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 Abstract 


Somalia suffered several throughout the decades fluctuating between famines, wars, droughts and for 
 most  of  the  past  two  decades,  with  no  government  to  address  these  humanitarian  disasters  or  to 
 provide  any  basic  services  for  its  calamity-stricken  population.  The  financial  system  was  in  a  total 
 collapse and 98% of its currency was counterfeit. The large Somali diaspora, because of these crises, 
 supported 40% of the Somali population with their donations, but how? This thesis posed the question, 
 how can the Somali diaspora most efficiently send remittances to Somalia?  


A pragmatic stance with a case study approach and a mixed method was chosen to explore 
this research question. The literature review on remittances did not provide any theories for the choice 
of  a  remittance  channels  in  a  conflict/post-conflict  setting  and  thus  mainly  transaction  cost  theory 
(Williamson, 1979, 1981) was applied combined with an element of trust (Granovetter, 1985b) in an 
analytical framework developed for this paper. This was to explore the transaction costs of any possible 
remittance channel, formal or informal. The research findings mapped out the different remittance 
channels and found that despite the barriers of political, economic and humanitarian character, mobile 
money  organizations  provided  an  opportunity  taken,  in  terms  of  remittances  for  the  Somali 
population.  Mobile  money  organizations  came  out  with  the  lowest  transaction  costs  of  all  the 
remittance channels examined and with a wider spread and better integral capabilities for the Somali 
society. The theoretical implication of the findings is that theory can be complemented by a certain 
level  of  interdisciplinarity,  to  develop  a  more  holistic  understanding  of  the  object  of  analysis.  For 
empirical implications policy makers can be more informed about, what the preferences and plights 
are  of  a  diaspora,  because  if  legislation  is  too  heavy-handed,  the  informal  channels  will  be  forced 
underground in cases where it could have been avoided. 



(3)3 | P a g e



Table of content 


Table of content ... 3 


1  Introduction ... 6 


1.1.1  Research Question ... 7 


1.1.2  Structure of the Thesis ... 7 


2  Method of this paper ... 8 


2.1.1  Research philosophy ... 8 


2.1.2  Research approach ... 10 


2.1.3  Research strategy ... 11 


2.1.4  Research Choice ... 11 


2.1.5  Time Horizon ... 12 


2.1.6  Data Collection Analysis ... 12 


What Does the Literature State on Remittances – Literature Review ... 16 


2.1.7  Remittances and Development ... 16 


2.1.8  Remittances and Motivations ... 19 


2.1.9  Remittances and Conflict/Post-conflict ... 20 


2.1.10  Remittances and Channels/Channels ... 21 


3  How can remittance transactions be analysed theoretically? – Towards an 
 Analytical Framework for Remittance Channels... 24 


3.1.1  The Inclusion of TCT into the Analytical Framework ... 24 


3.1.2  Critique of Transaction Cost Theory (TCT) and its use in this paper ... 26 


3.1.3  The Social Aspect of Remittances in the Form of Trust ... 28 


3.1.4  Measurable dimensions of efficiency ... 29 


3.1.5  Ease of Verification ... 30 


3.1.6  Uncertainty (TC) ... 31 


3.1.7  Frequency of Transaction ... 32 


3.1.8  Collateral/Trust ... 33 


3.1.9  Transparency/Formality ... 33 



(4)4 | P a g e


3.1.10  Governance Structures related to TCT ... 34 


4  Empirical Section- What is the importance of remittances to Somalia? ... 35 


4.1.1  The Current Situation of Somalia ... 35 


4.1.2  The Financial Infrastructure of Somalia ... 37 


4.1.3  The Social Structure of Somalia ... 37 


4.1.4  Remittances – A Lifeline for Somalia ... 38 


4.1.5  Barriers for Remittances as a Lifeline ... 39 


4.1.6  Views of the Somali diaspora on the use of channels for remittances... 44 


5  Analytical Section - What are the channels used for remittances & what are the 
 advantages and disadvantages for each? ... 49 


5.1  The Different Remittance Channels ... 50 


5.1.1  The Remittance Channel – Money Transfer Organizations ... 50 


5.1.2  Advantages and disadvantages – MTOs ... 52 


5.1.3  The Remittance Channel – Mobile Money Organizations ... 53 


5.1.4  Advantages and disadvantages – MMOs ... 55 


5.1.5  The Remittance Channel – Informal Value Transfer Systems ... 56 


5.1.6  Advantages and disadvantages – IVTS ... 59 


5.1.7  The Remittance Channel – Banks ... 61 


5.1.8  Advantages and disadvantages – Banks ... 63 


5.1.9  Conclusion of analysis ... 65 


6  Implications for theory and practice ... 66 


7  Conclusion ... 68 


Bibliography ... 69 


APPENDIX I – Personal Interviews and Surveys ... 84 



(5)5 | P a g e
 Abbreviations 


AML – Anti-Money Laundering legislation  MMO – Mobile Money organizations 


CBOS – Central Bank of Somalia  MTO – Money Transfer Organizations 


CFT – Counter-Financing on Terrorism  ODA – Official Development Assistance 


CPI – Corruption Perception Index  RQ – Research Question 


GDP – Gross Domestic Product  R2D – Remittances to Development 


GSM – Global Systems for Mobile Communications  TC – Transaction Cost 
 IDP – Internally Displaced People  TCT– Transaction Cost Theory 
 IFI – International Financial Institution  VSAT – Very Small Aperture Terminals 
 IVTS – Informal Value Transfer Systems 


List of figures  List of tables 


Fig.1, Structure of the Thesis  Tab. 1, Respondents spread from survey 


Fig.2, Structure of the Research Onion  Tab. 2, TCT variable levels rendered into numerical values 
 for increased measurability 


Fig.3, Global spread of respondents  Tab.  3,  Range  of  possible  values  for  variable  of  ease  of 
 verification 


Fig.4, Structure of the Thesis  Tab. 4, Range of possible values for variable of uncertainty  
 Fig.5, Structure of the Thesis  Tab. 5, Range of possible values for variable of frequency of 


transaction 
 Fig.6, Analytical framework based on TCT and the 


element of trust 


Tab. 6, TC variables and element of trust, combined with 
 relevant variables for remittance channels in totality 
 Fig.7, Structure of the Thesis  Tab. 7, Special recommendations from the Financial Action 


Task Force 


Fig.8, The Social Structure of Somalia  Tab. 8, Barriers vis-a-vis TC on a macro and micro level 
 Fig. 9, Word cloud of qualitative data.  Tab. 9, Crosstab from quantitative data on the age-groups 


versus preferred characteristics 


Fig.10, Structure of the Thesis  Tab. 10, Crosstab between preferred characteristics and 
 remittance channels 


Fig.11, IVTS operations specific to Somalia  Tab. 11, Crosstab from quantitative data on remittance 
 amount and gender 


Fig.12, Analytical framework illustrating remittance 
 channels relative to their total TC 


Tab. 12, Summary advantages and disadvantages of MTOs 
 Fig.13, Structure of the Thesis  Tab. 13, TC variables in totality, MTO 


Fig.14, Structure of the Thesis  Tab. 14, Summary advantages and disadvantages of MMOs 


List of charts  Tab. 15, TC variables in totality, MMO 
 Chart 1 – Most important factors when 


choice of a remittance channel is made, 
 quantitative data from survey. 


Tab. 16, Summary advantages and disadvantages of IVTS 


Chart 2 –   Choice of remittance channel in survey  Tab. 17, TC variables in totality, IVTS 


List of matrices  Tab. 18, Summary advantages and disadvantages of banks 
 Matrix 1, Matching governance structures with 


transactions in capital markets (Williamson, 1979) 


Tab. 19, TC variables in totality, banks 
 Matrix 2, Matching governance structures with 


transactions in capital markets, complete (Williamson, 
 1979) 


Appendix 


Codebook – for qualitative interviews, qualitative data  Respondent sorted on country IP 
 Crosstab – occupation vs amount remitted, quantitative data  Word frequency result 


Flowchart – transaction cost theory 
 Hierarchy chart – qualitative data 


Interviews, five qualitative interviews, incl. their consent 
 Literature overview – schools of thought 


Quantitative report, complete 
 Quantitative questionnaire, complete 


Raw data from survey – Sending money to families and friends 



(6)6 | P a g e



1  Introduction  


Somalia1 suffered from being torn between warlords after the fall of the president during 
 the 90s and since then, the country has not been able to recover into a fully functioning state. This 
 includes the ability to provide basic services to its citizens through established institutions, as well as 
 instilling trust in the financial infrastructure. The people of Somalia have experienced several famines 
 and conflicts and have provided plenty of tragic headlines in the media ever since. The post-cold war 
 period  exasperated  the  state  of  Somalia  to  the  extent,  that  Africa  in  general  was  deemed  the 


“forgotten continent” (Abrahamsen & Bush, 2003). More so with Somalia which for the past 15 years 
 has occupied the 180th spot on the Corruption Perception index (CPI) – from among 180 countries 
 (Transparency International, 2019). 


The  situation  of  being  left  in  a  neglected  state  on  many  levels,  spawned  a  significant 
 amount  of  people  emigrating  from  Somalia  forming  a  large  diaspora2,  currently  consisting  of  a 
 population of approximately two million Somalis (M. A. Elmi & Ngwenyama, 2020; IOM, 2019). Not 
 everyone was able to or had the funds to emigrate and those left behind in Somalia are living in state 
 of  fluctuating  between  a  conflict  and  post-conflict  context.  Somalia  is  a  country  with  a  strong 
 allegiance to clans, families, and religion. Families have members from their nucleus or periphery of 
 relatives being part of the diaspora. Members of the Somali diaspora are supporting more than 40% 


of  the  total  Somali  population  with  an  estimated  $1.4  billion  a  year  and  exceeds  most  official 
 development aid streams (ODA) (M. Elmi & Ngwenyama, 2019).  


One of the current questions departing from this scenario is, how does money from the 
 diaspora or remittances reach Somalia and in what way?  The probable implication also departing 
 from this scenario, is that remittances from the diaspora face unsurmountable obstacles to reach 
 Somalia and the consequences are real. The lifeline of the transactions reaching them, is essential 
 and the challenges are compounded by the heavy-handed legislation post 9/11 (Orozco & Yansura, 
 2013b; Plaza, 2014; Viles, 2008; Weiss Fagen & Bump, 2006). To be more precise, how are financial 
 transactions from abroad, i.e. remittances, organized in a country, where the financial system has 
 collapsed and without a stable government after years of conflict? There are obvious challenges of 
 how  remittances  can  reach  those  in  need  of  them  in  Somalia.  There  are  a  range  of  remittance 
 channels available, some formal remittance channels and some are more informal in their modus 


1 Focus will mainly be on Somalia and not Puntland or Somaliland due to the very different political and 
 economic context or the international legal status of either. The author does not take any position on the 
 matter here. 


2 Defining “diaspora” and sufficing for the purpose of this paper, the definition used by UNDP serves the goal. 


1. It includes three aspects which are: Dispersal of a population from an original homeland. 2. Continued or 
reinvigorated  orientation  towards  a  real  or  imagined  homeland.  3.  Identities  based  on  boundary-
maintenance in relation to a host society (Hammond et al., 2011). 
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operandi. Combining the obvious needs of people in a dire situation, with a collapsed financial sector 
 in Somalia, the compounded risk of a perpetual conflict and heavy-handed regulation, this paper can 
 formulate the following research question considering those challenges:  


1.1.1  Research Question 


How can the Somali diaspora most efficiently send remittances to Somalia?  


From the main research question a few sub-questions needs to be answered to fully comprehend the 
 main research question. 


•  What does the literature state on remittances? 


•  How can remittance transactions be analysed theoretically? – 
 Towards an analytical framework 


•  What is the importance of remittances in Somalia? 


•  What are the channels used for remittances and what are the 
 advantages and disadvantages for each?  


The  discussion  on  remittances  will  be  limited  to  the  transaction  channels  themselves  from  the 
 diaspora to the country of origin and will not address the literature on migration and remittances, 
 despite their interconnectivity. The remittances will be limited to those of pecuniary micro-level and 
 unidirectional kind from a diaspora to family members in the country of origin (Maimbo & Ratha, 
 2005a;  Yang,  2011b)  They  will  not  be  expanded  into  what  some  researchers  define  as  social 
 remittances  (Carling,  2014a;  Lindley,  2009b).  Consequently,  the  author  is  fully  aware  that  not  all 
 aspects  can  be  covered,  when  focusing  on  the  micro-economic  approach  in  this  paper  related  to 
 remittances.  


1.1.2  Structure of the Thesis 


An  outline  of  the  thesis  follows  from  this  point  on  towards  the  chosen  method  of  the 
 paper. In this chapter the chosen method will be elaborated on why there is a scientifically better fit 
 compared with other methods to the research question (RQ). The literature review will provide an 
 overview on what research and policy states on remittances to narrow down the gap in the literature. 


An analytical framework will be developed, considering the literature review, to present a method 
with which to use the theories chosen and why. The theories will be used to establish a model, which 
will  define  measurable  variables  to  evaluate  the  different  remittance  channels  in  the  quest  of 
answering the RQ. The empirical part of the thesis will focus on the importance of remittances for 
Somalia  and  the  barriers  and  challenges  connected  with  the  different  remittance  channels.  The 
empirical part will also reflect the views of the Somali diaspora. The analytical chapter will investigate 
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the  current  solutions  applied  in  connection  with  the  remittance  transactions  in  Somalia  and  the 
 related  advantages  and  disadvantages  for  each  generic  remittance  channel.  Furthermore,  the 
 analytical part will fill the proposed analytical framework with the data available from the empirical 
 chapter. A discussion of the results will be followed by concluding remarks, which will sum up the 
 findings and provide an answer to the RQ, ending with a chapter on implications for both theory and 
 practice. 



2  Method of this paper 


Fig. 1 – Structure of the thesis 


Fig. 2 - Research onion – rendered in accordance with the choices made in this thesis by the author 


2.1.1  Research philosophy 


The paper will apply the research onion to organize this thesis and as can be seen above 
 in figure two, each step will be catered for below (Saunders et al., 2009). The choice of a pragmatic 
 research  philosophy  in  this  paper,  is  mainly  grounded  in  the  research  problem  and  the  RQ 
 (Saunders  et  al.,  2009),  which  stems  from  a  wondering  on  how  diasporas  are  able  to  transfer 
 money abroad to their kith and kin in a conflict/post-conflict context. The problem is connected 
 to  the  pondering  over  an  issue  and  how  this  can  result  in  actionable  results  from  a  practical 
 perspective  (Saunders  et  al.,  2009),  effectively  focusing  on  the  research  problem  and  RQ  as  a 
 compass for what tools and methods are needed. Had it been the power relations, for an instance, 
 between banks and the informal methods of transferring money because of an strong assumption 


Introduction  Method  Lit.review  Empirical part 


Analytical part 
 Conclusion  Implications 


Analytical Framework 
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that the perspective of the informal methods of transfers are being silenced by the banks, the 
 author  would  have  chosen  the  post-modernistic  research  philosophy,  relying  mainly  on 
 qualitative methods of analysis (Saunders et al., 2009), but that is not what the RQ is seeking to 
 dismantle.  To  elaborate  on  what  implications  for  this  research  would  have  been,  then  the 
 interpretivist research philosophy would have given a greater emphasis by conducting in-depth 
 interviews, to obtain as rich and detailed dataset with people and communities in Somalia and 
 solely focusing on qualitative evidence (Saunders et al., 2009). This paper does acknowledge the 
 importance  of  the  social  structures  having  a  share  in  the  shaping  of  economic life  and  from  a 
 pragmatic perspective, the paper can include an aspect of a social structure and how it generates 
 trust in economic life. This is because the pragmatic approach does not take a specific research 
 philosophy but is rather directed with the research problem and the RQ (Saunders et al., 2009).  


If  there  was  a  single  truth  to  the  reality  researched,  then  experiments  in  a  controlled 
 environment  should  have  taken  place  and  a  positivist  research  philosophy  would  have  been 
 applied  (Saunders  et  al.,  2009).  It  would  have  viewed  the  organizations  and  social  entities  in 
 Somalia  as  natural  phenomena,  i.e.  the  clanship  of  Somalis,  void  of  any  human  influence  like 
 feelings,  emotions  and  thoughts,  unless  measurable  and  from  them  law-like  generalizations 
 would be deductible, i.e. as a natural scientist considering natural phenomena (Saunders et al., 
 2009). This paper acknowledges the positivist stance on surveys and thus quantitative interviews 
 are  part  of  the  research.  The  mixed  method  chosen  for  this  paper  with  both  quantitative  and 
 qualitative  interviews  and  the  subsequent  coding  process  of  the  quantitative  data  validating 
 them,  involves  some degree  of  value imposition  and  data  interpretation  from the  author.  The 
 positivist  stance  would  not  have  regarded  that  as  a  pool  of  knowledge  in  researching  reality, 
 unless quantifiable, because they view their research as free from any human values influencing 
 the research (Saunders et al., 2009).  


The  final  research  philosophy  of  critical  realism  would  have  investigated  any  causal 
 relationships from a historical account, because history can offer explanations for the reality that 
 is being researched (Saunders et al., 2009). That is only the case to a limited degree in this paper, 
 as  only  a  brief  historical  account  will  be  given  with  regards  to  its  political,  financial  and  social 
 structure, but not an in-depth historical account as in critical realism and that is because this paper 
 does not view the truth from one single historical account, but from multiple angles in line with 
 the pragmatic approach (Saunders et al., 2009). 


The  research  problem  extends  itself  into  the  RQ  (Yin,  2009),  which  also  confirms  the 
choice  of  the  pragmatic  approach,  as  explained  above,  through  the  explorative  nature  of  the 
research and the RQ (Yin, 2009). The way that can be seen, is because we would like to explore 
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how the diaspora is remitting in conflict/post-conflict context and what the advantages and the 
 disadvantages  are  between  the  different  remittance  channels.  This  perspective  has  not  been 
 researched before and that is why we are deploying exploration in this research. The contributing 
 factor is that; no theory has been developed for the specific purpose of the choice of channels by 
 the diaspora in a conflict/post-conflict setting, when remitting in the most efficient way, as will 
 be disclosed by the literature review. This further strengthens the choice of a pragmatic research 
 philosophy  with  an  explorative  research  nature  and  question,  because  the  need  to  explore 
 unchartered territory is present for the research to be able to highlight the problem and come 
 forth with a possible practical solution (Yin, 2009). The nature of the research will be exploratory 
 because this paper will try to identify some variables to explore an un-researched phenomenon 
 (Bryman  &  Bell,  2011a).  The  exploratory  nature  of  the  research  will  gather  the  results  in  an 
 analytical framework of all the different remittance channels, but it is not the intent to produce a 
 new theory but only to inform future research of a development of a possible new theory (Bryman 


& Bell, 2011b). However, it is the intent that this paper will attempt to inform the vast research 
 on remittances and its implications for both receivers and senders and whether we can explore a 
 certain level of generalizability from the RQ posed when the results will appear.  


2.1.2  Research approach  


The relationship between empirical and theoretical data will take a deductive approach 
reviewing both quantitative and qualitative research, to reveal any blind angles from the literature 
on the research on remittances and to provide a conceptual clarification for the development of 
a  model/hypotheses  which  can  be  testable.  This  will  result  in  an  analytical  framework  with 
measurable  variables,  which  will  apply  empirical  data  into  a  model  developed  by  the  author, 
which  will  be  an  inductive  phase.  While,  deductive  there  will  be  inductive  elements  as  the 
research is explorative due to the wish of seeking clarification of the problem treated in this paper 
(Saunders et al., 2009). The deductive phase will take place when the literature is being reviewed 
for any theories applicable for the RQ stated. The deductive phase will also be present when this 
paper applies theories on the empirical data available, the survey and qualitative interviews. The 
inductive phase takes place right after the literature review, when this author realizes through 
exploration,  that  no  specific  theory  exists  for  the  purpose  of  remittance  channels  and  their 
advantages and disadvantages, (Bryman & Bell, 2011b) which then leads to the deductive stage 
of  including  theory.  Hence  there  will  be  both  a  deductive  and  inductive  approach  but  with  a 
dominant deductive approach for this paper to produce some research recommendations. The 
inductive part is present again, when the paper will seek generalizations from the specific problem 
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of remitting in conflict/post-conflict situation to the general problem of remittance channels at 
 the end of the paper (Flyvbjerg, 2006; Saunders et al., 2009).  


2.1.3  Research strategy 


The strategy applied will be a case study approach (Saunders et al., 2009) and the chosen 
 case  study  setting  will  be  Somalia.  As  Somalia  is  a  country  in  a  conflict/post-conflict  setting, 
 remittances  in  this  context  could  be  generalized  for  other  countries  in  the  same  settings  and 
 possible generalizations will be made with (Flyvbjerg, 2006) in mind. This is to determine which 
 kind of generalizations this paper may infer from the findings. The chosen case study approach 
 will include a multiple case study as well, which will be the embedded form and not the holistic 
 form (Yin, 2009). The multiple case study involves, that the unit of analysis will be the different 
 forms  of  transactions  available  as  generic  entities  in  the  Somali  case  study  context  and  that 
 multiple sources of evidence will be used, respectively surveys and interviews (Saunders et al., 
 2009; Yin, 2009). For this reason, this choice of strategy is the opposite of the experiment as a 
 research strategy because it is undertaken in a highly controlled environment. The reason is that 
 the RQ can only be answered through the environment context and case study approaches are 
 undertaken within that context (Saunders et al., 2009). It will not involve the companies executing 
 the  transactions  and  the  environment  they  operate  in.  The  multiple  cases  will  go  through  a 
 replication  of  the  same  measurable  variables  to  ensure  that  we  can  compare  the  different 
 remittance channels in the analytical framework (Yin, 2009). Viewing the transaction channels as 
 generic entities, it will benefit suggestions for generalizations and recommendations about the 
 remittance channels in conflict/post-conflict situations at the end of the paper, so that the paper 
 may be able to broaden the findings at the end. The research question itself also provides a basis 
 for the case study approach because it is mainly a “how” question, it does not require control of 
 behavioural events and the focus is on contemporary events (Yin, 2009). 


2.1.4  Research Choice  


This choice of the multiple case study as a research strategy is done for data not to be 
limitless and more manageable. If the production of data were to be initiated from a holistic angle 
in  a  multiple  case  study,  it  would  yield  a  considerable  amount  of  data  and  focus  could  be  in 
jeopardy. The holistic approach as the word itself implies, would include the environment be it 
social, political, economic, demographical, the specific companies themselves, their strategies and 
their position alongside competitors (Yin, 2009). The focus of the RQ and problem is thus on the 
transaction itself between the different remittance channels available in the market and hence 
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the strategy of an embedded multiple case study makes for a better strategic fit for the purpose 
 of the paper.  


2.1.5  Time Horizon 


The  phenomena  being  studied  relating  to  the  different  channels  used  for  transactions 
 between  a  diaspora  and  its  home  country  will  take  the  time  aspect  as  snapshot  of  current 
 phenomena. As time is somewhat limited when conducting a master’s thesis there also a limited 
 option for making a longitudinal study (Saunders et al., 2009). That is also evident from the RQ 
 which,  therefore  embraces  a  more  cross-sectional  time  horizon.  Historically  some  aspects  will 
 inevitably  be  covered,  as  explained  in  the  section  of  research  philosophy,  in  relation  to  what 
 importance the remittances have played and what role they have today for the receiving country. 


In general, though a snap-shot/cross-sectional time horizon will be used for the purpose of this 
 paper, because that will suffice to answer the RQ (Saunders et al., 2009).  


2.1.6  Data Collection Analysis 


As the research philosophy of this paper is pragmatic and the nature of the research is 
 exploratory and mainly deductive although with inductive elements, this funnels our choices into 
 a tract. The paper will deploy a mixed method consisting of both quantitative and qualitative data. 


This also confirms the nature of this paper as having a dominant deductive and less so inductive 
 element, as outlined in the research approach above. The quantitative data will be collected from 
 a  survey,  designed  as  a  structured  standardised  questionnaire  being  distributed  through  the 
 internet, social media, and mobile applications, amongst members of the ethnic group concerned. 


This  stream  of  data  will  take  the  character  of  primary  data  and  fits  with  the  deductive  phase 
 (Saunders et al., 2009).  


The survey  is  one  of  the  ways  of  gaining insight into  the priorities  and  patterns  of  the 
diaspora when they remit back to their home country. The survey strategy fits well into this papers 
dominant  deductive  approach  and  the  exploratory  nature  (Saunders  et  al.,  2009).  The 
combination of both survey and multiple case study is also a question of going beyond what a 
survey can explain (Yin, 2009). The survey will give quantifiable results which can give an idea of 
the  preferences  our  target  group  have  on  remittance  channels.  But  the  survey  cannot  go  any 
deeper  because  the  format  is  too  simple  to  go  into  the  complexities,  on  how  the  remittance 
channels are being organized in real life and what the pros and cons are (Yin, 2009). Hence, the 
other  primary  source  of  data  will  be  targeted  qualitative  structured  concise  interviews  from 
individuals who are engaged in remitting to their families and will be one of the inductive phases 
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(Saunders et al., 2009). These will have a qualitative nature because the questions will encourage 
 open-ended answers. The third source of evidence, as this paper started out as a desktop study, 
 will be secondary data from research articles and empirical reports. Different databases like that 
 of  Business  Source  Complete  was  searched  for  as  well  as  the  online  library  database  of 
 Copenhagen Business School. It the aim that the three streams of data will be able “to increase 
 the confidence in research data” through triangulation (Saunders et al., 2009; Thurmond, 2001). 


The method of triangulation applied, due to the application of both qualitative and quantitative 
 data collection methods, will be that of a methodological triangulation of a “between and across”-
 method. This is also because it follows the paradigmatic approach set out in this paper (Barbour, 
 1998)  and  it  is  the  method  most  suitable,  when  collecting  qualitative  and  quantitative  data 
 (Thurmond, 2001). The analysis will be done qualitatively on qualitative data and quantitatively 
 on quantitative data (Yin, 2009) through respectively the coding process for the qualitative data 
 and the processing and crosstabs and graphs for the survey data. 


At the initial stages this paper started out as a desktop study solely relying on secondary 
 data,  but  when  this  author  became  more  informed  about  the  subject  and  questions  and 
 conversations started to develop with the diaspora concerned, an opportunity for broadening the 
 collection of data presented itself and it was one that had to be utilized upon. This process further 
 confirms  the  exploratory  nature  of  this  research  because  the  level  of  adaptiveness  is  high  in 
 exploratory research and within the pragmatic approach (Saunders et al., 2009). The reason to 
 choose the mixed method approach is to investigate how primary data gathered both through 
 qualitative and quantitative methods, as mentioned, can be dovetailed into giving the paper a 
 clearer  picture  of  the  use  of  remittance  channels  (Saunders  et  al.,  2009).  This  will  not  only 
 facilitate different data collection methods in the analysis, but it will also reveal if there is any 
 complementarity in the data, which can further strengthen the findings in the analysis (Saunders 
 et  al.,  2009;  Thurmond,  2001).  It  will  help  to  contextualise  the  remittance  channels  into  the 
 discussion of where the development is heading and what the paper can infer from that (Saunders 
 et al., 2009), along with increasing our ability to interpret the results (Denzin, 2009).     


Summary 


The research philosophy taken by the author is that of a pragmatic stance, due to the 
contemporary problem of remitting to a conflict/post-conflict country, which needs a practical 
solution. This calls for a research which is exploratory in its nature to investigate how the Somali 
diaspora can send remittances most efficiently. The research approach will mostly be deductive 
to review quantitative and qualitative research, so that a conceptual clarification may take place 
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and a testable model developed. Elements of an inductive approach will also be present, when no 
 theory  is  available  and  when  the  possible  attempts  to  generalize  the  results  will  happen.  The 
 research strategy will be a case study with a multiple case study in the embedded form. The unit 
 of analysis will be the different transaction channels as generic channels because the research of 
 them cannot be undertaken outside its environment. The multiple case study in the embedded 
 form is chosen as a research choice because data should be kept limited and focus maintained, 
 which  is  well-aligned  with  a  cross-sectional  time  horizon.  The  data  collection  will  be  a  mixed 
 method  containing  three  sources  of  evidence.  Two  primary  sources  in  the  shape  of  surveys 
 (quantitative)  and  in-depth  interviews  (qualitative)  and  a  secondary  data  source  consisting  of 
 research journals and policy reports. Triangulation of evidence will take place in the analysis. 


Quantitative data 


The  quantitative  survey  is  the  second  strain  of  evidence,  for  which  the  author  utilized 
 gatekeepers in the Somali community to disseminate information and links regarding the survey. 


This method is called snowball sampling and the reason why that was utilized was because of the 
 uncertainty of the size of the Somali diaspora (Bryman & Bell, 2011b; Saunders et al., 2009) and 
 it is a well-aligned method for exploratory research (Saunders et al., 2009). This method belongs 
 to the non-probability sampling and the response rate was just above 50 %, but what works in 
 favour of the representativeness of the respondents collected is the cultural homogeneity of the 
 group targeted. Even if this took the estimations of the Somali diaspora to be the two million, 
 which has been estimated by the IOM (IOM, 2019), then with a 5% margin error for one million 
 individuals, the sample size should have 384 people interviewed (Saunders et al., 2009). Hence, 
 for the RQ it was a tool to gather data on, how the diasporas are remitting and to explore what 
 their preferences for their choices of remittance channels were in conflict/post-conflict context. 


The online survey was sent around on social media platforms and SMS (Saunders et al., 2009), 
 where  memberships  were  reflected  in  the  social  and  cultural  homogeneity.  This  collection  of 
 evidence is well aligned with the case study approach (Yin, 2009). The survey links were generated 
 with Qualtrics and appeared as anonymous links and data was analysed using the same software. 


The questionnaire, see appendix, started with an introduction, which stated that the respondents 
were taking part in a research for a student at Copenhagen Business School. The reason why the 
links were made anonymous was to minimize any bias from the author to the respondents. The 
distribution of the surveys went broader with the use of gatekeepers and below the global spread 
can be seen in the table and pie. See raw data for respondents sorted on IP-addresses in appendix. 
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Fig. 3 Global spread of respondents and Table 1 – Respondents amount spread from online survey, based on IP-addresses 


As the responses completed, a clear bias revealed itself, which was reflected in the age 
 group targeted. The age group was lacking a greater representation of the elderly generation in 
 the age groups from between 55-65 to 65-75. More than 70% of the respondents were below 35 
 until the age of 18. In contrast approximately 28% were above the age of 35. This shows that there 
 is a generational bias of the result reflecting remittance patterns among the young generation of 
 Somalis and the preferences to remittances. The survey does not reflect the elderly generation, 
 which subsequently can give an unbalanced conclusion. The chart of question two in the survey 
 report illustrates the generational bias of answers given by the respondents.  


Qualitative data 


To  ensure  a  more  in-depth  snapshot  of  the  details  on  remittances  and  aligning  the 
 method of coding with the RQ (Elliott, 2018), a correct coding method needed to be chosen.  This 
 paper took a pragmatic approach to the RQ and thus the author was open to whatever method 
 would be relevant in light of the RQ (Saldaña, 2013). Having said that it was also essential that the 
 qualitative  interviews  produced  answers,  which  would  be  useful  for  the  analysis  and  thus  the 
 author allowed a mix of two methods in the coding process, which would suffice for the purpose. 


The mix of compatible methods to be used for this paper was the “descriptive” method of coding, 
 which to an extent would summarize the words used by the interviewees into labels relevant for 
 the study (Saldaña, 2013). The secondary method would be the “In Vivo” coding because as an 
 exploratory study, it was important to let the interviewees express themselves in their own words 
 and to an extent use their words as codes in the data set (Saldaña, 2013). As this paper acquired 
 five  qualitative  interviews  the  need  for  second  round  coding  method  was  limited.  The  chosen 
 methods will provide this paper with the answers on which criteria users of remittances would 
 prioritize with their own words (descriptive method) and what subjects would appear salient (In 
 Vivo method) relevant for the paper. That entails that the codes defined, i.e. the characteristics 
 Countries  Amount 
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of the remittance channels and which channels are of salience, either explicit or implicit will be 
 able  to  be  linked  directly  with  the  quantitative  data  from  the  survey.  The  reason  why  that  is 
 important  is  that  it  provides  this  paper  an  opportunity  for  triangulation  (Thurmond,  2001) 
 together  with  the  secondary  literature  examined  for  this  paper.  With  regards  to  the  five 
 interviewees for the in-depth interviews the gender bias is obvious because they were all males 
 between the age of 25 and 40 and all of them in a job and a single student. A relational bias is also 
 present  as  they  were  found  through  gatekeepers  and  thus  their  willingness  to  respond  and 
 provide answers can be affected by that. The obvious bias in is again as with the survey responses, 
 that no one from the older generations of Somalis, were available for a qualitative interview on 
 the subject for reasons explained above. The generational bias in the qualitative data may stem 
 from using the same gatekeepers for finding interviewees, as it is easier to ask your generational 
 equivalent.  All  interviewees  were  not  engaged  in  the  remittance  industry  and  as  such  were 
 frequent users of remittance channels for the purposeful sending of remittances regularly.  



What Does the Literature State on Remittances – Literature  Review 


Fig. 4 – Structure of the thesis


The following sections will attempt a comprehensive overview of the existing literature on 
 remittances in relation to what is most relevant for our case on Somalia. The chapter will show the 
 divisions made in the literature from policymakers to academics on the coverage of remittances 
 and theoretical schools will be highlighted. As the literature is vast and focus has been multiple 
 from different stakeholders, this author has sought to gather the multiple angles on remittances 
 with different headings,  which also reveal the complexity and  interwovenness of the issue. This 
 review  will  lead  to  the  illumination  of  the blind  angles  within  the  literature on  remittances  in a 
 conflict/post-conflict  setting  and  provide  the  foundation  for  the  analytical  framework,  that  will 
 guide the empirical analysis.  


2.1.7  Remittances and Development 


This  section  will  not  enter  an  in-depth  discursive  analysis  on  what  constitutes 


“development” and what is not. Safe to say that development entails a great deal of complexity 
 combined  with  the  multiple  layers along  the  process  involving  “…structural,  social,  political  and 
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Analytical part 
 Conclusion  Implications 
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institutional reform…”(de  Haas, 2010). The purpose  of what development  could be, has already 
 been fulfilled by  other scholars from multiple  perspectives (Pieterse, 2012; Robeyns, 2005; Sen, 
 2001; Ziai, 2013) however, this paper will take the position which all theoretical schools seem to 
 agree upon. That development is something that all of the schools claim to be a general wish for 
 progress, as suggested by (Matthews, 2004). This part will only address the focus of the different 
 stakeholders and researchers, when they write about “development” for the developing countries 
 in respect of what remittances can be used for. In that way the main intentions behind the solutions 
 proposed will be illuminated from what they mean with “development”. A way to keep intentions 
 in the clear, is to draw the attention towards the two competing discourses on how to frame the 
 issues of development and remittances. One is the money-based approach and the other is the 
 rights-based  approach  and  these  approaches  should  be  kept  in  mind  when  reports  from  multi-
 lateral financial organisations and researchers are presented (Kunz, 2011). Along with the spectrum 
 of money-based and right-based approaches, the literature can roughly be divided into optimistic, 
 pessimistic  and  more  balanced  approaches  (de  Haas,  2010)  or  as  he  later  expounded  upon 
 between, neo-classical and neo-Marxist interpretations. There are also scholars who fit into both 
 the optimistic and pessimistic categories, but for the sake of clarity the author will allow the two 
 categories as extremes at each end of a spectrum, so that this paper may not fall into a dichotomous 
 trap of simplifying and ignoring nuances in the literature (de Haas, 2014). See appendix for a rough 
 overview of the literature on remittance in relation to the different schools of thought. 


The recent growth in research on remittances and development stems from an increased 
 salience towards remittances, which was ignited by the surge in remittances in general towards the 
 developing world as mentioned by several of the multilateral organisations like The World Bank, 
 IMF and OECD (KNOMAD, 2019; OECD, 2019; Perez-Saiz et al., 2019). Some researchers stated that 
 the migration and development nexus is connected by the most tangible aspect in the shape of 
 remittances  (Kelegama  &  Weeraratne,  2015),  which  is  what  the  aforementioned  organisations 
 adhere  to.  Hence,  in  the  majority  of  the  empirical  reports  on  remittances  from  multi-lateral 
 organisations the perspective still resonate on how to utilize remittance for development, which 
 defined  by  some  as “The  mantra  of  remittances”  for  the  development  of  developing  countries 
 (Kapur, 2004). 


Compiling a number of different contributions from researchers in a compilation for The 
World Bank, (Maimbo & Ratha, 2005b) assembles a plethora of aspects into which the potential 
and prospects of remittances can play a significant part, justified by the large flows of remittances 
in the developing world, they claim. Most papers in the spectrum between macro and micro effects 
on how to maximize remittances as external development finance to how remittances are reducing 
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poverty  Richard  H.  Adams  &  John  Page  (chapter  14)  and  broadening  income  opportunities 
 (Chimhowu et al., 2005), are being presented in an optimistic setting (Maimbo & Ratha, 2005b). 


The main foci of the empirical reports are to document the large flows of remittances, to maximize 
 their impact on receiving countries on both macro and micro levels, to strengthen formal financial 
 infrastructure for remittances and to increase the transparency of the informal channels through 
 regulation (Maimbo & Ratha, 2005b). Most of the conclusions by the researchers tie in caution in 
 their  conclusive  remarks  for  different  policies  and  measures  to  be  taken  in  the  pursuit  of 
 documenting the abovementioned foci. 


(Yang,  2006)  criticizes  the  compilation  of  lacking  the  inclusion  of  the  determinants  of 
 remittances and household dynamics in patterns of spending the remittances. A complementary 
 explanation is given by (Bakker, 2015b), in which he states that, since the turn of the century the 
 international  financial  institutions  (IFIs)  have  been  actively  pushing  the  “remittances-to-
 development” agenda (R2D). First, the reasons for the push is to introduce market-based solutions 
 and  in  that  way  to  direct  remittances  as  a  development  tool  for  developing  countries  (Bakker, 
 2015b) or as (de Haas, 2010) argues, that it is self-development from below.  


Some of the literature which is less enthusiastic in its findings (Chami et al., 2005) questions 
 whether remittances should be included on par with other capital flows such as FDI and ODA. They 
 argue  that  the  very  nature  of  remittances  constituting  of  “millions  of  individuals’  private  non-
 market income  transfers” makes  micro-theory  on  altruism  (Stark  &  Lucas,  1988)  applicable  and 
 conclude  that  remittances  were  never  intended  as  capital  for  economic  development,  but  as 
 support for poor economic performance for altruistic reasons (Chami et al., 2005). That is also why 
 they conclude that a negative correlation exists between growth in remittances and per capita GDP 
 growth using World Bank data from 113 countries in the period of 1970-1998 (Chami et al., 2005). 


Overall strong evidence is lacking from justifying the perspective, that remittances foster financial 
development in SSA, whilst applying an econometric model to 19 countries and (Coulibaly, 2015) 
also addresses the assumptions of homogeneity in (Aggarwal et al., 2011; Gupta et al., 2008). This 
is  because that  “the  causal  relationship  between  remittances  and  financial  development  differs 
across SSA countries” and the fact that they differ, can produce misleading results (Coulibaly, 2015), 
as affirmed earlier by (Yang, 2011a). What further impact the results, are the differences among 
the  SSA  countries  in  their  governance  structures  and  the  motivations  with  which  the  different 
diasporas remit (Coulibaly, 2015). These possible factors which can lead to different results, are 
relevant for our case in Somalia, because they effectively have been living in a failed state for the 
past decades and cannot be pooled in the same categorisation of homogeneity along with other 
developing countries. (Gubert, 2017) coincide with the view that they are not comparable and that 
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the graphs used for comparison the last 25 years should be taken out, because it has created a 
 distorted  view  of  the  growth  in  remittances,  i.e.  a  call  for  improvement  in  the  collection  of 
 remittance data.  


2.1.8  Remittances and Motivations 


There is an extensive literature on the micro- or household-level analysis on why diasporas 
 are remitting, which is also known as the New Economics of Labor migration (NELM) (Stark & Bloom, 
 1985) and it is a theory which defines migration as a way to address market failures and thus that 
 is  the  condition  of  migration  and  subsequently  remittances  to  take  place.  The  reason  why  the 
 decision to migrate is taken on a household basis, is because it is part of a risk-spreading behaviour 
 in difficult times of a drought or different market failures. The motive which was at play in Botswana 
 was that of self-interest, which includes the aspiration to inherit and the desire to invest (Stark & 


Lucas, 1988). They did not find any evidence for pure altruism (Stark & Lucas, 1988) but did not 
 reject pure altruism as a motivation, as claimed by (Taylor, 1999) but rather saw their model as a 
 continuum consisting of pure altruism and pure self-interest in opposite ends (Stark & Bloom, 1985; 


Stark & Lucas, 1988). The time aspect of the NELM model is a linear assumption, that the migrant 
 will re-join the household in the near future, instead of establishing themselves in the host-country 
 on a long-term basis (Sana & Massey, 2005) and this could be a problem because of the “remittance 
 decay”  aspect  which  happens,  when older generations  of  the diaspora  are  replaced  by  younger 
 ones in correlation with the decrease of remittances (Haas, 2007).  


The  theoretical  models  being  applied  for  the  household-level  analysis  are  econometric 
estimation  models  set  with  different  variables  connected  to  costs  and  benefits  of  migration  to 
calculate  whether  one  motive  is  more  dominant  than  the  other  remittance  behaviour.  This  is 
classified as the economics approach (Carling, 2014b). Most analyses of the motivations of migrants 
are  using  this  approach  to  outline  the  motivations,  see  (Rapoport  &  Docquier,  2005)  who 
determined motivations such as altruism and exchange belonging to the individualistic category of 
motives and secondly, the familial motives characterized by investment, insurance and family loan 
motivations and lastly moral hazard on the recipient side along with inheritance as an enforcement 
mechanism driving remittance behaviour. The occurrence of mixed motives is very possible in the 
setting because motives are very difficult to separate from each other  and in reality motives are 
rarely isolated from one another (Brown & Jimenez, 2011; Cox et al., 2004).  
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 2.1.9  Remittances and Conflict/Post-conflict 


The  literature  on  remittances  have  so  far  avoided  countries  inflicted  with  conflicts.  The 
 literature has mainly dealt with remittances from policy-related papers, research papers based on 
 economic theory, either through individual choice or as a household decision and interdisciplinary 
 research papers, as examined until now. A question which needs attention regarding situations of 
 conflict  is,  why  remittances  are  important  in  a  conflict,  war,  or  civil  war  situation?  Because 
 remittances from the diaspora have the potential to shift the equilibrium political, economic and 
 military power (Wayland, 2004). Thus, conflict does imply an element of force and in our case study 
 of remittances in Somalia, forced migration is the result of a severe conflict in Somalia (Weiss Fagen 


& Bump, 2006) and not because of a diversification strategy by a family or an individual to minimise 
 risks and optimize earnings. The way patterns of remittance sending are being channelled is under-
 researched (Fransen & Mazzucato, 2014) although some empirical research have been produced, 
 but no theories have so far been produced from.  


Some  researchers  did  try  to  argue,  that  the  relapse  into  conflict  is  greater,  because 
 diasporas might fund armed conflicts in the home country (Brinkerhoff, 2011; Carment & Calleja, 
 2018)  but  could  also  go  beyond  reasons  of  remittances  and  be  related  to  factors  related  to 
 governance (Koinova, 2018). One researcher used an econometric conflict-theory model based on 
 greed  or  grievances  (Collier,  2000).  If  diasporas  are  funding  an  armed  conflict  through  formal 
 channels, then that funding would be caught up by the monitoring of transfers by the IFIs, hence it 
 is argued that conflicts are upheld with remittances through informal channels (Collier, 2000). Since 
 the flows of remittances through informal channels can only be based on estimations due to the 
 limits of monitoring them, it is difficult to research whether that is true, but no other explanation 
 seems feasible.  


This  paper  contested  earlier  in  this  section  that  there  exists  a  clear  distinction  between 
 voluntary and involuntary migration pertaining to remittance patterns and the contextual factors. 


However, important to mention is that the “simplistic classification” between forced and voluntary 
migration is the reason among other factors lined up, that there exist a lack of progress within the 
field  of  migration  theories  (de  Haas,  2014).  Hein  de  Haas  also  holds  that  a  strong  tendency  to 
abandon theorising entirely is present and that is the main reason why, there is no comprehensive 
theory  to  capture  all  aspects  of  migration  (de  Haas,  2014).  Until  that  comprehensive  theory  is 
produced,  this  paper  holds  that  for  the  sake  of  example,  the  distinction  between  forced  and 
voluntary  migration  does  serve  as  a  useful  demarcation-line  in  investigating  the  patterns  of 
remittances.  It is  useful because  migrants arriving from a conflict will  send more remittances in 
crises or at the onset of a crisis and thus the patterns of remittances will be different from those, 
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when migration is voluntary, as explained by (Carment & Calleja, 2018; Koinova, 2018; Regan & 


Frank, 2014; Horst, 2008; Weiss Fagen & Bump, 2006).         


2.1.10  Remittances and Channels/Channels


This section will deal with the different channels or channels available and the typologies 
 which  have  researched  and  concluded  upon.  It  will  draw  on  both  qualitative  and  quantitative 
 studies on remittances channels, but their structure and how they work, will be dealt with in the 
 empirical chapter.  The theories on  flows and  channels have been mainly empirical and theories 
 specifically for channels are scarce and basically non-existent on the transaction itself. Remittances 
 are often understood in economic terms but the following expansion of the term ‘remittances’, will 
 help to serve the purpose of nuancing, when talking about remittances. This is to avoid conflating 
 with various understandings of remittances and for this paper to be precise about the term used. 


Distinctions within the literature on remittances have been made by different scholars expanding 
 the definition of what remittances constitute. For an instance, (Levitt, 1998) on the basis of a village 
 in the Dominican Republic, defines social remittances as “ideas, behaviours, identities and social 
 capital  that  flow  from  receiving-  to  sending-communities”  –  a  sort  of  migration-driven  form  of 
 cultural diffusion. This paper will not delve into non-economic remittances and their distinctions 
 because both technological and political remittances can be covered by Peggy Levitt’s definition. 


More importantly the focus of this paper, is on the pecuniary type of remittances.  


A typology of remittances has been proposed by different researchers such as (Goldring, 
 2004a), who from a Mexican perspective divided remittances into three categories according to 
 their  characteristics:  family,  collective  and  entrepreneurial  remittances.  This  was  necessary, 
 according to Luin Goldring, due the different impacts the different categories of remittances would 
 have on various aspects of development and policy or project interventions should be informed by 
 this  distinction  (Goldring,  2004a).  Family  remittances  generally  are  motivated  by  norms,  social 
 obligations and kinship and are usually sent by close family members from the first tier of the family 
 and the purpose is for spending on education and health in the home country (Goldring, 2004a). 


Collective  remittances  are  more  donation  oriented  and  motivated  by  the  organizing  force  of 
 coordinating diaspora groups of the same ethnicity, as a collective charitable donation rather than 
 profit-oriented  investment,  contrary  to  what  the  World  Bank  pursues  (Bakker,  2015b;  Goldring, 
 2004b).  


This may not necessarily be the case in Somalia, being in post-conflict/conflict state with an 
institutional void, because they do not have the same institutional set-up as in Mexico, as described 
in the section on “Remittances and Conflict”. Entrepreneurial remittances are typically conducted 
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through  wealthy  investors  from  the  diaspora  in  collaboration  with  governments  and  banks  and 
 viewed as savings by the recipients (Goldring, 2004b). This typology is useful because a distinction 
 is made  between the intention of  the flows to the home  country and then the various  types of 
 remittances need not be conflated when policies are promoted. The policies in the case of Mexico 
 speaks for the use of remittances to development (R2D) and the critique leans in on who has the 
 right to use private money for a public purpose, which the diaspora did not opt for (Bakker, 2015a; 


Goldring, 2004b).  


Regarding  the  R2D  agenda,  it  was  also  clear  in  the  section  of  “Remittances  and 
 Development” that the IFIs and other policymakers did not account for the fact the money they try 
 to  “harness”  for  development  is  private  capital and  as  such  those  institutions  and  governments 
 abroad have a limited say on that. NGOs, as documented (El-Taraboulsi-McCarthy, 2018; Orozco & 


Yansura, 2013b; Razavy, 2005), utilized the informal remittance channels to support hard-to-reach 
 areas during famines and crises and thus the specificity of the purpose of remittances defines the 
 channels used. As an example, how can remittances or development aid countries in transition from 
 or in conflict, when the banking system has collapsed as in the case of Somalia? The typology of 
 (Goldring, 2004a) attains leverage, because if the banking system works and the country is not in a 
 state  of  conflict,  then  more  formal  channels  will  reach  their  targets  contrary  to  what  is  being 
 witnessed  in  Somalia,  where  remitters  have  to  resort  to  informal  channels  to  reach  their  areas 
 (Kapur, 2004). Luin  Goldring  does state that different institutions in host countries organise the 
 remittances according to their purpose but does not examine the channels used (Goldring, 2004a).  


An  empirical  study  done  by  (M.  Ahmed  et  al.,  2017)  mapped  the  different  channels  to 
measure their efficiency through econometric models. This study was conducted in four different 
villages in Bangladesh and the channels were categorized as four different channels consisting of 
bank  transfers,  money  transfer  organisations  (MTOs),  mobile  phone  transfers  and  informal 
channels. They found that mobile money transfers were on the rise but the most efficient channel 
used were still the MTOs(M. Ahmed et al., 2017). This case followed the same approach as (Siegel, 
2007)  when  she  examined  the  preferences  of  remittance  channels  among  migrants  and  what 
effects their level of integration in the Netherlands had on that choice, even when she only based 
it on three different remittance channels, which were bank transfers, MTOs and informal channels, 
following the suggestions of (Amuedo-Dorantes & Pozo, 2005a).  Similarly an empirical paper by 
(Kosse & Vermeulen, 2014) for the European Central Bank (ECB) and a local Dutch bank, examined 
the factors explaining the choice of remittance channels by different migrants, along with Somalis, 
in the Netherlands. They found 5 different channels ranging from bank transfers, MTOs, ATM cash 
withdrawals,  hand-to-hand  delivery  and  informal  transfers  (Kosse  &  Vermeulen,  2014)  and  the 
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purpose of their paper was to link payment behaviour with the choice of remittance channels whilst 
 recommending policies for formalizing remittance channels.  


Likewise (Freund & Spatafora, 2005) respectively from the World Bank and IMF, found the 
 same five channels of remittances and examined the costs related to remittances and the following 
 behaviour  of  migrants  on  the  preferred  choice  of  remittance  channels.  They  established  a 
 correlation between higher costs of remittance sending through formal channels and the increased 
 use of informal channels of remittances and vice versa and their goal was to find ways to lower 
 costs  on  formal  channels,  so  that  a  movement  from  informal  to  formal  channels  would  be 
 encouraged  (Freund  &  Spatafora,  2005).  (Bolzani,  2018)  deployed  a “means  and  end  theory” 


(Gutman,  1982),  which  is  a  value-based  model  on  consumer  behaviour.  Applying  this  first-time 
 approach, Daniela Bolzani (2018) highlighted the attributes of remittance channels and personal 
 values behind remittance behaviour. She found that migrants not only focus on remittance costs 
 but also on the attributes of the remittance channels but without defining them (Bolzani, 2018).  


Summary 


To recap, theories related to remittances and channels are mainly empirical and no specific 
theory  as  such  has  been  developed  to  holistically  cover  the  subject  of  choice  of  remittances 
channels in a conflict/post-conflict context. Typologies has been expounded upon by researchers 
and range from the different remittance channels in use, the character of the remittance channels 
related to its use by the end-recipient, the cost structure of the remittance channels and the related 
behaviour  of  the  migrants  using  them.  The  reasons  for  the  lack  of  a  theory  related  to  that  of 
remittance channels could be manifold.  One of them could be  that the intentions between the 
different stakeholders within the spectrum of policymakers and researchers, does not seem to be 
unified. The policy-driven agenda seem to apply the R2D agenda in one way or another, focus more 
on  empirical  papers  and  cover  issues  such  as  formalization  of  remittance  channels,  impact  of 
remittances on development and particularly financial development. The research-driven agenda 
at the other end of the continuum seem to study, to an extent, how and why the remittances occur 
by locking in on the motivations and how both the sending and receiving end utilize the money 
sent. The policy-driven stakeholders are better equipped to disperse their papers through multiple 
channels  of  publicity  to  drive  their  interests  and  hence  can  eclipse  the  research-driven 
stakeholders,  in  a  way  that  they  may  inform  governments  better.  The  above  reasons  are  not 
exhaustive, and they merely work as a review of the literature about remittances for this paper and 
to highlight the blind angles, which have not been covered. This foundation should give this paper 
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a vantage point from which to start its suggestions on what theories could be offered to inform the 
 complexity of the subject or part of it.  


To the knowledge of the author, no theory exists with the focus on the transaction itself in 
 the realm of remittances related to the conflict/post-conflict setting. From an efficiency point of 
 view, it is essential to know what remittance channel a migrant/refugee will use. This could mainly 
 be grounded in the conflict/post-conflict setting, which is a situation that demands extraordinary 
 measures to uphold that relationship with social relations in the home-country. Relating back to 
 Somalia,  due  to  the  conflict,  there  is  a  partial  or  total  institutional  breakdown,  which  renders 
 normal day-to-day dealings severely affected, that leaves room to examine what channels would 
 be most efficient in reaching their targets? Hence these gaps in the literature will lead this paper to 
 the chosen theories in the following section, which will be applied to shed light onto the blind angles 
 in the literature and thereby contribute to it.  



3 How can remittance transactions be analysed theoretically? –  Towards an Analytical Framework for Remittance Channels  


Fig. 5 – Structure of the thesis


This section will describe the theories which will be employed on the case of remittance 
 channels in use for the Somali diaspora and what the benefits and weaknesses may be for each 
 theory.  The  focus  will  be  on  the  transaction  costs  for  each  generic  remittance  channel  in  an 
 institutional void, combined with the element of trust as part of that discussion. 


3.1.1  The Inclusion of TCT into the Analytical Framework 


Transaction  cost  theory  (TCT)  will  be  utilized  to  evaluate  the  efficiency  between  the 
 different transaction channels of remittances. The seminal work of Oliver E. Williamson which was 
 operationalized from the works of Ronald Coase (Coase, 1937; Tadelis & Williamson, 2012), will be 
 used as the main theory in this paper. Oliver E. Williamson stated that, “the transaction is made the 
 basic unit of analysis” (Williamson, 1998, 2005) in TCT, which is the exact focus of this thesis. To be 
 sure (Williamson, 1981, 1998) does credit John R. Commons consistently for the idea on how to 
 understand transactions, which is to include “the three principles of conflict, mutuality and order. 


This unit is the transaction”(Ménard & Shirley, 2008). As (Williamson, 1996) further elaborates, “… 
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a  transaction  occurs  when  a  good  or  service  is  transferred  across  a  technologically  separable 
 interface. One stage of activity terminates and another begins”. 


Prior to that, however, (Williamson, 1979) did argue in a short paragraph, that TCT can be 
 used on transactions in capital markets, but not without modifying one of the three characteristic 
 variables  of  TCT.  The  variable  in  question  to  be  changed  is asset  specificity  into  that  of ease  of 
 verification and accordingly, this aspect is critical for capital markets to function (Williamson, 1979). 


Asset  specific  investments  are  not  prevalent  in  the  remittance  market  we  are  examining  and 
 merging  that  fact  with  the  customer-company  relationship  being  analysed,  ease  of  verification 
 seems to be a justified modification utilized for this paper. Hence the general applicability of TCT is 
 increased as well for this case in incorporating the change.  


Usually  the  word  “transaction”  as  understood  by  TCT  scholars  is  referred  to,  as  when 
 suppliers  are  producing  some  component  or  delivering  a  raw  material  to  a  company,  who  then 
 decides  to  use  that  commodity  in  their  production  for  another  commodity  and  manage  the 
 contracts between them. That is to avoid any situations, which will see an increase of TC for the 
 company (Williamson, 1981). That scrutiny of contracts between economic partners, is what will 
 determine the governance structure of the relationship, also referred to as the spectrum between 
 making the “commodity”  yourself as a company or  buying it from a supplier  (Williamson, 1973, 
 1981).  


The notion of efficiency is an implicit theme within the TCT (Tadelis & Williamson, 2012; 


Williamson, 1981) and it will therefore be with the scope of efficiency the remittance channels will 
 be  evaluated  from.  The  RQ  states,  how  the  diaspora  can  remit  and  what  the  advantages  and 
 disadvantages are for each remittance channel. The “make or buy it” decision is still latently present 
 with the diaspora, given the right circumstances being present. But it is not necessarily as potent 
 as when Oliver E. Williamson defined it in his works on TCT (Williamson, 1979, 1981), because the 
 economic  actors  are  not  two  different  companies  looking  for  the  most  efficient  governance  of 
 economizing on TC and whether to procure their commodity the market or produce it themselves, 
 (Tadelis & Williamson, 2012; Williamson, 1973, 1981).  


The focus of TCT in this paper will be economic actors constituting members of the Somali 
diaspora and the different generic remittance channels with which they commit their transactions 
to. The TC related to the different remittance channels will be the foundation of their positioning 
in the analytical framework proposed. To be certain, TCT can be applied on all types of transactions 
as argued by    (Williamson, 1979) and as such affirms  this paper’s attempt to  utilize TCT for the 
purpose given.  That this  paper uses TCT on an untrodden path, which has not been researched 
before,  is  not  necessarily  a  weakness,  but  maybe  either  proves,  that  the  theory  is  seemingly 
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versatile and flexible in its use as documented by  (Rindfleisch,  2020; Rindfleisch & Heide, 1997; 


Shelanski & Klein, 1995) or that it will be difficult to use on certain aspects related to transactions.  


The existing research evaluating the efficiency of any remittance channels, have only been done 
 through behavioural econometric estimation models or by empirical papers which gather certain 
 motivational  factors,  that  play  a  role  for  the  choice  of  a  remittance  channels.  Those  estimation 
 models and motivational factors do not include the efficiency aspect as explained by or the ex ante 
 and  ex  post  dimensions  (Tadelis  &  Williamson,  2012;  Williamson,  1981)  when  the  need  to 
 economize on the costs of friction in the transaction is in focus (Williamson, 1973). The aspects of 
 TC which are relevant for our case will only be applied, so that this paper can be informed on the 
 micro-level dynamics from a TC perspective and at the same time, to combine it with a relevant 
 social aspect of remittances, trust, into one single model. In continuation of that analysis, this will 
 lead to an overview of the available generic solutions to the problems of sending money to a society 
 in a conflict/post-conflict state.   


3.1.2  Critique of Transaction Cost Theory (TCT) and its use in this paper 


Some  shortcomings  of  TCT  have  been  addressed  by  different  scholars  and  are  no  less 
 relevant when using TCT. One of the critiques which have been suggested points to the paradox of 
 companies  choosing  different  governance  structures,  i.e.  everything  between  a  hierarchical  or 
 market  structure,  even  when  the  transactions  of  the  different  companies  are  the  same  (Young, 
 2013). For this reason, a conclusion relying solely on transaction costs as the basis for decisions on 
 governance structures of a company and its suppliers, is not in line with reality (Young, 2013). This 
 resonates with the critique of sociologists and echoed by  some students of business organization, 
 that TCT is too narrow in its focus on economic and efficiency behaviour with its subjects (Shelanski 


&  Klein,  1995)  and  does  not  include  context  specific  factors  in  its  behavioural  assumptions  on 
bounded  rationality  and  opportunism  (Ghoshal  &  Moran,  1996).    Implicit  in  TCT  is  also  an 
assumption that market forces will bring about an efficient equilibrium between transactions and 
governance structures, so that transaction relationships in practice can be explained through TC 
(Shelanski & Klein, 1995). Elaborating on practice some scholars go as far as stating that TCT is “bad 
for practice”, because it is based on an assumption of the worst (opportunism) and thus it “brings 
out the worst in economic behaviour”(Ghoshal & Moran, 1996). They are also critical of scholars 
trying  to  “patch”  up  TCT  by  including  elements  of  trust  into  the  theory  based on  their findings, 
instead of challenging the very fundaments of TCT (Ghoshal & Moran, 1996). It is relevant for this 
paper to understand that the lacking aspect of trust in TCT is essential, as one of the remittance 
channels  is  trust-based.  That  is  the  reason  why  the  element  of  trust  is  included  from  a  scholar 
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