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THE WORLD IS ON THE EDGE - for the last couple of 
months the world has been in tough economic turmoil. The 
commodity prices have increased sharply. There is growing 
concern over hyperinflation could the world; the food crisis 
and energy crisis are at their peak with the slowing down of 
oil & gas production by OPEC countries and Russia. The 
effect of the Russian and Ukraine war is massive and 
beyond eastern Europe. Most of the advanced economies 
announced austerity plans to tackle this crisis from their 
citizens, but the least developed economies are at the brink 
of food insecurity and soaring inflation rates. Somalia is not 
an exception to this crisis, the economy is deeply affected 
by these global economic waves. Nearly half of Somalis are 
at risk of starvation and famine since the country is heavily 
dependent on food imports and limited harvest action of 
crops. Our writer, Mowliid Ahmed, sheds the light on how 
this crisis engulfed the consumption of households and the 
reality on the ground that there was no intervention from 
the government in dealing with this crisis. 

As Somalia prides it’s self an entrepreneurial nation, the 
creation of MSMEs is facing multifacet challenges. Almost 
all social services are run by private companies, and the 
role of the private sector in shaping and reviving the 
country’s economy is magnitude. The Majority of Somali 
business are MSMEs which creates the majority of job 
opportunities and contribute to the GDP, but they are facing 
critical challenges in scaling their business due to limited 
access to finance. Additionally, emerging startups and 
MSMEs are struggling to enter the market, not because of 
monopolistic market competition but because leaving the 
capital to start is almost unattainable. Our writer, Mohamed 
Muse proposes an excellent framework to address this 
issue and create an available pool of funding for MSMEs to 
lift the bundle of fear of risk from the Banks. 

Also, In this issue, we emphasised the ambitious bid of 
Somalia’s accession to the East Africa Community for an 
integrated peaceful, and prosperous region. Somali has 
been keen on to join the block for more than a decade, but 
this latest bid by H.E Presiden Hassan Sheikh seems to 
attract apeal from both home and EAC member of states. I 
co-authored a piece with our writer, Mohamed Abshir, 
about what it takes in Somalia to join the block and clearly 
stressed out what is in for the country. In this piece, we 
elaborated on the major critical aspect of this integration 
and how it will accelerate somalia’s recovery process to a 
morderen and functioning state in the region. 

Somalia attracted two foreign banks for the first time in 
decades while the local banking industry has been thriving 
and booming for the last several years. The competition in 
the sector is growing among the budding giants by striddle 
to expand their total addressable market; they are 
employing all available facts at hand. Our writer, Zainab 
Mohamud pens down the consequence of the new bank’s 
entry in the market, Ziraat and Misr of Turkey and Egypt. 
She explained the benefits and drawbacks of this 
development to inform our readers. 

Lastly, In this issue, we published many more interesting 
timely pieces that will inform, inspire enrich you to become 
better decision makers. I hope you will enjoy reading our 
publications. Happy Reading! 

EDITOR’S 
NOTE

Mohamed Okash, 
Editor-In-Cheif, SBR 
     @MohamedOkash_
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The sixth leg of the diplomatic tour of HE Hassan Sheikh 
Mohamud (HSM), president of Somalia was to Arusha, 
EAC’s headquarters. This coincided with the annual 
High-Level Retreat for EAC Heads of State on the 
theme, Deepening Integration, Widening Cooperation. 
The presence of the Somali president in the meeting 
was a telling sign of changing tides in the region. 
Previously, EAC members declined Somalia’s bid to join 
the regional bloc twice, in 2012 and 2017, during HSM’s 
first term in office. A later attempt by his predecessor HE 
Mohamed Abdullahi Farmajo in 2019, which saw the 
acceptance of DRC instead, and EAC’s 
non-responsiveness spoke volumes about the uncertain 
future of Somalia in the region.
HSM’s warm reception now is a telling sign of good 
things to come, a manqué dream from his first term in 
office that is now renewed with a zealous effort to 
cement Somalia's desire for stability and peaceful 
coexistence with its neighbours. Crucially, EAC’s heads 
of states’ reception of the Somali president shows a 
paradigm shift in the perception of the 

country’s role in the region. 
Beyond politics, the economic potential and security of 
the horn are best realised with the inclusion of Somalia 
in EAC.
The question now is, when and not if Somalia will be 
acceded to EAC. Somalia’s accession to the EAC will 
take approximately 2 years, with the satisfaction of 
EAC’s condition of Articles 3 and 41  of the Treaty for the 
Establishment of the EAC. These conditions include 
respect for universal principles of good governance, 
democracy, the rule of law, respect for human rights and 
other civil liberties.
Similarly, the recent appointment of HE Abdisalam 
Hadliye as Somalia’s new presidential Special envoy for 
the East African Community (EAC) shows a clear sign of 
Somalia’s seriousness about joining EAC as the 8th 
member state in the regional block.
In this article, we discuss the role of Somalia and the 
benefits it can gain as well as contribute to the region. 
But first, an understanding of the anatomy of EAC is 
required.

ECONOMY AND REGIONAL INTEGRATION

SOMALIA 
AND EAC, 
THE MISSING PIECE 

MOHAMED OKASH 
& MOHAMED ABSHIR

01
ARTICLE

1. The Treaty for the Establishment of the East African Community
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(i). Origin

Founded in 1967, the East African Community (EAC) is a 
regional intergovernmental organisation headquartered 
in Arusha, Tanzania. It developed from the East African 
Common Services Organisation (EACSO) operating from 
1961-1967, which had a tripartite economic union 
between Kenyan Colony, Ugandan Territory, and 
Tanganyika (now Tanzania) Territory. It later became the 
East African Community from 1967 until its collapse in 
1977. Following its revival in 2000, the community saw 
the inclusion of Burundi and Rwanda in the newly 
reformed East African Community in 2009. Currently, 
EAC consists of seven current member countries, 
namely, DR Congo, Burundi, Kenya, Rwanda, South 
Sudan, Uganda, and the United Republic of Tanzania. 

The region is home to 300 million people, with 22% 
considered an urban population, with a combined GDP 
of US$ 240 billion2 .
The regional integration was formalised through the 
Treaty for Establishment of the East African Community 
ratified by on by its original member states, Kenya, 
Uganda, and Tanzania on 30th November 1999, with 
Rwanda and Burundi acceding to the EAC treaty on 7 
July in 2007.
This is an economic block, Considered the fastest 
growing economic block in Africa and the world, EAC 
boasts as the most successful economic block in Africa, 
a testament of its ambition. The regional contentions 
marred the attainment of political and economic union 
and harmony, despite the ongoing political 
disagreements and rifts between member states, such 
as the Kenya and Tanzania rift and Rwanda and DR 
Congo rift, Rwanda and Uganda tensions.

(ii). Pillars of EAC:

(a). Pre-Integration:
As outlined in Article 5(2)3  of the Treaty for the 
Establishment of EAC, it is based on three pillars: 
common foreign and security policies, good governance 
and effective implementation of the prior stages of 
Regional Integration.  This will upgrade the Somalia’s 
asymmetrical agreement and inclusion power to reap its 
strategic destiny as functioning modern state.
(b). Post-Integration:
Additionally, EAC outlines what integration in the 
regional looks like along the lines of pillars of EAC 
Regional Integration, which include a customs union, 
common market, monetary union, and a political 
federation. Regarding the customs union, the EAC 
strives to establish a free trade zone, 

where member states agree to impose zero duty on all 
goods and services through the agreement of a common 
external tariffs, meaning that member states when 
importing goods from countries outside EAC zone will 
be subjected to the same tariffs when they sell these 
goods to any EAC member state.
The EAC also has a common market, which is the 
region's second integration milestone that has been in 
effect since 2010. The goal of establishing a common 
market is to accelerate economic growth and 
development. This has to do with the maintenance of 
bilateral stance on the 4 freedoms of movement 
(Goods/services, Labour, Persons and Capital) in all the 
factors of production, and two rights (Residence and 
Establishment).
Another key pillar of the EAC is the monetary union, an 
ambitious goal of establishing a common currency for 
the regional bloc. The monetary union agreement was 
signed 2013, in accordance with the EAC Treaty, the 
East African Monetary Union (EAMU) outlines the 
pathway to converging the regional members' 
currencies into one currency.
Finally, the EAC treaty also envisages the creation of a 
political federation, which will establish a new super 
state under a single authority and the government. This 
is the ultimate goal of the EAC Regional Integration, the 
fourth step after the Customs Union, Common Market 
and Monetary Union.

ANATOMY OF THE EAC

1.  WHAT IS IN IT FOR SOMALIA?

Fortunately, Somalia’s passionate interest to join the 
East Africa Community has never lost the hype at home 
for the last two decades. This official integration bid 
arguably has twin strategic interests for Somalia. In his 
remarks during the 22nd Ordinary East African 
Community Heads of State Summit in Arusha, President 
Mohamud mentioned how his country is eager to benefit 
from the integration and how Somalia will contribute to 
the trade bloc as well.
 “I am very happy to see the Somali flag flying next to 
the flags of your countries today and I hope that it will be 
the same in the coming years. Somalia is a very rich 
country with natural resources, livestock, and 
agricultural resources. More importantly, we have a 
vibrant business community. Indeed, Somalia has a 
great potential to contribute to this great community,” 
stated President Hassan Sheikh Mohamud
Despite the fact the Somali will be a great contributor to 
the East African community with its rich, virgin natural 
resources that could be a game changer for the regions 
trade and improve the quality of lives of over 300 million 
people in the bloc. This is also intertwined and reflects 
the body’s vision in widening and deepening its partner 
states for improving the quality of its lives as the one of 
the fastest growing economies in the world. Since 
Somalia has unique circumstances than current or 

2. EAC Statistics 2019
3. The Treaty for the Establishment of the East African Community
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recently accessed partner states in the community, it will 
reap several strategic gains for its state building and 
transformation into modern state in the region.
Among the most strategic potential gains for Somalia’s 
accession to East Africa Community, three standout in 
relation to the nation’s current needs: political, 
economic, and social integration.
Firstly, a meaningful accession into EAC will help 
Somalia to enjoy political support from the partner 
states in the bloc. At the moment, Somalia has mutual 
agreements with some of the partner states, but 
inclusion into the EAC will further strengthen peace, 
security, and good governance in Somalia due to the 
cooperation and collaboration Somalia will get from 
other members in the EAC. Since Somalia is facing 
unique challenges in state building than other countries 
in the bloc, this will expedite the region’s commitment to 
support Somalia’s peace and transition. Additionally, 
Somalia will technically be forced to undergo speedy 
institutional building, including the finalization of the 
constitution, completion of its federal governance 
structure. 
Secondly, Somalia will join the larger EAC Common 
Market and Common External Tariff framework to 
facilitate its trade within the region. Somali private 
sector will be the biggest winners in this since their 
entrepreneurial spirit is beyond their national borders. 
Currently Somali entrepreneurs are hugely invested 
across the East Africa region with tougher challenges 
and conditions from their host countries. Hopefully, the 
inclusion accession will create favourable trade and 
investment for entrepreneurs to invest and ease of doing 
business. Additionally, Somali entrepreneurs will be 
able to export its surpluses and their competitive 
advantage as a country to the bloc to increase the 
economic output and production as a nation.
Finally, ordinary Somali citizens will enjoy lesser 
immigration rules and movement restrictions. Currently, 
thousands of Somalis travelling within the region face 
restricted immigration regulation. The visa-free 
movement will increase the number of Somalis seeking 
to further their education within the region. As a 
member of the EAC, Somalia will also adopt the East 
African Community passport to move freely in the 
region. Most Somali youths seek to advance their 
studies or seek medical treatments from abroad. If those 
opportunities are made attainable for Somalis within the 
region, it will go a long way in promoting the 
socioeconomic integration of Somalis in the EAC. 
Consequently, the Somali people will be able to interact 
with, share, and learn from the rest of the EAC member 
states and bring those valuable lessons back home to 
further strengthen and rebuild their country. 

Somalia now enjoys a common consensus from the EAC 
member of states for its second official bid for the 
integration after it was communicated through the 
communique of the Head of states meeting in Arusha. 
The communique, it noted the need to expedite the 
verification process of Somalia’s bid to join the regional 
bloc in accordance with the EAC procedure for admitting 
new members. 
At least six milestones have to be achieved by Somalia 
to integrate with EAC;

 i) Verification Process

This is a big win for Somalia, and from now on the EAC 
council of ministers will be sent to Somalia to undertake 
a verification exercise of establishing the country’s level 
of conformity in accordance with Article 3 (2) of the 
Treaty for the Establishment of the EAC.
 
ii) Accession to the Treaty Establishing the 
East African Community

Hopefully, based on the positive recommendation from 
the verification mission by the EAC council of ministers, 
the current EAC chairperson H.E General Évariste 
Ndayishimiye of Burundi and President Hassan Shaikh 
Mohamud will sign the Treaty of Accession of the 
Somalia into the EAC. Thereafter, Somali will undertake 
internal and constitutional processes for the ratification 
of the treaty of accession. This internal process includes 
the ratification of the treaty of accession by the 
parliament.
 
iii) Depositing the instruments of acceptance 
with the Secretariat

After successful ratification of the treaty by the Somali 
parliament, Somalia will deposit the instruments of 
ratification with the EAC Secretary General to register 
the treaty of accession and its instruments with the 
relevant international bodies including the African 
Union, the United Nations, the World Trade 
Organisation, and others.
 
iv) Somalia Joins EAC’s areas of cooperation

Several areas of cooperation will be identified during 
negotiations between Somalia and EAC and it will be 
determined in the report during the verification mission. 
These areas should include trade liberalisation and 
development, investment and industrial development 
and liberalisation of movement of persons, labour, and 
services.

2. WHAT IS NEXT AFTER PRESIDENT 
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v) Roadmap for integration of EAC

As the final outcome of the process, a road for 
integration will be developed which will detail how 
Somalia will implement the core EAC commitments 
including the customs union, common market, monetary 
union, and political federation.
 
vi) Are there prerequisites for Somalia to 
integrate with EAC?

Definitely, there must be requirements to be met from 
EAC perspectives and similarly there must benchmarks 
for Somalia as partner state. To take full leverage and 
capitalise what the community offers to Somalia, 
institutional building should top priority for Somalia 
within the duration of the integration process. Somalia’s 
institutional rebuilding must be a policy priority for the 
government, and it can be simultaneously pursued 
alongside with integration process. The provisional 
constitution should be completed, the federal model 
system must be consensually agreed, and the entire 
state -governance structure should be functionalized 
with set modern values of democracy, good governance, 
rule of law and respect for human rights.
Additionally, Somalia should unlock its potential to 
develop its competitive advantage in exchange for the 
rest of the community. To mention one, Somalis could 
become a regional hub for the supply chain to facilitate 
and interlink the landlocked countries to the Indian 
Ocean. To happen this, Somalia should modernise and 
build its ports, build railways, improve its logistical 
capacity to better serve and contribute to the bloc.

A key outcome of HSM’s meeting with his Kenyan 
counterpart is the resumption of khat trade and Kenya's 
importation of Somali fish. This highlights Somalia’s 
budding competitive advantage, exporting 164 tonnes 
in 2019; Somalia’s flat fish export grew by 112.99 per 
cent netting US$0.27m in 20194  alone.  Somalia’s 
underdeveloped competitive advantage is in fishing. 
This could become its main export to the region; Kenya 
for example relies almost entirely on China5  for its fish 
imports. Tapping into local markets like Somalia’s could 
reduce the cost of fish in the Kenyan market. 
Summarily, Somalia must be a contributing member of 
EAC, with a role to play, it is our belief that this can best 
be realised through capitalising on Somalia’s 
competitive advantage, with a goal of developing a 
competitive, resilient and modern supply chain that 
eases movement of goods and interlinks the region to 
the Indian ocean. Critically, Somalia must focus on 
identifying the best course of action to strengthen the 
economic utilisation of its competitive advantage 
internally and externally for the region. Deepening and 
widening the boundaries of EAC is not just diversifying 
its composition but also furthering the regional bloc 
members’ peaceful and prosperous co-existence. 

Mohamed Okash, Editor-In-Chief, SBR
Mohamed Abbshir, Writer & Researcher 
focusing on the Horn of Africa

4. Somalia Flat Fish Market Insights, Selina Wamucii
5. Kenya seeks to compete with Chinese farmed tilapia imports, The fish site
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The world is facing multifaceted challenges threatening 
the lives and livelihoods of millions of people as we 
experience a sharp economic slowdown due to the 
continued pandemic implications, deepening fragility in 
developing countries, and the war in Ukraine followed 
by skyrocketing inflation. All these overlapping crises 
triggered a worrying trend in the global food industry.
For example, the UK government registered the 
country’s worst inflation crisis in four decades, with the 
annual consumer price index (CPI) reaching 9.4%, 
according to the UK-based media house, the Guardian. 
Further, the food and energy prices also recorded a 
sharp increase. Liquid fuels, including petrol and diesel, 
rose to 128.9% in one year until June 2022.
Even though food price hikes are felt globally, low- and 
middle-income economies are getting hit hardest due to 
the fragility and vulnerabilities in their social 
infrastructures. According to the World Bank July 2022 
food security report, 8 of the top 10 countries 
experiencing the worst price increases are from Africa 
and Asia. Lebanon tops the list with a staggering 122% 
annual food inflation increase, 

Lebanon tops the list with a staggering 122% annual 
food inflation increase, while Sri Lankan government 
declared bankruptcy, closed schools, and banned the 
sale of petrol to control the looming fuel and food crisis. 
The World Bank further added that the Eastern African 
countries would be more likely to see situations 
“worsen” due to the persisting rainfall shortages, 
recurrent droughts and the growing prices of essential 
items.

ECONOMY AND REGIONAL INTEGRATION

THE GLOBAL FOOD CRISIS HITS 
HOME: THE TIME IS NOW TO INVEST 
IN A RESILIENT ECONOMY 

MOWLIID AHMED HASSAN

02
ARTICLE

SOMALIA FEELS THE HEAT TOO!

According to the Somalia National Bureau of Statistics 
(SNBS) June 2022 CPI report, the annual inflation rate 
hits 6.98%, while food prices have increased by over 
16.5%, compared with the same period in 2021.
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Similarly, the fuel price has increased 300% from $0.45 
to $1.80 per liter, based on primary data from random 
fuel stations and tuk-tuk drivers in Mogadishu. This 
came as a result of the war in Ukraine and the economic 
shocks that followed. The swift increase in fuel prices 
globally had a trickle-down effect on almost all 
essential commodities in Somalia due to the increased 
cost of transport of goods. According to World Bank and 
IMF data, Somalia is among the top 10 countries with 
the highest food inflation rate.
What makes Somalia uniquely vulnerable is its weak 
economy which is already hampered by 
multi-dimensional challenges – from recurrent droughts 
to insecurity, high unemployment, and a dearth of 
investment in the productive sectors, to mention a few.
In addition, the rise of protectionism and export 
restrictions by cereal-producing countries will further 
devastate the economies of import-dependent nations, 
including Somalia, where more than 87% of its 2021 
GDP comes from imported goods. Many countries, 
including Hungary, Serbia, Indonesia, and Turkey, have 
already started hoarding and restricting exports of 
cooking oil and grains amid fears of escalated food crisis.

Removing barriers to business – the private sector 
contributes to Somalia’s economy greatly be in 
employment, contribution to the national gross domestic 
product, or the provision of necessary services to the 
people. Yet, Somalia is considered to be one of the most 
challenging places to do business in the world, as per 
World Bank’s Doing Business 2020 report. More 
impactful results could have been achieved if the Somali 
government deliberately prioritized easing the business 
environment by putting effective and more friendly 
regulations in place, removing systematic barriers, and 
reducing high registration costs.

Empowering youth in farming – the awareness and 
interest of Somali youth in the farming and agriculture 
sector is positively increasing, as evidenced by the rise of 
greenhouse farming in major cities in Somalia. There is a 
general sense of youth mobilization towards investing in 
this productive sector which is gathering pace. It is high 
time for the government, policymakers, and Somali 
investors to support such kind of impactful youth-led 
initiatives as they have the potential to create 
opportunities and support the local economy.

Promoting the fishery sector – Somalia is exceptionally 
known for its rich natural resources. Agriculture and 
livestock are the most vital sectors contributing to 
Somalia’s economy. However, both sectors experienced 
significant hiccups due to the effects of climate-related 
shocks and recurrent droughts. Therefore, it is 
imperative for Somalia to diversify its economy and tap 
into the potential of this long-neglected fishery industry, 
which has the potential to feed the whole nation if 
wisely invested. It is pretty counterintuitive that Somalia, 
which enjoys the longest coastline in Africa, consumes 
imported (canned) fish manufactured in Thailand.

Considering Somalia’s vulnerability to global economic 
shocks and climate changes, urgent and serious 
attention should be given to building a resilient economy 
that can withstand the severity of the consequences of 
the recurrent crisis. Therefore, the following paragraphs 
will highlight critical recommendations for Somalia to 
edge towards more sustainable food security.

BUILDING RESILIENT FOOD 
SECURITY IS PARAMOUNT
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Reducing aid dependency – It is evident that depend-
ence on humanitarian aid is not sustainable. It kills the 
productivity of the recipient countries if the programs are 
not designed in a way that empowers communities and 
helps address the root causes of the problems. The role 
of the government in the design and development of 
humanitarian programs is essential to intentionally use 
the aid to give optimal results, as alternatives to aid are 
being materialized.

Investing in water harvesting systems – The recurrent 
floods, droughts, and shortage of rainfalls not only 
indicate Somalia’s susceptibility to environmental 
shocks but also the importance of water management 
as a crucial factor in achieving resilient food security in 
Somalia. Water harvesting infrastructure supports the 
collection and storage of rainwater for later use instead 
of letting it run-off.

Diversification of import/export destinations – To 
achieve economic resilience, it is important to closely 
observe and analyze a country’s import destinations 
when it comes essential goods like food. Diversification 
and availability of supply options for both import and 
export items provide flexibility if one or two supply 
routes become difficult. Unfortunately, the case for 
Somalia seems different, according to the Observatory 
of Economic Complexity: more than 60% of its 2020 
imports came from UAE ($1.28b), China ($893m) and 
India ($544m) – while 66% of Somalia’s 2020 exports 
went to UAE ($146m) and Saudi Arabia ($39.2m) alone. 

Mowliid Ahmed Hassan, 
Development Practitioner 
     @MowliidAHassan
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Banks played a vital role in the financial sector. Still, this 
piece challenges local banks’ approach to contributing 
to job creation efforts in Somalia. We will review the 
micro-finance status in Somalia, how banks finance 
startups, why banks are hesitant to support idea-stage 
startups, and a framework for financing startups.

MSMEs

A FRAMEWORK FOR FUNDING MSMEs 
AND STARTUPS IN SOMALIA: A 
CHALLENGE FOR THE LOCAL BANKS
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03
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Globally, small businesses account for the highest 
portion of economic growth and job creation. They are a 
goldmine for employment opportunities. But a 
significant reason for this global success is the working 
environment for these businesses in many countries. 
Unfortunately, this is not the case in Somalia: there is 
almost zero support for small businesses and startups 
from the government of Somalia.

Fortunately, the private sector has always been the 
lifeline of survival in Somalia. They offer(ed) 
governmental services, including education and health 
services. The financial industry, for example, played a 
crucial role in channeling diaspora funds back home. The 
banks do offer financial support services to businesses. 
This has sparked economic growth and contributed to 
job creation in the country.

A GOLDMINE FOR EMPLOYMENT 
OPPORTUNITIES

The growth mindset is one differentiating factor for 
small businesses and startups in Somalia. This is very 
feasible if you consider the objectives of these 
businesses. In Somalia, the majority of small businesses 
are small and stay small forever. Business growth has 
(is) never been the case. Almost all the businesses in 
Bakaro Market, the largest market in the country, do not 
have a written documentation of their activities and 
plans to guide their businesses in the future. 

STARTUPS ARE BETTER 
POSITIONED TO CREATE MORE JOBS
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If you talk to small businesses in Somalia, you will 
observe that their business metrics are unusual: help 
pay the family bills, pay the school fees of the children, 
and so on. Focusing on building a bigger brand, 
reinvesting in the business, establishing new branches, 
and making profits are not their main priority business 
objectives.
Compare that to the recent uptake of startups in 
Mogadishu. Mogadishu is enjoying a new trend: 
contemporary brands popping up everywhere in the city. 
I got invited to grand ceremonies every Friday. These 
new startups are about every sector: cafés, home 
appliances, electronics, fashion, ICT, all-women stores, 
and many other types of startups.

Where did they get the money to finance their startups? 
Their most prominent supporters are, in addition to 
personal savings, families, and friends. Why not the 
local banks? Because banks in Somalia are more inclined 
to support well-established small businesses, not 
idea-stage startups. Getting finance from banks by 
startups is an overly complicated process: the 
requirements ask for a license, a bank account with a 
history of financial transactions, and an existing premise. 
There is also an unwritten rule: having a solid network of 
referrals. This means that if you are well-connected, you 
are better positioned to access bank funds.

The banks in Somalia have different reasoning than the 
above argument. They do not want to risk their fund 
portfolio with idea-stage startups. And this is very 
understandable considering the lack of regulations
in the country and protecting their clients' money. I 
remember attending the launching ceremony of Premier 
Wallet and Mr. Jibril Qarey, the bank's Chairman, 
emphasizing their reluctance to give out loans to 
idea-stage startups due to the lack of regulations in the 
country. According to him, the banks' policies will be 
more conservative unless the Somali government 
produces a regulatory framework that protects their 
fund.

Somali banks are more risk averse. They are, 
understandably, scared of higher default rates if they go 
for supporting a higher number of idea-stage startups. 
But business also involves risk-taking. This does not 
mean playing with clients' money but getting aggressive 
in doing business. As they say in economics, more risks 
attract more gains.

This is where I want to challenge the banks: if the Somali 
government is slow enough to enforce regulations that 
help banks protect their funds and support idea-stage 
startups, would the banks sit down and wait? Or would 
they look for an alternative just like our private sector 
used to do during the absence of a permanent 
government? Let me propose a framework that helps 
banks entertain another perspective of funding 
idea-stage startups.

Avoiding higher default rates is the main objective of 
local banks. But let us first dissect how a higher default 
rate happens and accumulates in the first place. First, 
higher default rates might occur if there is no history of 
financial interaction between banks and loanees. This is 
more likely if it is a walk-in startup founder who just 
shows up with a well-crafted proposal and asks for 
loans. Even if the bank takes the new founder through its 
vetting process and is happy with the documents, it is 
still possible that this new company might default. This 
is because we might never know the passion and 
commitment of this founder and his/her acumen for 
business. And that is something banks cannot verify 
with just documents (which can be written by third 
parties).

Second, banks are more favorable to loaning out new 
businesses if they are referred by a client (company or 
person) respected by the bank. But then again, this 
increases the chance of default rate because this specific 
client has been reviewed with positive and blue eyes 
due to his/her affiliations with the bank's network. If 
default happens, this contributes to the existing 
assumption of banks that the default rates of idea-stage 
startups are higher.

Finally, local banks do not have windows specific to 
orienting new founders about the most suitable finance 
option for their particular case. For this reason, new 
startups end up getting access to funds not enough to 
sustain their business for a reasonable time. They end 
up defaulting during the grace period.

Therefore, it is essential for startup founders to be 
vetted enough for passion and business acumen before 
enabling them to access finance. And this is where the 
innovation hubs come in. In other words, banks should 
partner with local innovation hubs such as SIMAD iLab 
and co-design a three to six months incubation program 
supported by the banks.

Every startup founder must go through the incubation 
program before they become eligible for investment. 
Innovation hubs would take startups and incubate them 
for three to six months. During this period, the hubs are 
observing the viability of the startup and the founders 
themselves. Watching the founders is overly critical 
because it assures the hubs to verify the connection 
between the business idea and the founder. It also 
affirms the business acumen of the new founder. Once a 
startup completes the incubation program, the 
innovation hubs will select the most viable, 
investable-ready startup. Then, recommendation letters 
are written for them.

A PROPOSED FRAMEWORK 
FOR FINANCING STARTUPS
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The banks will now have a small pool of startups to 
choose from. This is a cleaned pool of applications. 
There is no need to verify the applicants' commitments 
as this has already been completed. Banks will still need 
to take applications through their vetting process for 
final verifications.

We have tested this model at SIMAD iLab, the 
innovation hub of SIMAD University. Our partnership 
with Premier Bank allows us to take in startups in our 
incubation programs. The best performers in the 
program get recommended to the bank for investment. 
Udug Flowers is a fitting example of this partnership. 
This was an idea-stage startup that graduated from the 
incubation program of SIMAD iLab. With our 
recommendation, Premier Bank invested in the startup. 
Udug Flowers now has two branches in Mogadishu. A 
journey from an idea-stage startup is now a startup with 
two branches employing almost five permanent staff 
members. 

The startup is also now planning to stop importing 
flowers from Kenya and Ethiopia and establish a local 
manufacturing plant for flowers in Somalia. And all of 
this has happened within the span of one year.

With this banks – innovation hubs partnership model, 
more idea-stage startups worth investing in will get the 
opportunity to get access to funding irrespective of the 
power of their network affiliations or financial history 
interactions with the bank. Some brilliant founders 
"unknown to the banks" will end up getting access to 
the proper resources required to make their dreams real. 
And, in the end, banks will have lower default rates.

Mohamed Muse Hassan, 
Director, SIMAD iLab
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After a long period of experiencing civil unrest, Somalia 
has maintained an internationally recognized 
government, become relatively stable, and gradually 
improved year after year. The business sector has been 
upgraded, which has enabled start-ups to shine and 
compete with other international businesses. 
Furthermore, small and medium-sized startups are the 
most businesses that have been growing in the country 
in recent times, which is mainly driven by the youth.

According to the Somalia National Bureau of Statistics 
labour force survey report 2019, the Somali population 
is youth dominant with such a large youth population, 
about 67.6 %were outside the labour force. 
Unemployment, which is very common in the country, 
has caused the youth to leave their country in search of 
basic needs. Nowadays, there has been a wide range of 
innovation efforts in which the youth are joining the 
business sector to find a better solution to the 
widespread unemployment in the country.

SMEs play a significant role in the social and economic 
development of our country, in terms of job creation for 
youth, income opportunities for families, as well as 
increased innovation and domestic production. Despite 
the known importance of SMEs in the country's 
development as a whole, SMEs are facing widespread 
problems related to access to finance, which has had a 
severe impact on their early phases. In this article, I will 
discuss the financial challenges SMEs face – and how to 
overcome them.

Although most of the businesses that started in Somalia 
in recent years are SMEs, many of them are led by young 
people who believe that innovation and 
entrepreneurship are the only ways to get out of 
unemployment. On the other hand, there are also 
booming incubation centres in the country such as 
SIMAD iLab that encourage young Somalis to turn their 
creativity into a real business by giving them very 
important training related to how to harness innovation 
and start a business, and also how to manage the 
business growth and sustain success.

MSMEs

ACCESS TO FINANCE: AN 
EMERGING CHALLENGE 
FOR SMEs IN SOMALIA

ALI FARAH ABDULLAHI
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Perhaps, the incubation centers have improved much for 
SMEs' challenges, especially in terms of business 
management and innovation development, but access 
to finance is one of the problems that most 
entrepreneurs complain about. While, much of 
incubators start their businesses with small amounts of 
money that they get from their own savings or from their 
angel investors or families, and they always face 
financial inadequacy which makes them unable to pay 
for rent, electricity, and taxes and also the wages of their 
limited staff.

Indeed, it is very clear that access to finance is the 
biggest economic hardship that entrepreneurs face 
nevertheless the biggest economic losses have been 
experienced during the COVID-19 pandemic, and the 
following shutdowns, and limitations of activity around 
the world that have caused that medium and small 
business in our country to have a huge impact on all 
aspects. Especially on both the supply and demand 
sides.

Additionally, although much of SMEs have been 
financially improving and recovering well, emerging 
obstacles, including the ongoing foreign conflicts and 
the severe and prolonged drought conditions in our 
country, are again testing the resilience of the MSMEs in 
Somalia and leading sometimes to bankruptcy due to 
expensive electricity and a scarcity of supply chain.

Hence, Access to finance is the most important 
instrument for the growth of SMEs and with access to 
external investment, entrepreneurs can appreciate their 
full growth potential and allowing them to innovate, 
improve efficiency and effectiveness and enlarge new 
marketplaces, and contribute job creation opportunities 
among youth.

Unfortunately, two high-risk characteristics cause 
barriers to access to finance in Somalia. The first one is 
internal challenges. Most start-ups, here in Somalia, are 
informal, striving to obtain financing. Many SMEs don't 
have clear financial plans, proper business skills, legal 
requirements of registrations and business licenses and 
bank accounts, and information on funding 
opportunities. The second one is external challenges, in 
Somalia, getting financial investment is very restricted 
while banks and other financial institutions believe that 
providing finance for small and medium-sized 
enterprises is riskier than financing large firms. 
Collateral requirements, high-profit rates, complicated 
application procedures, bank charges, lack of assessing 
SMEs' risk, limited repayment period, very limited 
communication, and absence of government financial 
regulations are making it tough for small and medium 
enterprises to investment access. 

Nonetheless, SMEs can’t afford to make real progress 
due to access to finance, resulting in the majority of 
SMEs being unable to find funds to invest in their 
business ideas to play a major role in the efforts to 
achieve sustainable economic development in our 
country.

Thankfully, in recent years some of the country's banks 
including Premier Bank, Dahabshiil Bank, International 
Bank of Somalia (IBS), and Salaam Somalia Bank have 
offered investment opportunities for small businesses. 
First of all, Salaam Somali Bank is the first 
privately-owned bank in Somalia that has earmarked 
US$4 million for Somali entrepreneurs between 2022 
and 2024 to finance SMEs and promises to distribute 
through the Salaam Entrepreneurs Fund (SEF) by 
providing early-stage growth financing, with a specific 
focus on women and young entrepreneurs under 30 into 
three kinds of investment; free microfinancing (up to 
$3,000), start-up financing (up to$50,000) and SME 
investment (above $50,000) across technology, 
renewable energy, farming, fishing, and livestock areas. 
Furthermore, in 2014, as part of its corporate social 
responsibility, Dahabshiil set up MicroDahab, a 
microfinance institution to help small-scale business 
people. The amount of funding provided ranges from 
$500 to $15,000 and the maximum repayment period is 
two years (24 months) while the annual profit rate is 
10%. Moreover, like other banks, Premier Bank has a 
certain department that inspects the ideas of 
entrepreneurs which has benefited many entrepreneurs 
including youth and women. Finally, IBS bank also 
provides a wide range of Investment for small and 
medium businesses in two ways, the first is microfinance 
called (Qardhul Hasan), a group-based model where 
several entrepreneurs come together to apply for 
financing with zero charges and the other one is 
Micro-investment, relationship-based banking for 
individuals and small businesses with 7% profit rate. 
The amount provided is between $500 to $1,000 and 
$1,000 to $3,000, respectively, and both should be paid 
within 12 months.

Indeed, the financial institution's support is not enough 
SMEs in Somalia. Lack of access to financial resources is 
the most severe obstacle facing for SMEs' businesses to 
thrive and this undermines that many SMEs can't afford 
to contribute to economic growth and job creation 
opportunities among youth. Therefore, to enhance the 
accessibility of finance by SMEs and make access to 
finance easier, I recommend the following to tackle 
these financial challenges, first, SMEs should take giant 
steps to formalize and registrar their business and 
improve their skills in financial management and 
business development to avoid financial risks and they 
must also ensure to open banks accounts, build 
associations and network and seek information about 
funding opportunities from financial institutions.
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Second, Financial institutions should play a greater role 
in facilitating financial accessibility for SMEs by reducing 
the current collateral requirements, high-profit rates, 
and complicated application procedures and increasing 
the repayment period, and at the same time giving 
priorities in the financing of the small and medium-sized 
enterprises rather than large firms. Third, Incubation 
centres and training institutions should help 
entrepreneurs with financial plans and management 
skills in the early stage to get the necessary personal 
and professional growth and technical knowledge as 
regards business setting Finally, Governments should 
develop policies favourable to SMEs development in 
terms of accessibility of finance and put them in their 
development agenda. Similarly, government and 
international donors should put in place funding 
programs and financial schemes to assist SMEs.

Conclusively, the biggest challenge that small and 
medium-sized enterprises face is the lack of financing 
which affects their growth and performance. Yet, in 
Somalia, the majority of SMEs are unable to acquire the 
financing they need to reach their potential growth and 
sustainability. Although some of the country's banks 
have been realized to finance SMEs in fact this 
investment is not enough for the SMEs’ business in 
Somalia. Therefore, SMEs, business incubations and 
training centres, financial institutions, government, and 
international organizations should work together to 
develop and create a favourable environment for SMEs 
to get access to finance.

Ali Farah Abdullahi, 
Partnerships Builder, 
SIMAD iLab
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Every one of us would like to be successful. We aspire to 
be rich and the owners of our own businesses. We love 
being independent and contributing to others’ lives. We 
like to live the lives we are in control of. Perhaps we have 
great ideas in our minds. Ideas, if put into action, would 
return millions of dollars. Or perhaps we have just 
wishful thinking that just should be proved to fail, to fail 
faster and free the mind for the birth of new ideas.
It also happens that someone wants to get a whole lot 
of money, even without any ideas to mention. That is 
possibly the lowest level of wanting.  Yes, some 
wantrepreneurs even lack a practical and workable idea. 
They are dreamers who have vague and unrealistic 
ideas.

The wantrepreneurship mindset reminds me of the story 
of two farmers. One of them was an avid procrastinator.  
He rarely visits his farm, and once he goes to the farm, 
he just wishes he could finish early and rest. He 
considers the magnitude of the results he would reap if 
he worked hard but remembers that he still has time to 
wait. 

He divides the farmland into parts of a daywork and 
says to himself, you will do this tomorrow, and that the 
next day, and that is for the next week. No worries, you 
finish early if you employ your plan, he assumes. Days 
come and go very fast, and nothing happens. The crops 
did not grow well, and there were no yields at the end. 

His friend was proactive and a hard worker. He took his 
job seriously, set a plan, and started earlier. He worked 
every day. As he progressed, he used to watch his friend 
pointing his fingers around. He feels his friend should 
employ the proper tools on the ground because a finger 
has nothing to do with farming.

Wantrepreneurs love to be real entrepreneurs, but fear 
of failure bulls them back; they don’t have the stamina or 
courage to execute the mental model of their business 
initiative. Fear of failure may never go away until we 
experience it and learn from it.  Until we are ready to 
move next, expecting success and chances of losing as 
well. Success comes through persistence. 

MSMEs
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It was once defined as going from failure to failure 
without losing enthusiasm.   

The wanting mindset is possibly based on material 
things, only having a lot of money, having a big house, 
buying a nice car, and landing a dream job. Having such 
specific goals is all right, but without a passion and drive 
to succeed, even smaller goals will struggle to bring 
results. As business experts say, a bigger vision and 
pursuit of self-actualization help set and achieve 
business goals and guide decisions along the way. In 
business life, there are always ups and downs, 
sometimes good, and other times you struggle to pay 
the bills. That is normal, experts say, but having an 
uncompromising vision is the secret code to passing 
through and enjoying your passion.

Wantrepreneurs wait for the best timing to launch their 
business. They wait for the right conditions and are 
completely ready. The reality is that you are not going to 
be completely prepared. Good ideas wear out and go 
untested. The competition becomes more brutal. 
Opportunities are taken by others. There are always 
challenges and waiting for the right circumstances 
wastes time.  As the saying goes, “the best time to start 
is right now” or “the best time to plant a tree was 20 
years ago. The next time is now”. 

Ideas, as they come to our mind, maybe foggy and not 
immediately practical until they go through delineation 
and sorting out what is working from assumptions. This 
works as a transition from uncertainty to the clarity of 
actions and processes. The goal is to develop a clear 
business model which specifies the target customers 
and expected revenue. I believe there is where prior 
experience matters; if not experience, it would be 
courage and a willingness to take risks.

Jotting down your business idea on a piece of paper and 
putting your thoughts on it is perhaps one further step 
towards a functioning business. Business scholars talk 
about something called motion. It happens as defined by 
James Clear, author of Atomic Habits, when you are just 
planning, learning, and setting strategies. That is all 
good but won’t get you any results. Motion gives you the 
feeling that you are doing a good job, but what you have 
is a preparation for what is to be done. A critical aspect 
of the motion is when it develops into procrastination. At 
such a stage, the author advises that change is 
necessary.

Action, on the other hand, is the type of behavior that 
produces results. Action means getting involved and 
getting your hands dirty because no one will make it 
real. It is all you. Others will catch up when they see you 
succeed. 

Wanting is a common human trait. All of us for sure 
aspire something to achieve something in our life. Some 
of us have some sort of ideas and would like to have 
their own business and make success stories out of it. 
We love money and freedom. We aspire to retire early 
and enjoy our life. All these are ok but couldn’t be 
achieved without taking action. Action delivers outcome. 
Vision motivates us to stay engaged and overcome 
challenges along the way.   

Dr. Ismail Mohamed Ali, 
Senior Editor, SBR

Somali Business Review (SBR)  | Oct 2022  |  Volume 15  |  issue Number 002
20



Somali Business Review (SBR)  | Oct 2022  |  Volume 15  |  issue Number 002
21

To absolutely recognize cash records and evolution, we 
should first recognize its origins and the function it 
performs in society. Money is any asset or object that is 
extensively frequent with the aid of using monetary 
marketers as a method of fee for his or her transactions. 
It first seems in records to catch up on the inefficiency of 
barter relationships lower back to the Neolithic 
generation with the earliest human settlements.

Surpluses had been simply non-existent in the early 
ranges of human societies due to the fact that people 
hunted completely to satisfy their instantaneous needs. 
Similarly, because of the commonplace approaches of 
existence in those societies, whose predominant feature 
became transhumance, storing the goods over the 
iciness became almost impossible. 

HISTORY AND EVOLUTION 
OF MONEY

It is uncertain whilst meals commenced to be saved and 
preserved in order that they can be fed on later without 
spoiling. Despite the reality that hunters and gatherers 
travelled looking for meals and higher shelter, the 
Neolithic length noticed the maximum extreme demand.

Since then, the population boom has necessitated the 
improvement of the recent methods of maintaining 
communities, which include agriculture and animals, 
necessitating large meals garage for instances of 
scarcity. As a result, surpluses from years with a 
bountiful harvest had been exchanged for different 
merchandise from remote lands, ensuing in alternate. 
Drying, smoking, salting, and curing had been used to 
maintain those gadgets. Depending on the geographical 
area, one or the opposite was used. Food became dried 
in Africa, for example, while meals became smoked in 
Northern Europe; however, salting was not as unusual in 
coastal areas as in other places.

FINANCE 

THE EVOLUTION OF 
EXCHANGE: FROM BARTER 
TO DIGITAL CURRENCY
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The first steel cash originated in Asia Minor within the 
8th century BC, in step with Greek historian Herodotus, 
whilst Lydian king Gyges endorsed making tax 
gathering and garage easier.

Lydia's lion is the maximum well-known of all of the 
cash minted in that prosperous province, with this 
animal depicted at the obverse. It is simply the 
maximum superb piece of classical antiquity, but 
numismatists range on the precise date of its creation.

Especially beneath the Roman Empire, steel coinage 
aided the enlargement of industrial operations. States 
have loved a monopoly on coin minting on grounds since 
then. An engraved seal, which includes a god's figure, an 
emperor's bust, or any other logo of that civilization, 
became traditionally used on them. The nice weight of 
the fabric from which the coin became minted had been 
assured with the aid of using those marks.

WHERE DID THE MONEY 
COME FROM?

The cash of Ancient Greece has the maximum solid 
composition. These had been generally a product of 
silver and weighed sixty-five to sixty-seven grams. The 
drachma has become the world's cash as it had the best 
inherent fee.

The dilemma arose whilst treasured steel reserves have 
become scarce. Because they had been products of 
greater, not unusual place substances, which included 
bronze or copper, the authorities became compelled to 
create fiduciary cash, which became a sort of coin whose 
fee became much less than what it reflected. These had 
been subsidized up, however, with the aid of using the 
country's gold and silver reserves, which had been 
stored inside the treasury.

WHAT WAS THE ORIGIN 
OF THE FIRST COINS?

06. THE EVOLUTION OF EXCHANGE: FROM BARTER TO DIGITAL CURRENCY

Because of their incorruptibility and fee, gold and silver 
had been favoured above different substances like iron 
and bronze. Because they had been rarer, they had been 
greatly treasured; nonetheless, they had been hard to 
counterfeit and will be preserved for lengthy durations 
of time without decomposing.

Money, not like the metals and paper that we use as 
cash and notes, is an asset that a network accepts as a 
fee. Barter became used to behaviour offers previous to 
the arrival of cash. When one of the barter merchandise 
did now no longer attract to one of the events, trouble 
occurred. This is how cash got here into being. Physical 
cash, inclusive of digital cash, is regularly misplaced 
manner to any asset that is probably used for fee or 
collection. All varieties of cash, inclusive of invoices, 
cheques, promissory notes or payments of change, 
credit score cards, and guarantees, confer rights 
primarily based totally on nominal values. A product 
became selected as a reference fee, a component that 
could be a useful resource in alternate regulation, to 
deal with the trouble. Initially, cattle or wheat had been 
hired as alternate reference commodities. These factors 
have become greater workable with the shape of gold, 
silver, or salt sacks. The term "salary" is derived from the 
exercise of paying personnel with salt.

To deal with the issue, a product became selected as a 
reference fee, an aspect that could assist with alternate 
regulation. Initially, livestock or wheat had been used as 
alternate reference commodities. Over time, those 
factors converted into greater usable forms, which 
include gold, silver, or salt bags. The utilization of salt as 
a form of fee for hard work gave an upward push to the 
name "salary."

WHERE DID THE MONEY GO?

Despite the reality that barter became as soon as a 
prime pressure in alternate and society, as time 
progressed, it failed to become a possible exercise. It 
essentially added up issues. On the only hand, which 
behaviour business, events ought to require the product 
given with the aid of using the opposite. If a person had 
too many skins and desired wheat, they had to discover 
a wheat grower who became additionally interested in 
skins, which wasn't constantly possible. Barter, on the 
opposite hand, could not inform you how an awful lot of 
jars of wine had been really well worth, or whether or 
not a cow became really well worth similar to a camel.

To treat the trouble, a product became picked as a 
reference fee, a feature that could be a useful resource in 
alternate regulation. At first, alternate reference gadgets 
like cattle or wheat had been used. These factors have 
become greater workable whilst packaged in a gold, 
silver, or salt bags. The term "salary" comes from the 
exercise of paying personnel in salt.

To deal with the issue, a product became selected as a 
reference fee, an aspect that can assist with alternate 
regulation. Initially, livestock or wheat had been used as 
alternate reference goods. Over time, those additives 
advanced into greater usable forms, which include gold, 
silver, or salt bags. The term "salary" comes from the 
usage of salt as a form of fee for hard work.
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Gold and silver cash had been nonetheless used during 
the 15th and 16th centuries. With big transactions, 
however, they could not be properly saved on the 
streets or in homes. Because goldsmiths had safes and 
guards to guard valuables and cash, they commenced 
providing this carrier to others. People gave their gold to 
goldsmiths for safekeeping in change for a nominal 
certificate proving ownership. When the proprietor 
wished the silver or gold cash for a transaction, he 
virtually offered the check.

These certificates had been an increasing number of 
users to make bills without the want for the steel 
backing them over time, ensuing with inside unfold of 
paper cash, or banknotes as we recognize them today.

THE FIRST PAPER 
MONEY'S CHARACTERS

The gold trend have been the dominant financial 
machine for the reason that the 19th century, with the 
fee of a financial unit, decided with the aid of using a 
particular quantity of gold, till 1944, whilst the Bretton 
Woods agreements converted the financial machine 
with the aid of using introducing new protagonists: the 
greenback and gold. In this manner, the United States 
forex became transformed to gold - at a charge of 35 
bucks for one ounce of gold - and the relaxation of the 
world's currencies had been transformed to the 
greenback. In 1971, President Richard Nixon of America 
declared the give up of the gold trendy, signalling the 
start of forex fluctuation.

Since then, we have got used a fiduciary machine 
wherein cash has no intrinsic fee and is regulated and 
issued with the aid of using countrywide vital banks in 
addition to supranational bodies which includes the 
European Central Bank for eurozone members. As a 
result, cash (paper, cash, or digital) has no treasured 
steel backing today, and its fee is decided with the aid of 
using every individual's perception that it will likely be 
frequent as a shape fee with the aid of using others. 
Without that mutual acceptance as true and societal 
acceptance, cutting-edge currencies could be not 
nothing greater than a useless letter.

HOW HAS THE VALUE OF 
MONEY CHANGED OVER TIME?

A cryptocurrency is a digital payment system that does 
not rely on banks for transaction verification. It's a 
peer-to-peer technology that lets anyone send and 
receive money from anywhere. Cryptocurrency 
payments exist entirely in the form of digital records 
directed to an online database recording specific 
transactions, rather than tangible money that is carried 
and traded in the real world. The transactions that you 
make with cryptocurrency funds are recorded in a public 
ledger. Digital wallets are used to store cryptocurrency.

Cryptocurrencies receive their moniker from the fact that 
transactions are verified via encryption. To store and 
transport bitcoin data between wallets and to public 
ledgers, robust encryption is required. Encryption's goal 
is to ensure security. BITCOIN, which was launched in 
2009 and is still the most popular cryptocurrency, was 
the first cryptocurrency. Because speculators can 
occasionally drive prices up significantly, trading 
generates a lot of interest in cryptocurrencies.

CRYPTOCURRENCY AS FUTURE 
OF MONEY: DOES IT WORK?

As we defined in our latest publication in Somali 
Business Review (SBR) Cryptocurrencies work on a 
blockchain, which is a distributed public ledger that 
keeps track of all transactions and is updated by coin 
owners. Cryptocurrency units are formed through a 
process known as mining, which entails the use of 
computer processing power to solve complex 
mathematical problems in order to generate coins. Users 
can also purchase the currencies through brokers, which 
they can then store and spend using cryptocurrency 
wallets.

You have nothing concrete if you hold a cryptocurrency. 
You have a key that allows you to transfer a record or 
unit of measurement from one person to another 
without the involvement of a trusted third party.

Despite the fact that Bitcoin has been available since 
2009, cryptocurrencies and blockchain technology 
applications are still gaining traction in the financial 
world, with greater adoption projected in the future. 
Bonds, stocks, and other financial instruments that can 
be traded using technology are among the transactions.

WHAT ARE CRYPTOCURRENCIES 
AND HOW DO THEY WORK?

06. THE EVOLUTION OF EXCHANGE: FROM BARTER TO DIGITAL CURRENCY
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According to Consumer Reports, all investments involve 
risk; however, some experts believe that 
cryptocurrencies are among the riskiest investment 
options available. If you want to invest in 
cryptocurrencies, these tips can help you make educated 
choices.

LOOK INTO THE BAGS:

Before investing, find out about cryptocurrency 
exchanges. There are over 500 bags to choose from, 
according to estimates. Before proceeding, conduct 
research, read reviews, and consult with more experi-
enced investors.

FOUR ADVICE FOR SAFELY 
INVESTING IN CRYPTOCURRENCIES

06. THE EVOLUTION OF EXCHANGE: FROM BARTER TO DIGITAL CURRENCY

EXAMPLES OF CRYPTOCURRENCIES

The following are some of the most recognized:

BITCOIN:

Bitcoin was the first cryptocurrency, launched in 2009, 
and it is still the most widely traded. Satoshi Nakamoto, 
a pseudonym for a someone or group of people whose 
exact identity is unknown, created the cryptocurrency.

ETHERIUM:

Ethereum is a blockchain platform that has its own cryp-
tocurrency, Ether (ETH) or Ethereum. It was created in 
2015. After Bitcoin, it is the most widely used cryptocur-
rency.

LITECOINS:

This currency is very similar to Bitcoin, but it has made 
more progress in developing new innovations, such as 
faster payments and processes that allow for more 
transactions.

RIPPLE:

Ripple is a distributed ledger system that was created in 
2012. Ripple can be used to track a wide range of trans-
actions, not just cryptocurrency transactions. It was 
created by a company that collaborated with several 
banks and financial institutions.

To distinguish them from the original currency, 
cryptocurrencies other than Bitcoin are referred to as 
"altcoins."

CONCLUSION 

The foreign exchange market was initiated by the crea-
tion of the gold standard system. And, when the gold 
standard system collapsed, there was a need for a suita-
ble exchange system that would be easier to implement. 
There the Bretton Wood system was created after a 
meeting of more than 700 representatives.

But, unfortunately, the Bretton Woods system also 
collapsed. The exchange system became popular after 
the failure of both systems and finally, ECN was intro-
duced to electronic trading in 1990, which completely 
changed the international monetary system. The world 
seems to move toward digital currency with current 
advances in technology and the term "Bitcoin" has 
recently dominated major news headlines around the 
world. Because of the innovation it represents, the 
changes it is making in economic connections, and the 
multiple scandals it has been involved in, it is one of the 
most divisive cryptocurrencies.
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However, comprehending how it works and the history 
of the digital monetary units It is not straightforward, in 
general. Especially when terms like "blockchain" and 
"mining" are used in relation to cryptocurrencies.

Despite the fact that more people are becoming 
interested in this topic, Bitcoin and its world remain a 
mystery to the majority of the population. This post will 
attempt to demonstrate that Bitcoin and other 
cryptocurrencies are more commonplace than they 
appear.

When you buy cryptocurrencies, you must keep them 
safe. They can be kept in a bag or digital wallet. 
Although there are various types of wallets, each has its 
own set of advantages, technical requirements, and 
security levels. Just like with bags, you should research 
your storage options before making a purchase.

Diversification is essential in any good investment 
strategy, and it is even more important when investing in 
cryptocurrencies. Don't put all of your money into Bitcoin 
just because the name is familiar to you. There are 
thousands of options, 

Because the cryptocurrency market is highly volatile, 
you must be prepared for ups and downs. Prices will 
change dramatically. Cryptocurrencies may not be a 
good investment if your portfolio or mental health can't 
handle it.

Cryptocurrencies are all the rage right now, but keep in 
mind that they are still in their infancy and are 
considered highly speculative. Investing in something 
new comes with risks, so be prepared. If you intend to 
participate, do your homework and start out slowly.

 Using a comprehensive antivirus is one of the best ways 
to protect you online. Kaspersky Internet Security 
protects you from malware infections, spyware, and 
identity theft as well as bank-grade encryption for 
online payments. 
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Generally, life directs us the way we live-what we 
choose to do, so, people respond differently to what life 
asks for depending on where we live and the people 
surrounding us as we generally call it an “environment “. 
In this way we also grow and see ourselves following in 
the same pattern of what we do, wear, learn or speak; 
whether in groups or individuals without any scrutiny. 
This means that behaviors and actions we learned from 
one another as the inhabitants of a place can change or 
manipulate the original character in which we were 
born. Look at the example of a farmer who sees the 
simple life of a businessman or a porter who sees the 
simple life of a doctor. Remember both individuals in the 
scenarios are looking for a common response to their 
wants in life with a known comparison of the proverb 
“The grass is greener on the other side of the fence”.  
Wants of life, however, have no limit and the comparison 
would continue without landing good results. However, 
we can make a difference by rediscovering ourselves 
and learning wise spending in order to live on our own 
earnings comfortably. 

So, I am here to share a real-life experience and give you 
7 ways in which one can live his / her own means 
without being tempted by our desires.

SBR INSIGHTS 

SEVEN WAYS TO 
LIVE WITHIN YOUR 
MEANS

MOHAMUD MOHAMED SIAD

07
ARTICLE

1. REFINANCE YOUR EXPENSES

We sometimes unwisely spend money on buying 
expensive items such as cars and we don’t utilize it 
efficiently. For example, you drive a car of your own but 
still spend eating at restaurants. This is doubling your 
expenses and emptying your pocket. Rather than driving 
to food stands, you could better use your own car to 
deliver meals cooked at home and stay at your bill limit. 
In this way, your car’s expenses could work for you and 
payback. Refinancing your expenses doesn’t only 
protect your money but also promotes healthy living 
habits since your kitchen recipes are within your reach.
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Some of us have a money-saving culture which we may 
have gained from lessons of life or inherited from family 
traditions and enjoy growing their wealth, while others 
work for money all their life and never have rest in their 
pursuit of more money. There are too many people in 
different occupations from Bajaj drivers, car-mechanics 
to lawyers and accountants working 10 hours per day, 
just to burn the candle at both ends. They feel that 
money is something spent at the moment it comes in 
their hands because they are in a cycle of receiving it 
again. Money just comes to their pockets in transit to 
vanish. If you are in this group, try to accept the 
mentality of saving by starting from your first paycheck 
to come. It is not complicated to do so. There is always 
room to squeeze your budget or scape your expenses to 
free up space for saving more dollars for the future.

6.  LEARN TO SAVE FROM 
YOUR RUNNING EXPENSES

07. SEVEN WAYS TO LIVE WITHIN YOUR MEANS 

Take time to understand how your hardly-earned money 
is wasted. Once you figure out those practices assess 
whether they could be avoided for more genuine ones.

When shopping, don’t just go and stop at the first 
shopping centre you come across because each 
business targets specific consumers with different level 
of income. For example, a business locates at 
Maka-Al-Mukarama street and one that is in the Bakara 
market price products differently because the former 
targets specific groups of consumers that have less 
sensitive to prices compared to other options on hand, 
while the latter targets the mass. So, get to know your 
market in order to live in your own way.

2. KNOW YOUR RIGHT 
SHOPPING DESTINATION

It is a fact that many of us spend too much money just to 
gain an image from luxury cars to big branded clothing, 
perfumes, bags, you name it, meaning much of what we 
buy has a lot more to do with impressing others than it 
has to do with buying something we actually need. It is 
also a known behaviour to witness that some people are 
reluctant to buy what others or the mass have already 
bought even if it is at a reasonable price just because 
they feel they won’t create the image they pursue if they 
do so. Therefore, it is quite unwise to incur unnecessary 
costs just to impress others.  Be yourself and buy the 
things of your choice and enjoy.

4. DON’T BE 
AN EMOTIONAL SHOPPER

3. DON’T BE A REGULAR BUYER

It is common that supermarkets attract shoppers 
because there are certain people who enjoy shopping 
just for stress release or other relaxation as such, while 
some go to find information for potential wise 
purchasing. However, not all people fall into those two 
categories, there are many other individuals who are 
highly attracted by the meal smells of some restaurants 
or advertisements by some businesses and finally 
become impulsive to any product stimuli and spend out 
their savings just in that way. Therefore, you need to 
plan your shopping before arriving at any shopping 
centre to avoid bad spending habits.

7. INVEST, INVEST, INVEST

Wise spending doesn’t only mean avoiding unnecessary 
purchases. It also means taking some risks and putting 
some of your savings into things that will help you reach 
your financial goals. For example, buy vacant land for 
sale where it is cheaper and strategic, especially 
outskirts of a city and resell it after the price rises. Buy a 
common stock from existing companies, or build the 
vacant land and collect the rent. This way, the money 
works for you and you get to know that there is nothing 
better than investing too early or investing too little.

To sum up, the lifestyle we follow greatly influences our 
chance of success in life, either positively or negatively. It 
is created over a period of time, and is influenced by the 
environment that we live in and the people in our circle, 
as well as our background and experience.it is 
manifested in our daily routines like when waking up in 
the morning, how we spend our time, our commitment 
to our daily workouts, and our spending habits. So, being 
poor or wealthy is not always luck but a result of things 
or a combination of things we do every day in our life.

5. TRUCK YOUR EXPENSES

Track your spending record to know the recurring stuff or 
buying habits that consume a large portion of your 
budget. These habits include but are not limited to 
paying too much on clothing, house rent, staying late at 
luxury restaurants or any other money-consuming 
practices. 

Mohamud Mohamed Siad, 
Director, SIMAD Libraries
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HIGHER EDUCATION 

WHY INNOVATION HUBS ARE AN INTEGRAL 
PART OF THE TRANSFORMATION OF 
HIGHER EDUCATION?

DR. ABDULKADIR NOR JIBRIL

08
ARTICLE

INTRODUCTION

Innovation centres and how universities adopt the 
concept is the key issue to be explored in this article. 
These hubs work to generate new business, attract 
investment and produce knowledge, ideas and 
innovations. Higher education institutions apply their 
own centers to bring knowledge and opportunities into 
the market, therefore, the below sections details concept 
of innovation hubs and its typologies with a focus of 
university-based Centers and third generation ones.

INNOVATION HUBS

The National Business Incubation Association (NBIA) 
defines an incubator as an institution that offers a variety 
of support services, such as office space, funding, 

training opportunities, and networking creation, in order 
to help startups, expand faster. They can use hybrid, 
non-profit, or for-profit methods. Their major objective is 
to create prosperous start-ups that can support 
themselves. Incubators offer the essential infrastructure 
to facilitate the formation and growth of start-ups 
because they often have limited resources. They 
promote the growth of local economies by establishing 
connections between the entrepreneur and its 
surroundings.

According to “Technology innovation hubs and policy 
engagement” a paper of Sambuli and Whitt, published 
in 2017, they relate innovation hubs with innovation 
incubators, accelerators, and labs “are one embodiment 
of a larger lab conceptual space which encompasses 
everything from incubators and accelerators through 
action labs and living labs to co-working spaces.” 
Incubators gained popularity in the 1980s, they provide 
office space for several start-ups in one location. It is 
obvious that lack of business experience hinders 
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company development evolving to support and give 
necessary skills for its business growth. Incubators had 
to broaden their offerings due to the rising demands and 
needs of startups. Since the 2000s, a new sort of 
incubator concept known as “Innovation Hubs” has been 
developed. Hubs offer services to assist new businesses 
to overcome their first obstacles and succeed as Advice 
on business fundamentals, Engaging in networking, 
Promotional Support, Market Analysis and Access to the 
internet.

Innovation hub projects primarily aim to foster business 
relationships between small businesses and 
established corporations. Social communities, 
workspaces, or research institutes known as innovation 
hubs offer industry-specific insights, an understanding 
of current technological trends, and strategic innovation 
management. These hubs make it possible for 
researchers and industry professionals to actively share 
information with those in business, government, and 
academia. Here, decision-makers may network with 
scientists and industry professionals and brainstorm 
solutions to their difficult business problems. 
Additionally, they facilitate the development of 
networks with creating an environment of collaboration 
and communication of the people as they support the 
growth of technology-based businesses with significant 
room for expansion. They serve as springboards for new 
ideas and innovation to develop it and produce a 
sustainable solution to problems of the society. it brings 
together researchers, creators and innovators to nurture 
ideas into industry-changing products and services.

Prieto Mejia, et al, stated in their article “A Hub-based 
University Innovation Model” published in 2019 the 
existence of three types of definitions for the concept of 
innovation Hub. The first is the term "Innovation Hub" 
refers to regional innovation hubs and the bringing 
together of internal and external partners interested in 
the growth of the region, such as the university, NGOs, 
corporations, and the government, other definition of the 
concept is associated to the understanding of the 
university as an innovation center that including various 
agents under its leadership. A final definition of 
innovation hub is that of a “small physical location with 
meeting spaces, technological support, and specific 
characteristics that promote social innovation, 
technological entrepreneurship business innovation”.

Since the 1950s, innovation centers have gained 
popularity on a global scale, with Silicon Valley startups 
based in Stanford Industrial Park serving as the primary 
example. Since then, innovation hubs have appeared all 
over the world as locations where ideas are developed 
and put to use to address current societal issues and 
market demands. Toivonen and Friederici stated that an 
innovation hub should have the following 
characteristics: (a) a large, voluntary, and self-directed 
collaborative community; 

(b) a diverse, heterogeneous membership; (c) physical 
and digital spaces that encourage creative, collaborative 
work; and (d) bringing the global entrepreneurial culture 
to a specific location.

It is the fulfilment of initiatives and programs to provide 
a sustainable and effective solution to the existed social, 
environmental or cultural problems for the benefit of 
society. Over the past several years, a particular kind of 
small-scale, specialized, technology-based hub has 
emerged in Africa and a few other parts of the world, 
showing enormous promise for entrepreneurship and 
innovation. This kind of hub fills a demand for venues 
that may be used for gatherings, community 
improvement, and the production of new commercial 
goods. An innovation hub is a compact area equipped 
with wireless internet access, workstations, seats, 
conference tables, and portable laptops. Presentations, 
gatherings, follow-up meetings, and little artistic 
competitions take place here. The London Hub, 
established in 2005, was the first organization to 
possess these qualities that identify a technological 
and/or social innovation hub. The Nairobi iHub, formed in 
2010, is another sort of Hub that exhibits these 
qualities. It is the organization that has used the term 
“Hub”. There are also other types of technical or 
innovation centers, such as those developed by tech 
firms or in collaboration with governments and 
international organizations, or employee different 
terminology such as the living Labs.

UNIVERSITY FACILITATED HUBS

Launching third-generation Universities that play a 
significant role in tackling pressing issues by tying 
together business and the labor market to create jobs 
alongside education and research represents a 
revolution in how higher education is approached 
around the world. Third generation universities, often 
known as 3GUs, have emerged from 
government-funded, science-based universities to 
become "international know-how hubs" They actively 
engage in knowledge exploitation and serve as effective 
incubators for emerging science- or technology-based 
commercial endeavors. As the wave of entrepreneur 
university emanates in the global, Universities from 
Kenya, Tanzania and Uganda collaborated to create 
Innovation Hubs, new structures designed to offer 
workspace, advice, and support for stakeholder 
engagement in research and innovation, this initiative is 
a part of AHEAD project (African Higher Education 
Leadership in Advancing Inclusive Innovation for 
Development)
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Hub objectives are included

• Organize stakeholder input into research agendas, 
curriculum design, and delivery

• Support entrepreneurship and start-ups through 
consulting or applied research (incl. for scaling of 
grassroots innovations and social entrepreneurship)

• Continue to assess the institution's capacity for 
innovation and make suggestions for development.

• Encourage the formation of consortiums and the 
creation and execution of projects in the areas of 
research and innovation with the goal of acquiring 
funding.

It is anticipated that diversity in people's backgrounds 
and knowledge in many disciplines will foster an 
innovative environment because these factors 
contribute to the development of new and unique ideas. 
In Somalia the concept of innovation centers of higher 
institutions or business companies is not widely 
accepted a limited number of universities adopted and 
intending to grow as an entrepreneurial university

Over the past 20 years, the idea of innovation hubs has 
gained popularity across Africa to discover solutions for 
sustainable development., there are more than 600 
operational hubs in Africa, and there is a lot of interest in 
starting new ones. Three elements, according to Schmitt 
and Muyoya (2020), have stated three factors led the 
growth and expansion of innovation centers in Africa: 
“improved ecosystems and operating environments, 
increased volume of venture funding raised by startups, 
and pre-existing hubs re-working their business models 
to better suit their markets and scaling out”. Innovation 
centers can take different forms on the bases of 
supporting sources. The key enablers for them are 
governments, businesses, and higher education 
institutions.

Government-facilitated innovation initiatives aims to 
develop the innovation capacity of SMEs to increase 
their productivity. Business facilitated innovations are 
established as testbeds for the market viability of 
invested goods and services. On the other hand, 
university-sponsored innovation spaces are typically 
created as platforms for achieving engagement and 
impact goals. On the prospect their functions, 
university-facilitated innovation hubs can be divided into 
different types including.

• Entrepreneurial hubs: platforms created to encourage 
people, primarily corporate stakeholders, to co-create 
and appropriate innovations, frequently in an online or 
offline community environment.

• Experimental hubs: operated as research labs for 
sensing, prototyping, validating and refining complex 
solutions in multiple and evolving real-life contexts.

• Technology labs: operated as technology-diffusing 
environments where technology takes shape in real-life 
contexts and end users are seen as co-producers.

• Pragmatic or translator labs: Dutilleul and other 
authors define pragmatic labs as “designed as launching 
pads for catalyzing the integration of research findings 
into real-life environments where user-led insights are 
cultivated to direct efforts to leverage research skills, 
knowledge and ICT in order to investigate complex 
industry problems and surface tacit, experiential and 
domain-based knowledge that can be further codified 
and communicated”.

EFFECTS OF INNOVATION HUBS

The hubs provide access to knowledge for addressing 
societal needs and wants, they support developing 
human-centered knowledge as they facilitated 
interactive learning, knowledge sharing and 
transformation among a variety of actors. Pancholi and 
other authors addressed 2014 in their article on “Urban 
knowledge and innovation spaces” that Hubs foster the 
development and spread of knowledge-intensive 
activities in the global economy by generating and 
disseminating new ideas. These knowledge activities as 
business management and analysis, product design and 
market research are supposed to enhance the 
co-creation and transfer of knowledge and innovations.
In the other hand, hubs enable people to launch their 
own businesses, grow them, create jobs, and find new 
business opportunities. Hubs provide people with 
entrepreneurial skills and business opportunities with 
co-creation space for sharing of experience and best 
practices. these centers function as social enterprises 
that promote startups and new businesses to improve 
the living standard of the people. Innovation hubs foster 
an entrepreneurial culture, provide access to financial 
resources, and promote in the establishment of new 
businesses. Hubs have seen significant developments in 
social inclusion, capacity building, employment and 
income generation. In general hubs are the root for 
entrepreneurship that opens the way for innovations.

CONCLUSION

The key actors in the creation and dissemination of 
knowledge, technology, and innovation have 
traditionally been regarded as universities and research 
and development (R&D) institutions. Innovation hubs 
and labs are emerging and have the potential to be 
knowledge and technology transfer networks as well as 
generators of socioeconomic development. 
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08. WHY INNOVATION HUBS ARE AN INTEGRAL PART OF THE TRANSFORMATION OF HIGHER EDUCATION?

The application of generated knowledge, improving 
interactive learning, connecting different stakeholders, 
and facilitating the transfer of technology have all been 
shown to have immense potential by the centers and 
laboratories. Innovation hubs include crucial 
components such as networks, collaboration, 
co-creation of knowledge, and innovation. Higher 
education institutions implement the concept through 
foundation centres as they contribute transformation of 
the traditional university into third generations (3Gus) to 
bring knowledge into the market.

They are characterized as collaborative communities, 
diverse and heterogeneous membership, physical and 
digital spaces and bringing entrepreneurship to specific 
locations.
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license, making them the first foreign banks to do 
business in Somalia.

Turkish Ziraat was founded in 2014 with the consent of 
Turkey’s Banking Regulation and Supervision Agency 
(BDDK) with a capital of 675 million Turkish Liras 
funded solely by the Treasury. With the BDDK’s ruling in 
2015, it got an operating license. The Bank of Misr was 
established in 1920 by a pioneering economist and 
financial expert, Mohamed Talaat Harb, who also 
popularized the concept of investing national savings for 
economic and social growth. As a result, Banque Misr 
became the first bank to be owned entirely by Egyptians. 
It now employs more than 20,000 people and serves 
more than 13 million customers throughout Egypt. Its 
total paid-up capital is EGP 15 billion.

Africa has recently become one of the newest 
investment locations in recent years. Since the World 
Economic Forum designated Africa as home to more 
than half of the world's fastest-growing economies, it is 
no longer being discussed in terms of "deficits" and 
"gaps," but rather in terms of opportunities, prospects, 
ventures, and innovation.

Regarding Somalia, it's one of the nations that foreign 
investors are checking out and are interested in its 
commercial opportunities and business information. The 
majority of foreign investors have been focused on 
extracting and exporting natural resources. But then 
after going there, they changed their opinions on mining 
and natural resources, and now focus on 
telecommunications, financial institutions, retail, and 
other business services. So far, the Bank of Egypt and 
Turkey's Ziraat Katilim, which are both state-owned, 
have expressed interest in entering the Somali financial 
institution sector. And the board of the Central Bank of 
Somalia has granted those banks' applications for a 
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Allowing foreign investment is a novel concept in 
Somalia, and after decades of war and upheaval, this is 
the first time the government has publicly said that it has 
guaranteed banking licenses to two international banks, 
which will add value to the development of the Somali 
financial sector and contribute to the growth of the 
economy. This could have both positive and adverse 
consequences for the country's current private banks 
and the economy as a whole.

So far, the Central Bank of Somalia has licensed 13 local 
commercial banks. Some offer a service known as 
Hawala, a money transfer system applied in regions 
such as the Middle East and the Horn of Africa, and 
other basic banking services like collecting deposits, 
while others offer TT, foreign exchange, Islamic 
financing, and other investments. Despite the 
challenges of correspondent banking and LCs, these are 
the most lucrative and profitable areas of operating 
banks.

According to the country's experience, the presence of 
foreign banks may encourage more competition, 
enhance loan distribution, and make it simpler to access 
global capital markets. However, there are costs 
associated with opening a foreign bank account. For 
instance, if foreign banks attract the most lucrative 
segment of the local market, this might put pressure on 
domestic banks and encourage them to take more risks. 
Thus, there is conflicting information about the 
contribution of foreign banks to stability and prosperity. 
As a result, when a foreign bank enters the country, 
domestic banks' performance changes.

APPLYING THE FOREIGN DIRECT 
INVESTMENT POLICY TO 
THE COUNTRY

09. THE ENTRY OF FOREIGN BANKS IN SOMALIA: WHAT IS IN IT FOR THE COUNTRY? 

• The presence of international banks contributes to the 
development of a domestic regulatory and legal 
framework for banking and increases overall 
transparency.
• Foreign banks are expected to provide more stable 
sources of credit as they can look to their parent 
companies for additional funding and have easier access 
to international markets. As a result, domestic financial 
markets are less vulnerable to domestic shocks.
• Foreign banks can reduce the costs associated with the 
recapitalization and restructuring of banks after the 
crisis.
• Foreign banks may provide developing nations with 
much-needed funding as well as technical skills and 
productive innovation in developing countries.

Furthermore, foreign bank involvement reduces the 
likelihood that a nation will go through a banking crisis, 
according to Demirguc-Kunt, Levine, and Min (1998). 
They suggest that the presence of foreign banks reduces 
domestic banks' operating expenses and earnings. 
Foreign banks also boost overall economic growth by 
improving domestic banks' performance.

The impact of foreign bank entrance on the domestic 
banking industry is examined by Claessens, 
Demirguc-Kunt, and Huizinga (1998). They demonstrate 
that, as compared to domestic banks, foreign banks 
often have larger earnings, higher interest margins, and 
higher tax obligations in developing countries. The 
situation is reversed in industrialized nations, though.

Globally, there has been a lot of research done on the 
benefits and drawbacks of entering foreign banks. These 
are the advantages, as outlined by the World Bank in 
2002.

• The domestic banking industry has become more 
efficient as a result of foreign bank participation. 
Competing tends to drive down prices and boost profits 
(World Bank, 2001; Claessens, Kunt, and Huizinga, 
1998).
• Since it is anticipated that the evaluation and pricing of 
credit risks will be more sophisticated, the distribution of 
credits to the private sector may be improved. And this 
might promote more development (Levine, 1996).

THE BENEFITS AND DISADVANTAGES 
OF FOREIGN BANK ENTRY

The effects of foreign bank participation on emerging 
nations are a hot topic of discussion. Critics of foreign 
bank entry argue that foreign banks can cause the local 
banking industry to become unstable for a variety of 
reasons. Here, we'll look at the main disadvantages of 
accessing a foreign bank.

• Domestic banks can be tempted to take on more risk if 
the value of their franchises declines as a result of 
foreign banks entering the market (Hellmann, Murdock, 
and Stiglitz, 2000).
• More advanced services and products attract foreign 
banks, the most profitable part of domestic markets. 
Hence, riskier sectors will be served by national banks.
• Some economic sectors' ability to receive credit may be 
hampered by an expanded presence of foreign banks.
• Foreign banks can increase financial instability by 
withdrawing from host countries or by contagion from 
problems in their country of origin.
• Due to their differing aims and commercial focuses, 
international banks' lending practices sometimes 
disregard domestic priorities. 

FOREIGN BANK 
ENTRY DRAWBACKS
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According to some evidence, foreign banks in emerging 
nations typically generate higher profits, higher interest 
margins, and higher tax obligations than domestic 
banks. The situation is reversed in developed countries, 
though. Another intriguing finding is that when 
international banks enter the market, domestic banks' 
profitability and operating costs decrease.

Furthermore, local banks in Somalia confront unique 
difficulties because of the political and economic 
instability, in addition to the standard difficulties that 
international banks' presence often brings to the host 
nation. For instance, correspondent bank relationships 
are those in which one bank offers financial services to 
another bank, frequently one that is located abroad and 
acts as an intermediary or agent for another bank by 
handling wire transfers, conducting business 
transactions, accepting deposits, and compiling 
paperwork.  

09. THE ENTRY OF FOREIGN BANKS IN SOMALIA: WHAT IS IN IT FOR THE COUNTRY? 

This is a crucial part of the global payment system, 
particularly for cross-border transactions, and our local 
banks frequently declined granting a license for corre-
spondent relations to many nations; yet, some of them 
permitted limited services due to an undisclosed internal 
policy. However, it can be difficult for local banks to com-
pete with international banks that operate cross-border, 
as they do not have access to certain services offered by 
foreign banks

Zainab Mohamud Mohamed, 
Real-estate & Investment Banker 
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Somalia is one of the youngest countries in the world. 
With more than 70% of its population aged between 15 
to 35 years, the country has one of the youngest 
populations in Africa. Yet again, the country 
paradoxically suffers from the least available 
opportunities and resources for its young generation.

yet their governments are still behind the schedule to 
tackle these challenges; therefore, breaking these 
pattern problems into pieces attention, intervention and 
leadership.

However, as the world has been celebrating 
International Youth Day in the Month of August, it’s more 
relevant than ever before to celebrate & reflect on 
challenges as well as demand a robust and radical plan 
to chart opportunities for these young people and 
unlock their full potential to build back a better Somalia 
that stands on its feet and resumes its key role in 
contributing to the global peace, security, and stability. 
To achieve this, here is five practical steps I hope Somali 
governments should manifest to shape positive change 
for its young people to build back a better Somalia.

YOUTH DEVELOPMENT 

BEYOND RHETORIC SOMALI YOUTH 
“EMPOWERMENT”: 5 MEANINGFUL 
WAYS TO SUPPORT YOUTH

MOHAMED OKASH

10
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MISSED POTENTIAL

Somali youth face unique critical challenges hindering 
unleashing their potential. Youth unemployment is at 
the highest level with over 65% unemployed, which 
makes them vulnerable to engage unlaw activities 
including being recruited by extremist groups for 
violence. For nearly three generations since 1991, the 
collapse of the Somali government, these circumstances 
are unfortunately becoming status quo for the youth,
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10. BEYOND RHETORIC YOUTH “EMPOWERMENT”: 5 MEANINGFUL WAYS TO SUPPORT YOUTH

accelerate MSMEs through sponsoring programs and 
enacting enabling policy environment. 

In August 2021, in celebration of International Youth 
Day, I hosted a panel discussion under the theme 
“Lobbying Legal Framework for Startups in Somalia: 
Unlocking Market Opportunities’’. This was aimed to 
improve the environment for businesses to thrive and 
prosper by lobbying the enaction of encouraging 
regulations, accessible sound investments, and 
protection from monopolies to create jobs and boost the 
economy. To mention a few, if SMEs and Startup Acts 
are introduced by benchmarking from the 
best-performing countries, Somalia could have taken a 
progressive step toward building back better its 
economy and addressing Its development 
predicaments. 

The leadership, decision-making bodies and resources 
are in the hands of the few, the elites, while the majority 
of the country is hosting the burden of the few with their 
heavy conglomerates. The business as usual ‘Somali 
Youth empowerment’ rhetoric should be turned into 
actual action. The youth need to be heard so they can be 
understanding their contextual patterns for policy 
planning. By establishing a common ground and 
dialogue space between the generations, the youth will 
be able to deeply understand and learn practically the 
past, present, and future. This improves the contribution 
of the young changemakers by avoiding reinventing the 
wheel. The youth will embrace improving the model of 
change and become better leaders and ancestors. 

1. CREATE SPACE FOR 
INTERGENERATIONAL DIALOGUE

Somali people are innovative and entrepreneurial by 
nature. Their entrepreneurial spirit is unmatched. This 
needs to be taped by improving the entrepreneurial 
ecosystem in the country. Encouraging youth 
entrepreneurship has a development multiplier effect by 
tackling unemployment, creating more jobs, and 
contributing the economic growth and its 
transformation. Also, supporting entrepreneurship is a 
goldmine option for reducing the staggering figures of 
employment in the country which is 67%,] the largest 
rate in the world. For now, thousands of Somali youth 
graduate from universities every year, and there are not 
thousands of job opportunities available for them. The 
supply and demand forces of the labour markets are not 
balanced. Therefore, fostering entrepreneurship could 
be a game changer to address the issues. For my 
first-hand experience in working for and with the young 
people in startups and MSMEs at SIMAD Innovation lab, 
we identified and document more real impacts in 
entrepreneurial training than in almost any other field. 
Incubating or accelerating MSMEs will not only create a 
job for Its founder but also create job opportunities for 
many others.

Furthermore, there is a growing revolution of emerging 
Entrepreneurial Supporting Organizations (ESOs) across 
the country which is a significant indication of where the 
country puts its feet on development. Almost every 
major city has either a fully-fledged innovation hub, or 
ESOs that is supporting youth innovation and 
entrepreneurship, but the working condition of these 
innovation hubs are quite restricted with limited 
availability of resources and lack favorable policy 
environments. The Somali government should support 
these existing Innovation hubs to incubate and 

2. NURTURE INNOVATION 
AND ENTREPRENEURSHIP 

Access to finance has been a major bottleneck to 
starting, scaling and growing business and social 
initiatives in Somalia. For the last 3 years of working 
with social entrepreneurs, I have learned most startups 
and youth initiatives are short-lived due to limited 
available funds. Traditionally, most founders raise 
capital from family and friends which usually is not 
enough while few have limited access to loans from the 
bank. But the challenge with banks remains alarming. 
Banks don’t offer enough capital to start a business and 
the cost of doing business in Somalia is extremely high, 
also the banks avoid taking risks in investing ideas or 
early-stage businesses which demotivates the young 
innovators to advance solutions for the communities. 

Creating a dedicated National Youth Fund- with strict 
accountability mechanisms will accelerate the 
motivation and the innovation to start a business and 
seek formidable innovative solutions for the most 
pressing challenges in Somalia. For the start, the 
government can budget only $1 million to award 
through open, transparent competition across the 
nation. National Innovation competition would be 
hosted across the nation with a specific theme that 
reflects the need of the community on annual basis. The 
themes should be also aligned with the 9th National 
Development Plan and Sustainable Development Goals 
so the country can achieve them both not only from a 
top-down policy approach but also from bottom-up 
youth-centred contributions.  

Additionally, since Somali women represent most of the 
Somali population and the majority of MSMEs in the 
country, 50% of the national youth fund should be 
allocated to women-led entrepreneurs to accelerate 
Nobel community contributions. 

3. ESTABLISH A NATIONAL
YOUTH FUND  
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10. BEYOND RHETORIC YOUTH “EMPOWERMENT”: 5 MEANINGFUL WAYS TO SUPPORT YOUTH

Building a new peaceful and prosperous Somalia 
requires engagement and participation by all key 
stakeholders more importantly the largest segment of 
the population, the young people.
Unfortunately, the youth mechanism and institutions are 
not well placed in Somalia. For instance, the national 
youth council has not yet been established in Somalia. 
To better protect, represent and reflect the voices, 
interests, and rights of youth across the government, 
youth must be part of the decision-making and public 
policy process. Ensuring the youth's political 
participation is not a privilege but rather a political 
fundamental right which should protect the provisional 
constitution. Additionally, a national youth Act should be 
passed through parliament to instrumentalize youth 
issues including the creation of youth quoted in the 
parliament and the creation of the National youth 
council from the district level to the national. 

4. INCLUDE YOUNG MEN AND 
WOMEN IN DECISION MAKING 

Establishing the office of special envoy for youth affairs 
would bring closer the youth to their government and 
promote their voices on the national and global stage to 
address their needs and right since they are the majority 
of the population but least represented across 
government spheres. The office would work closely with 
existing various ministries, departments, and agencies 
(MDAs) to protect, promote, and empower the interest 
Somali youth at the national, regional, and global levels, 
by securing their participation role in various layers of 
the government with a special focus on the most 
marginalized youth.

The office of the special envoy should harmonies and 
coordinate all youth-related programs at the national 
level to ensure every program run by either local youths, 
international organization or public and private sectors 
are aligned to national development priorities, 
sustainable development goals (SDGs) and Africa 
Agenda 2063. Additionally, the special envoy would 
serve key youth advocates by reforming or introducing 
national youth policies and programs to create a 
conducive environment for young people to thrive 
personally and professionally. It's clear the significance 
and potential value of this office might add to the lives of 
the Somali youth if it’s established with rightful 
personal,  resources and political will from all the 
branches of the government. 

5. APPOINT SPECIAL 
YOUTH ENVOY 

As the number of entries for the competition grows in 
number year after year, resources should be mobilized 
through a multistakeholder approach by bringing 
together the public, private, civil society, academia, and 
the media to fundraise and manage the funds. By 
embracing the multistakeholder approach it would 
create sustainability, increase the sense of ownership, 
and build trust among the young people and Somali 
people at large. 

Mohamed Okash, 
Editor-In-Cheif, SBR
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