?
 o How did they select the business sector for their investment?
 o What information was used to decide the nature of the business?
 o Who was the main source of the information?
 o In hindsight: What information should they have used to take the decision?
 o In hindsight: Did they have the necessary skills?
 o How has the capital been raised? 
  - Savings
  - Credit
 o What was the amount of the initial investment? What was the amount contributed by each partner?
 o Did you borrow money from financial institutions?
  - If yes - from which institutions?
  - If no - why not?
 o Did you borrow money from relatives?
 o What were the main challenges during the process of preparation and setting up of the business?

• How was the internal collaboration model between the partners defined?

• How is the internal collaboration between the investors regulated – is it based on written documents, on 
verbal agreements, or something else?  

• What happens if there is disagreement within the partnership?

• How is the profit shared? Is it proportionate to size of individual investments?

• How are decisions taken around re-investment of profits? Any auditing process used?

• Do they exchange experience with other diaspora business people – in Ethiopia, or abroad?

• Do they know of any partnerships that are not based on family and clan? 

• What are the advantages of family and clan-based businesses – what are the disadvantages?

• What have been the challenges so far?
• What are your success stories, best practices and lessons learned (if any)?

• Any recommendations towards other diaspora investors?

• Any recommendations for how DRC could support to increase the diaspora engagement?

Key Informant Interview Guide for senders and receivers of remittances (used for productive purposes) 
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Introduction

Dear Sir/Madam!

This interview guide is developed in order to collect data about diaspora investments in Somali Regional State 
and their contribution to job-creation and socio-economic development. It particularly aims at understand-
ing the nature, areas of investment and modus operandi of diaspora partnerships in investment in Somali 
Region. The results of the study will be used to support and encourage the diaspora investments in the region 
through creating conducive conditions and provision of tailor-made support. The study is commissioned by 
Danish Refugee Council (DRC) and being conducted by a team of professionals from Jijiga University. Please 
be assured that all the information provided in this interview shall be used for the research purpose only and 
treated with utmost confidentiality. Thus, be open in your responses, you are not obliged to answer any ques-
tion that you don’t want to answer. It only takes around 30 minutes. 

Do you agreed to be interviewed? Yes     ________                       No_________

General Information
Date of Interview  I______I______I______I
Name of Interviewee  
Name of Interviewer  

Interview Questions
Business engagement model 2
For the business engagement model 2 (remittances for productive use) the consultant should interview both 
receivers and senders of remittances, and as a minimum answer the following questions:

• What is the investment/business you are engaged in? When did you start it?

• Who created the idea to use remittances for business? Was it the sender or receiver of remittances?
 o Please also get the contact details of the sender / receiver

• What were the motives?

Recipients of remittances for productive use (these questions are only for the recepients):
• Did they receive one big amount from diaspora relatives, or did they save the remittance money to accumu-
late the needed capital. How long a period?

• How did they decide which business to establish? Did the diaspora relative have a role in this? Any other 
support from diaspora relatives?

• Did they have prior experience running a business?
• What was the size of the initial investment?
• How much came from diaspora and how much came from other sources (which)?

• If they saved the remittances – pls try to find out if the business owner did this by himself / herself, or if they 
were part of a savings group – or any other way.

• How long did it take before they could live from the business? How did they survive until the business was 
profitable?

• Any other information they think is important for their success?
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• Did they get any training on how to start up and run a business, or other support from an institution or or-
ganization?

• If they had not received the money from the diaspora – how could they otherwise have raised the capital 
(loans from relatives, loans from institutions, grants from organizations)?

• What have been the challenges so far?

• What are your success stories, best practices and lessons learned (if any)?

• Any recommendations towards other recipients of remittances to set up business?

• Any recommendations for how DRC could support a better use of remittances?

Diaspora senders of remittances to relatives who have used the money to establish a business (these ques-
tions are only for the senders)
• Did you use to send regular remittances to the relatives who have now set up a business?

• What was the approximate amount you used to send (monthly, or on big occasions such as Ramadan)?

• Do you still send remittances to these relatives after they have established their business?

• Who came up with the idea to support your relatives to set up a business?

• Were you involved in the decision on which kind of business they should establish, or otherwise involved?

• Are you happy with the way your relatives have handled the money?

• What were your main concerns before sending the money?

• How did you address the concerns?

• Do you know if other diaspora has also supported their relatives to set up a business?

• Are there different ways that diaspora use to support relatives to set up a business?

• What are the typical amounts sent by diaspora in support of their relatives to set up business?

• Would you be willing to tell how much you sent to your relative?
• Did you send the full amount in one transfer?
 o If yes - how did you manage to come up with the amount?
  - Did more people contribute (who)?
  - Were you part of a savings group?
  - Did you borrow the money from relatives or a financial institute?
  - Did you personally save the money?
  - Did your relative in Ethiopia contribute?
 o If no:
  - How was it organized?
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• What have been the challenges so far?

• Any recommendations towards other diaspora who want to support relatives establish a business?

• Any recommendations for how DRC could support other senders of remittances to ensure they are well 
spent?

27DOCUMENTATION OF DIASPORA BUSINESS ENGAGEMENT IN THE SOMALI REGIONAL STATE, ETHIOPIA




