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Abstract 

This thesis tends to bridge the gap in the literature between the existing knowledge 

concerning the arguable success of Somaliland regarding peacebuilding and state-

formation; and how much of it can be attributed to the private sector contribution.  In 

the context of diplomatic non-recognition and post-war recovery, the thesis 

examines various local companies and their role in peacebuilding and state-

formation. Also, the role of the only foreign direct investment (FDI) from a 

multinational corporation (MNC) gave empirical evidence to assess the specificities 

and impacts of investments in such contexts. 

The principal findings are that most of the state-formation participation of the local 

companies was made through loans rather than paying the required amount of taxes 

for the consolidation of strong public financial institutions. The state of Somaliland 

always set diplomatic recognition and safety as priorities and decided to spend the 

majority of its budget on defense expenses. Therefore, this research found that if 

SMEs want to effectively participate in peacebuilding, these local companies should 

firstly consider participating in state-formation through tax collection. 

Secondly, the protectionist economic measures induced by the lobbying practices 

from the powerful local business elites have participated in the lack of foreign 

investments, hence hindered the economic growth of the state. These protectionist 

ideologies protected Somaliland from multinational corporations’ economic interests 

and the potential risk of disturbing the fragile power balances of the hybrid political 

order (HPO) of the state. Therefore, the unrecognized state beneficiated from a 

trade-off promoting security to the expense of sluggish economic growth. 

Thirdly, in the peacebuilding academic literature, it is often asserted than 

international agencies are pushing for the right peacebuilding practices, often liberal 

and that the local agencies are often linked with a form of violence and 

“backwardness”. (Richmond, 2013). However, the case of the investment of the 

Emirati DP World investment  
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introduced a different truth, where the contribution of the foreign company 

participated in power imbalances between-clan families and the escalation of local 

tensions in the Berbera region. The only recent and large-scale FDI of the state 

presents mixed results in terms of impacts.  

Lastly, the recommendation introduced by the thesis and more generally in the 

business for peace paradigm, is that foreign entities interested in conducting 

investments in post-war and fragile contexts should undergo a complete 

assessment of their potential impact. Otherwise, foreign interests can directly 

threaten power balances, the stability of hybrid governance international relations, 

and peacebuilding and peacekeeping processes.  
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Chapter 1: Introduction 

The delimitation of the study is to conduct a research on the impact on the private 

sector of Somaliland, both from local and foreign entities on the mitigation of 

conflicts and the consolidation of the unrecognized state. More specifically, the 

focus of the thesis is looking at the differences of roles between local SMEs and 

foreign MNCs on processes such as state-formation and peacebuilding in 

Somaliland. The diplomatically non-recognized state has around 3.5 million 

inhabitants, with the majority of them living in the rural part of the state. In 1991, the 

semi-autonomous region of Somalia declared independence and to this day is not 

recognized by any member of the United Nations, despite filling the main criteria for 

statehood. (Bryden, 2003). For the last twenty years, the state has experienced a 

form of peaceful stability (Horst & Musa, 2019) despite the inherited challenges of 

the civil war. (Njeri, 2019).  

Somaliland presents the example of a hybrid political order (HPO) who managed to 

create durable peace through a bottom-up approach, and today claims high 

legitimacy to the eyes of its citizens (Boege et al. 2009). The establishment of peace 

is partly due to the involvement of conservative customary actors who got their role 

increasingly formalized throughout history (Walls, 2009). Nowadays, the hybrid 

political order suffers from a growing corruption of these traditional actors, with the 

state not being powerful enough for ensuring the durability of the success of this 

HPO. The Republic of Somaliland does not qualify as a western strong democracy, 

nor an authoritarian traditional government, but rather as a “crippled hybrid” 

(Hoehne, 2013). The main successes of Somaliland, such as the rebuilding of the 

economy and the state, its social legitimacy and public safety is arguably due to the 

involvement of the private sector. The thesis will try to assess what is the role and 

to which extent is the private sector participating in the success of peacebuilding 

and the state-formation of Somaliland. 

The relative peace and stability of Somaliland represent undeniable forms of 

success if the political assessment and the historical context is properly taken into 

account. In the international community, collapsed states are usually viewed as a 
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threat to international security (Ridout, 2012). However, the case of Somaliland 

offers a positive alternative, that hybrid political orders, unrecognized countries, with 

a crucial lack of international awareness and legitimacy can create a safe, relatively 

stable society. The limited ability of the public institutions remains a major concern 

for the state, especially for conflict mediation which has been spurred by private 

sector interests such as oil explorations in the East of Somaliland. (Menkhaus, 

2003). The case of private sector peacebuilding is often seen through an economic 

prism in the development literature. (Barbara, 2006). This is participating in the 

traditional discourse that private sectors are a threat to peacebuilding, having 

interests in the perpetuation of war (Global Witness, 2001).  

1.  Rebuilding a state on the ashes of a civil war. 

 

After the collapse of the state of Somalia and its qualification in the literature as a 

“failed state”, which will be discussed in chapter 2 of the thesis, Somaliland 

experienced a unique case of the process of state-building (Walls, 2009).  The 

Northern “clan-families”, the latter concept that will be also described in the literature 

review of the thesis, started the state-formation process internally to promote peace 

and create a robust base for the state. (Phillips, 2016). Part of the success of the 

establishment of the hybrid political order is due to the crucial role of clan elders in 

promoting customary law, negotiating and mediating conflicts that torn the region 

apart for decades. (Menkhaus, 2006). Therefore, Somaliland became a unique case 

of bottom-up hybrid peacebuilding, where imposed developmental models such as 

liberal state-building is not the unique way to create a state, peace, and order. 

(Boege et al. 2009). Many critics proposed the case of Somaliland as an alternative 

example of peacebuilding (Boege et al. 2009), especially given the geopolitical 

context, where the state of Somalia was facing milestones and deadline to conform 

to liberal peacebuilding procedures (Phillips, 2016). In 2012, it was the sixteenth 

attempt to build a Somali government since 1991 (Omar, 2012), therefore, state-

building in Somalia comes with a natural warranted skepticism (Pham, 2011). These 

processes of bottom-up approaches were made without any external interveners 

(Richmond, 2013). The ultimate goal of this cohabitation of modern and traditional 
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actors to converge towards democracy with an important presence of local 

participation is the expected outcome of international recognition.  

Even if recognition and legitimacy are increasingly happening internally (Njeri, 

2019), Somaliland did not made substantial progress to become internationally 

diplomatically recognized, despite being acknowledged as a pocket of stability, 

(Forti, 2011), or lastly as a pocket of peace in the “midst of chaos” (Ahmad, 2012). 

With a limited government capacity and the arguable success of processes usually 

attributed to the state, Somaliland constitutes an interesting and over-looked case 

of the role, impacts, and limitations of the private sector. Thus, this thesis is trying 

to answer the research question with a case-study of what role did the private sector 

played in various processes such as state-formation, peacebuilding and the 

development in Somaliland.  

In the already existing literature, there is a substantial amount of substance on 

peacebuilding and state-formation practices, especially trough conflict, 

development and security prisms. In the international development literature, actors 

such as the United Nations (UN), the World Bank (WB), governments and civil 

society’s organizations are growingly acknowledging the need of the private sector 

to ensure the accomplishment of the human security objectives. (Barbara, 2006). 

However, the impact of the private sector has often been overlooked and in the case 

of Somaliland, the limited capacities of the state and the huge dependence on the 

private sector, created a gap in the knowledge. The successful establishment of 

peace, security and hybrid governance is partly due to the participation of the local 

business owners of the Northern area but is very rarely acknowledge in the existing 

body of literature. On another scale, the impact of large-scale investments from 

multinational companies (MNCs) introduce foreign interests into the fragile power 

balance of the hybrid political order (HPO) of Somaliland and threaten the hard-

earned political stability. Therefore, the thesis seeks to understand what are the 

impacts of small and medium companies (SMEs) and (MNCs) on state-formation 

and peacebuilding processes in Somaliland.  
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Somaliland presented the example of a hybrid political order who managed to create 

durable peace through a bottom-up approach which benefited the local state with 

significant legitimacy to the eyes of its citizen. (Boege et al. 2009). The 

establishment of peace is partly due to the involvement of conservative customary 

actors who got their role increasingly formalized throughout history (Walls, 2009). 

Nowadays, the hybrid political order suffers from a growing corruption of these 

traditional actors and the state is not powerful enough for ensuring the durability of 

the success of this HPO. The Republic of Somaliland does not qualify as a western 

strong democracy, nor an authoritarian traditional government, but rather as a 

“crippled hybrid” (Hoehne, 2013). The main successes of Somaliland, such as the 

rebuilding of the economy and the state, its social legitimacy and the public safety 

are due to the involvement of the private sector to a greater extent than thought 

(Menkhaus, 2006). 

The findings are that SMEs are greatly participating in state-formation despite 

lobbying practices than can hinder the openness of the economy. These small local 

companies also contribute to conflict-mediation through customary institutions 

methods such as clan-family-conferences. On the other hand, an MNC can threaten 

directly the peacebuilding processes even if they are traditionally advocated as 

economic growth pillars. It this specific case of the hybrid political order in a post-

conflict zone with strong customary practices, it remains crucial to do a profound 

political assessment before pursuing a large-scale investment that might disturb the 

local stability. 
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Chapter 2: Literature Review 

The following literature review will present the theories in previous studies who 

define the underlying key concepts and the theoretical basis of the study. The 

literature review discusses the definitions of statehood, state-formation, hybrid 

political orders and the influence of the private sector on peacebuilding and state-

formation. The point of departure of this literature review is the colonial influences 

on these processes, the debates around definitions of statehood, fragile states and 

diplomatic recognition criteria in the existing literature as well as the peacebuilding. 

 Discussions of chosen terms. 

1.1 Greater Somalia 

Somalia as a whole, also known as “Greater Somalia” is by a huge majority ethnic 

Somalis, who share the standard Somali as a language and the Sunni branch of 

Islam as a religion. The identity of Somali is embedded in paternal descent, 

profoundly rooted in genealogies which will determine the place in the society of the 

individual. The ethnicity of Somalis had been historically separated in 5 different 

states ruled by various colonial masters: such as the French in Djibouti, the Italians 

in Somalia, the British in Kenya and Somaliland the Ethiopians in Ogaden 

(McConnell, 2009). Thus, in 1960 when the federal state of Somalia was founded, 

the dream was to reunite the Greater Somalia, to reunite all the ethnic Somalis 

across the Horn. The blue flag of independence was raised in Mogadishu and will 

not be divided by colonialism arbitrary boundaries anymore (McConnell, 2009). 

1.2 Clan-families structure 

The society is divided into clan-families, sub-clan-families, and other sub-sub-clan-

families who are based on lineage. (Hoehne & Luling, 2003). The lineages are 

dating back from the Prophet Muhammad, highlighting how embedded this structure 

is in society (Pham, 2011; Bader, 1999). Nevertheless, this division of society and 

the clan-families configuration is one of the primary reasons for conflict (Webersik, 

2004). The use of “communities” is excessively broad and does not include notions 



16 

 

such as patrilineage, where family membership is attributed from the father lineage 

(Lewis, 2012). Also, one of the main elements of the unity of clan-families is 

kindship. Diya paying groups are constituted of short and few lineages who support 

each other in jural duties through Diya payments. (Lewis, 2012). Nevertheless, the 

term “clan” and “sub-clan” can be argued as polarizing amongst academics 

therefore, the term “clan-family” has been preferred for the thesis, as it remains 

precise to describe this concept of segmentation of the society. The segmentation 

of the society into clan-families is the base of the Somali society and the division of 

clan-families has spurred many conflicts across the Horn (Horst & Musa, 2019). 

1.2.1 Collective accountability  

A specific cultural trait of Somaliland is that accountability is collective. If the 

member of the same clan-family or sub-clan family commits a crime, all his kinsmen 

can be held responsible (Horst & Musa, 2016). However, it only applies to the adult 

males of the clan-families. This accountability forces sub-clan-families to participate 

in collective decision-making. In the end, business individuals have more incentives 

to shape the political governance, if they can be held responsible for crimes they 

did not commit.  (Horst & Musa, 2016). For instance, if the death of someone from 

other clan-families was caused by someone from another clan-families, the 

business owners are the ones paying a salient part of the compensation, in Somali, 

it is referred to as “Diya”. Diya in Arabic refers to “Blood money”, the diya-payers’ 

groups are linked with each other’s with the customary law named “Xeer”. (Ridout, 

2012). If one person from one group is responsible for the harm of someone from 

another clan-families, the responsibility is on the group to collectively pay the group 

of the victim. (Ridout, 2012). If the business owners, often the richest actors of sub-

clan-families, have an important part of the responsibility to play in conflict-

avoidance. 
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1.3 “Fragile state” or “Failed State” 

The discourse of a failed state was framed in a context of security discourse by 

powerful countries from the Global North, principally based on a preoccupation of 

terrorism without borders. Fragile states are often analyzed with the lens of Western 

interests (Boas & Jennings, 2005). Rosberg asserts that “Citizens depend on states 

and central governments to secure their persons and free them from fear” (Rotberg, 

2004, p6). When assessing the “collapse” of various African states in the world, the 

main characteristic of state collapse is defined by the loss of monopoly of the 

legitimate means of violence. If this ability is not guanranteed, such entities do not 

qualify for the classical definition of states by Max Weber (Call, 2008). “Failed” 

states apply to wholly collapsed states,  where no central authority can ensure basic 

provisions of the states (Call, 2008). The etymology of failure derives from the 

French “deficiency” and presents limitations as researchers from Western societies 

might have biased to define what is a model of state and what is failing to adhere to 

the model. Nay argues that concepts of failed or fragile states are superficial, 

confusing and policy-orientated labels (Nay, 2013). Also, western science regards 

language as a fundamental expression of reality and holds the “logos” has 

epistemologically superior. For Mazarr the concept of “fragile” state distinguishes 

itself, and even replaces the term “failed” states (Mazarr, 2017). Therefore, for all 

the above-mentioned reasons the concept of “fragile state” will be preferred 

throughout the thesis.  

 

 Statehood 

The perception of fragile states is often made in comparison to social/liberal 

democracies with industrialized and formalized market economies, where the state 

occupies a central position in terms of political structure. In Somaliland, the state is 

acting in parallel with economic, religious and foreign-based institutions. The 

representation, legitimacy, security, social welfare, goods, and services are given 

by formal and informal partnerships with all these actors. (Bryden, 2003).  
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2.1 Complicated historical Past 

For a state to function properly, political stability is an enabling factor for economic 

development. Inhabitants of Greater Somalia, who are Ethnics Somali living in the 

Horn of Africa, have experienced civil wars, dictatorships, military coups and various 

forms of autocratic governments (Bryden, 2003). It is argued in the academic 

literature that countries who have experienced a civil war are most likely to 

experience negatives externalities, such as lowered political stability and economic 

growth as well as having their FDI attraction hampered (Di John, 2006). 

On the 26th of June in 1960. The former British territory received independence. 

More than thirty members of the United Nations (UN) gave the brand-new state 

formal recognition. Less than a week later, on July 1960, the State of Somaliland 

entered a union with the former Italian Somalia to form the Somali Republic. This 

new state was built on democratic principles and the rule of power would be 

compromised fairly between the two states. (McConnell, 2009). The president would 

be from the former Italian part of Somalia, and the prime minister rule would be from 

the former British part of Somalia. On the surface, this brand-new country would 

create the long-awaited reunion of Somali. (Ridout, 2012). The Somalilanders 

quickly realized that they had accepted to a hasty marriage without safeguards 

(Hansen & Bradbury, 2007; Pham, 2010). The huge majority of the elites of the 

country were coming from Italian Somalia. (Hoehne, 2013). In reality, the northern 

part of Somalia started to be marginalized by the newly formed government, mostly 

because of the geographical remoteness and the various clan-families politics 

differences, as Somalilanders are mostly Isaaqs clan-family. This union was hastily 

made and did not meet the minimal standards for validity, at least from a legal 

standpoint (Bader, 1999). The rapid fall of the democratic system, the corruption, 

and the clan-families discrimination started to divide once again Somalia 

(Berekteab, 2012). During the clan-family conferences in the years 1990, clan-

family leaders decided to establish a peaceful co-existence with the creation of 

central institutions. Burao is the third-largest city in Somaliland and during a 

conference in May 1991, clan-families elders decided to declare independence from 
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Somalia, invalidating the act of union of 1960 with Somalia. This separatist 

movement didn't receive any recognition from any country. As above-mentionned, 

at the end of the British protectorate in 1960, up to 35 countries recognized the 

independence of Somaliland (Horst & Musa, 2019) 

 

2.2 The motherhood state of Somalia 

The motherhood state of Somalia had no central government since 1991 and is 

sometimes qualified as a “collapsed state”, anarchic and torn by war (Ridout, 2012). 

This assertion remains true geographically for the majority of the country, the East 

and especially the Southern lands of Somalia. In 2012, it was the sixteenth attempt 

to build a Somali government since 1991 (Omar, 2012). As said previously, state-

building in Somalia comes with a natural warranted skepticism (Pham, 2011). 

Puntland, another autonomous region the northeast, enjoys more stability than 

Somalia itself but remains committed to a federal state of Somalia. Puntland decided 

not to secede from Somalia and become an autonomous regional state to rebuild 

the collapsed region (Hoehne, 2013). Ridout asserts that the Somali state does not 

survive because it is recognized as such by its citizens, but because the 

international community claims it, as a country. (Ridout, 2012). This assertion raises 

interesting questions concerning the respect of statehood criteria to pursue 

diplomatic recognition.  

 State formation  

3.1 Creation of a democratic government in Somaliland 

In the North-Western area of Somalia, the region of Somaliland declared its 

independence through self-secession in 1991 and built a form of democracy and 

enjoys relative levels of stability and peace. Puntland and the south of Somalia are 

regions that cannot ensure the respect of the rule-of-law, whereas Somaliland 

usually respects the enforcement of regulations (Ridout, 2012). The newly created 

government was charged of including non-Isaaq communities into the government, 

prepare democratic election that will be embedded in the constitution (Bradbury, 
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2003). Despite major issues such as security and deep poverty found in neighboring 

societies of the Horn of Africa, the state succeeded in establishing a representative 

government and state institutions (Ridout, 2012). The institutions are democratically 

elected, and “international observers of the Somaliland elections were fairly 

unanimous in their views that they were, on the whole, among the freest and most 

transparent democratic exercises ever staged in the Horn of Africa” (Bryden, 2003, 

p8). The establishment of direct elections for local councils exercising the 

enforcement of the law on a local level is allowing for a shift in the power distribution 

in the governance, which is promoting a more decentralized form of government. 

(Ridout, 2012). Therefore, Somaliland enjoys highly democratic procedures, pushed 

by Western states (Interview with public actor H, 2019), despite a lack of 

international recognition and a problematic relationship with its mother state.  This 

raises the interesting question of how the legitimacy of a state is assessed, 

especially in the context and the international reputation of  Somalia, commonly 

associated with civil war, pirates, famines, and terrorism.  

 

3.2 Democracy and representation 

Democratic elections can threaten the peacebuilding, especially if the person 

elected is not part of the clan-families of the majority, the Isaaq clan-families. 

However, it also reinforces the legitimacy of the state, at least internally, that 

someone coming from a minority can be democratically elected in Somaliland 

(Ridout, 2012). Legitimacy is a crucial and centered topic; indeed, the government 

can be preventing civil liberties as a way of expressing authority (African rights, 

2003). For the multi-party system to strive, it remains important to have strong 

opposition parties, to obtain from falling into a one-party rule system, to keep the 

state legitimate representation of the people will. Many non-states social institutions 

that are aligned with the customs and religious beliefs are incorporated in the 

governance of the state, which gives the government more popular legitimacy than 

governments from the past. These different actors have different ambitions, for 

instance, religious elders have their own agenda, such as female genital mutilation 

and aim that sometimes are conflicting with others' ethnic, democratic, business 
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interests that are participating in the social fragmentation of the state. (Boege et al. 

2008). These previous governments were not as hybrid, the power dynamics were 

split markedly between fewer actors and caused the previous states to lack 

legitimacy. (Ridout, 2012).    

 

 Peacebuilding 

“Although the concept of peacebuilding was first developed in 1975 it only made its 

way onto the international agenda in the early 1990s. Since then, the field of 

peacebuilding research and policy practice has seen a substantial shift in focus from 

international to local peacebuilding” (Paffenholz, 2012, p11).  Peacebuilding can be 

defined as “action to identify and support structures which will tend to strengthen 

and solidify peace in order to avoid a relapse into conflict” (Boutros-Ghali, 1995, 

p21). Galtung, defines it as addressing the root causes of armed conflicts to support 

capacities of the local state for conflict resolution and sustainable peace. (Galtung, 

1976). Peacebuilding is either before the beginning of the conflict or after its end. 

Whereas peacekeeping practices are preventing the resumption of the given 

conflict. "Peacebuilding involves a range of measures targeted to reduce the risk of 

lapsing into conflict by strengthening national capacities at all levels for conflict 

management. Peacebuilding strategies must be coherent and tailored to specific 

needs of the country concerned, based on national ownership” (UN, 2012, p5). 

4.1 Bilateral meetings and clan-conferences as a peacebuilding tool 

“In war-torn societies with weak or nonexistent states, the process of peacebuilding 

typically requires a parallel state-building project in order to quickly provide broad-

based, tangible material benefits to peace” (Ridout, 2012, p156). The peacebuilding 

and state-formation processes in Somaliland received quite a lot of attention from a 

political lens for their uniqueness in the academic literature, but not from an 

economic perspective. The bottom-up approach to peacebuilding was first many 

bilateral meetings of limited size to solve urgent issues, then steered to clan-family 

conferences of greater size solving more complex and less local issues (Walls, 
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2009). Hoehne also argues that many of the peacebuilding processes of the 

traditional institutions got hybridized throughout history, which will be further 

covered in the hybrid political order section (Hoehne, 2013).  

4.2 Participation of clan-elders  

During the peacebuilding and state-formation processes, many clan-families-elders 

and strong selfless leaders did put the interests of the majority – in this case, safety 

– above their personal interests in the state-creation process. (Ridout, 2012). During 

the early 1990s, the government was not functioning properly and these leaders 

where one of the main pillars to maintain peace, mostly through charismatic 

leadership in clan-families conferences (Hoehne, 2013). The absence of diplomatic 

recognition and international aid support for the reconstruction of the state, gave 

certain freedom to Somalilanders to design a model of modern African government 

which considers customs within its political framework. (Ridout, 2012).  

 Business for Peace 

Business for peace literature does not encompass business actors as political 

actors. (Ganson, 2019). Nevertheless, the private sector participates in the stability 

of the state through clan-family mediation and loans to finance the government 

(Horst & Musa, 2019). Other actors, such as the United Nations, are pushing 

programs like Business for Peace (B4P) which acknowledge the role of the private 

sector for peacebuilding, especially in hybrid political orders. Businessmen in 

Somaliland have increasingly recognized that the relative stability of the state can 

protect the success of their investments. (Interview with private sector C, 2019). 

Therefore, it presents an interesting incentive for these business elites to participate 

in state-formation and peacebuilding procedures, which ultimately benefits their 

economic activities. (Interview with private sector C, 2019). One of the pillars of 

successful business for peace paradigm is the inclusion of business as a 

peacebuilding actor across government policies and foreign NGO program’s which 

are gradually taking more space in the political agenda of Somaliland. (Ganson, 

2019).  



23 

 

 

5.1 The need of the private sector in peacebuilding 

In the international development literature, actors such as the United Nations (UN), 

the World Bank, governments and civil societies organizations are growingly 

acknowledging the need of the private sector to encourage human security targets 

(Barbara, 2006). It is increasingly common to accept the contribution of the private 

sector has an important factor in issues outside of the economic spheres. A growing 

literature exists and asserts how companies can build peace in the warn-torn 

societies where they run their operations (Anderson, 2011). The focus proposed by 

this literature is to address the political challenges through the collaboration of the 

various actors (Barbara, 2006). Oppositely, it is often contrasted with NGO-driven 

critiques against the private sector responsibility of the perpetuation of war and 

human rights abuses. (Global witness, 2001). The private sector can also be held 

responsible for lobbying against new social regulations which could potentially be 

peace-keeping measures (Horst & Musa, 2019). Currently,  few nations in a post-

conflict context did put the private sector economic activity as a base for their 

peacebuilding activities, such as East Timor, Afghanistan or Iraq (Barbara, 2006). 

However, these states might have fallen into the pitfall of prioritizing private sector 

interests over the reinforcements of social agreements as a basis for businesses in 

enduring peace.  

5.2 The nuanced influence private sector as a peacebuilder.  

Barbara argues that the impact of the private sector needs a more discerned 

approach that encompasses both the negative and positive contributions of the 

private sector to state-building. (Barbara, 2006). By forgetting to encompass the 

private sector, the literature is not taking into account all the political actors and the 

policies for peacebuilding are not connected to the reality of the process (Barbara, 

2006). Nevertheless, the private sector can be responsible for the aggravation of 

social conflicts, weakening political settlements and sometimes private sector 

containment is one the key factors for peacebuilding (Barbara, 2006). The role of 

the corporate sector is not strictly contributing to "peace" or "war" but needs a more 
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nuanced approach to its impact. Business engagement can at the same time 

contribute to "war", "peace", or neither of the two.  

5.3 Peacebuilding practices through unusual channels.  

Businesses depending on diaspora remittances are more likely to carefully avoid 

transmitting funds to questionable activities (Interview with public sector B, 2019).  

Remittances are a tool to demilitarize, for constructive purposes instead of 

participating in the effort of war (World Bank, 2005). Business elites have engaged 

historically former armed militias to instead serve as private entities to protect them. 

(Interview with public sector B, 2019).   

Lastly, another important specific-cultural trait of Somaliland peacebuilding, is the 

participation of the plant named as “Khat”. The latter is an addictive drug chewed 

across many regions of the Global South and the Horn of Africa. It is imported from 

Somalia for the major part and represents a severe loss of the overall economy as 

it is usually controlled by warlords (Hansen, 2013). If taxed, this potential source of 

income could be used for health, education, female genital mutilation abolishment 

and so forth. Hansen evaluates the total quantity of tons imported by the Somaliland 

government of around 6500 to 7200 tons per year, representing a value of 50 million 

dollars (Hansen, 2013). The addiction to Khat participates in the hampering on the 

development, as it directly affects the productivity levels of Somaliland. This 

commerce is detrimental as it is usually owned by business elites who earn large 

amounts of revenues to finance conflicts and have financial interests regarding the 

longevity of conflicts (World Bank, 2005).  

5.3.1 Khat as a participative democracy and conflict-mitigation 

tool  

It is false to say that the private-sector Khat industry only has negative impacts on 

the economy, has it is responsible for the employment of more than 7500 people 

and an estimated amount of taxes collected to be about 5 million US dollars. 

Interestingly, the common practice of Khat consumption played a salient role during 

the clan-families conferences and peace meetings held in the early 1990s in 



25 

 

Somaliland. It created an atmosphere to rebuilt trust among warring clan-families 

(Walls, 2009). Khat is an inclusive practice, which encouraged non-politicians’ 

civilians to take part in the debates, promoting the participation of a larger public in 

the conferences, and participated in peacebuilding (Hansen, 2013). Hence, the 

success of peacebuilding practices is due to a bottom-up approach with the help of 

clan-families conferences, ruled by clan-families elders. It is undeniable that the 

help of the Diaspora, of the civil society, country-specific mediation tool such as 

Khat chewing sessions, and the participation of religious leaders and local business 

owners are pushing for reconciliation. (Bradbury et al. 2003). 

 Hybrid Political Order (HPO) 

6.1  Introduction  

Hybridity represents a crucial challenge for policies in processes such as state-

building, conflict resolution, construction of democracy and thus requires particular 

attention (Kraushaar & Lambach, 2009). The success of the formalization of this 

hybridization is one of the unique success stories of HPO in the world (Boege et al. 

2009; Renders & Terlinden, 2010). Hybrid political order (HPO) is defined as a 

model of statehood where informal and formal systems co-exist, intertwine and 

overlap (Kraushaar & Lambach, 2009). In other words, hybridity is not solely a co-

existence and co-operation between various “non-official”, “informal” or “state” 

actors exercise service provision and public authority of citizens. (Meagher, 2012). 

It is a system where public institutions, formal and informal actors, implementers, 

decision-makers are intertwined. It is argued against that the success of the state 

to engage in productive negotiations, was not maintained in the long run, at least 

until the beginning of the 2010s. The ability to enforce the law and the hybrid 

composition of the governance allowed the state to adapt, answer to the local needs 

was, in the end, a short-term provision (Renders & Terlinden, 2010). These author 

also argue that this statehood adaptation was not healthy and did not provide 

productive and legitimate instruments of negotiation and that the current hybrid 

constitution of elements is threatening the stability of the government and the 

political situation in Somaliland.  
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In its construction, the state of Somaliland institutionalized the roles of clan-families 

elders by creating the house of Guurti (the council of chiefs), as the second chamber 

of the Somaliland bi-cameral political system. This unique form of integration indeed 

takes into culturally specific traits of the state but can also be analyzed as a strategic 

political choice to increase the legitimacy of the state in the eyes of its citizens. In 

the hybrid governance, and hybrid political order literature, it can also be considered 

as a way to formalize clientelist relations between sub-clan-families, or between 

supporters of the regime and its representatives. (Kraushaar & Lambach, 2009). 

Clientelism can represent a political leadership dilemma between the affirmation of 

customary status through the distribution of gifts to relatives; while the politician 

status forces the individual to prioritize the interests of citizens, not clients. (Nolan, 

2009). It is also salient to mention that hybridity between the two spheres, state and 

non-state entities, does not always imply harmony between the main actors. The 

relationship between customary authorities and state entities can take different 

forms. (Hoehne, 2013). These interactions can range from incompatibility to 

complementarity in the political process decision makings. (Clements et al. 2007).  

For some scholars, this habitation allowed the state to take into account the local 

needs and engage in democracy processes at the beginning of the state formation, 

nevertheless, this aspect was not maintained over time (Renders & Terlinder, 2010). 

The private sector participated in the post-war economic recovery of the fragile 

state. The government was not in the capacity to exercise basic functions. This 

allowed small and medium enterprises to fill institutional voids. The gross domestic 

product contribution by the government was under 10% (WorldBank, 2015). The 

lack of direct financial aid to the government hampered the participation of the state 

on providing basic needs. This absence of direct financial aid to the government is 

due to the absence of legitimacy and recognition from the International community.  

(EU Bank, 2012). 

6.1.1 The influence of colonial powers on the HPO 

The political organization of the British protectorate and the Italian colony were 

different, the Italian had many colonists settled in Mogadishu, replacing Somali 

customs with a more bureaucratic, centralized, Western-style approach. (Ridout, 
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2012). The colonial power changed the social organization, reformed the customary 

law with the Italian law and repressed customary traditions. Through bribery of clan-

families elders and business owners, they exacerbated clan-families divisions and 

conflicts (Ridout, 2012). In other words, Somalia was getting colonized whereas 

Somaliland represented a trading base to support the other colonies, such as Aden, 

known today as Yemen. This dichotomy in colonial governance profoundly impacted 

the Somali societies and state-formation processes. The British rule enabled the 

preservation of customary institutions, whereas the Italian influence on Somalia 

“resulted in the erosion of traditional forms of political organization and centralized 

colonial administration” (Dill, 2010, p280). The reconfiguration of local identities by 

colonialism has often been responsible for the intensification of ethnic identifications 

and belonging.  

 

6.1.2 The resurgence of traditional authorities  

Because of colonial and post-colonial influence, the roles and legitimacy of 

customary authorities have evolved over time. Before the influence of international 

actors, the customary institutions were in the first position of power over pastoral 

nomads, therefore permanent positions and state offices structure were absent. The 

social and business regulations were principally regulated through patrilineal groups 

or the customary law (Hoehne, 2013). But sometimes alliances were based on 

affinities, friendships or common business interests (Lewis, 1961). The majority of 

the conflicts before the colonization and protectorates were mostly due to pastoral 

conflict, such as access to water or pasture for the livestock’s and were resolved by 

the elders of clan-families. With the British advents in Somaliland, the first HPO was 

born, these actors were included in their system of indirect rule, mostly through 

financing. Gradually, the system ruled by European powers and loyal colonial 

agents replaced independent traditional elders in their function. The type of 

relationship was more about subordination that complementarity (Hoehne, 2013). 

Then Somaliland and Somalia united, and during the presidency of the dictator Siad 

Barre, who officially disapproved traditional customs, these political influences got 

marginalized as they were considered to be hampering progress. Nevertheless, the 
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HPO continued to play a role in the places where the state had no enforcement, in 

the shadows of the state, mostly through mediation, especially in zones where 

Bahre was contested (Hoehne, 2013).  

Members of the Isaaq clan-families gathered during the civil war, after feeling 

marginalized for years in the North-West of the country. The customary institutions 

gained back the initial power and decided to establish the Somali National 

Movement (SNM), in 1981 to revolt against the centralized government of 

Mogadishu. The guerillas were led by foreign-educated leaders and heavily 

depended on the support of relatives in financial terms. (Reno, 2003). Members of 

minority clan-families, such as the Darood, decided to choose the side of the Somali 

government against the SNM, mostly run by Isaaq’s. The customary institutions 

were partially involved in the organization of the conflict against the guerillas 

(Hoehne, 2013).  

6.2 Institutionalization of the customary actors 

Until 1993, the importance of the clan-families elders was not formalized in the 

Somalilander economy and society. During one of the reconciliations gathering in 

Borama, the instauration of the House of Guurti gave a new voice to the promotion 

of peace by resolving on-going conflicts. The society of Somaliland did change over 

time by transitioning from a clan-families-based representation to a complex 

representative democracy taking into account the various clan-families of the state. 

(Hansen & Bradbury, 2007). Due to the organization of politics in Somaliland, the 

acknowledgment of the role of clan-families in the society through clan-families 

conferences, this hybrid nature of governance is one of the few examples of 

formalized diversity, plurality and hybridity of governance in the world. The House 

of Guurti is a key principle in the organization of society. Somaliland is by essence 

an example of complex hybrid governance (Boege et al., 2008).  

The government of Somalia heavily bombed parts of current Somaliland, forcing 

massive migrations of Isaaqs in neighboring Ethiopia, and the Guurti council was 

born, created with many traditional institutions. Before the independence of the 
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Republic of Somaliland in January 1991, the victory of the SNM over the Somali 

national military happened and was decisive concerning the future of this united 

states of Somalia. The traditional authority in place engaged in conflict mitigation on 

a local level, which became the base of political and social reconstruction of the 

state. This association of the Guurti and Somali National movement gained traction 

and started incorporating Non-Isaaq members as well as business elites. (Hoehne, 

2013). Two years after, during the Borama conference of 1993, this association got 

institutionalized and the Guurti house became the House of elders, part of the bi-

cameral political system in the capital Hargeisa (Renders, 2007). Puntland, contrary 

to Somaliland, decided not to institutionalize these authorities. Puntland saw their 

elders and “Isimo” authorities take roles in conflict mediations on the national level 

and more importantly on the local level. “Isimo” in Somali refers to the most powerful 

customary authorities.  

6.3 The factors of success of the peacebuilding practices in the HPO 

Nevertheless, the question of why this peacebuilding model did work received less 

attention in the literature. The sense of a shared identity and inclusiveness among 

Somali cultures eased the creation of a consensus and the local ownership of the 

newly formed Somalilander state. This creation of a Hybrid Political Order (HPO) 

was accessible and somewhat familiar, relevant in the local culture. The fact that 

the HPO was in following with the cultural customs, locally produced and not copied 

on the Western approach to designing political orders, meant that the emerging 

state reflected a certain will of the majority. (Ridout, 2012). In other words, it is 

impossible to reproduce the form of the state as the Global North conceive it but 

needs to assess local customs to create a well-working hybridization, legitimized in 

the eyes of the voters. It might give international actors such as the United Nations 

(UN) tools to re-design peacebuilding practices in a less ethnocentric approach. 

(Fernandez & Garcia, 2017). The denunciation of postcolonial tendency is to 

destabilize, sabotage the inclusive, humane and progressive nature of colonized 

territories (Fernandez & Garcia, 2017).  
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6.3.1 Power dynamics between the state and traditional 

institutions 

In the assumption where the relationship is incompatible, where the state gets more 

powerful, the customary institutions become weaker and vice-versa. This is often 

explained with the analogy of a seesaw, concluding that there is a form of balance 

in the middle. The real driver of the success of the peacebuilding process is the 

bottom-up approach, led by customary institutions. These were not necessarily from 

the Guurti – SNM association but also from other sub-clan-families who were not 

directly involved in the conflict.  (Farah & Lewis, 1993). With the institutionalization 

of the role of the elders, it is argued that Cigaal, the former president pressurized 

and bribed the elders, which increasingly took the side of the government. (Hoehne, 

2013). The former president participated in conflicts that divided the Guurti, and 

eventually participated in the stabilization of the government (Balthasar, 2013). The 

seesaw model mentioned has shifted towards the side of the Western classical type 

of institution (Hoehne, 2013).  

Hoehne concludes that the relationship between the Guurti’s and the political 

governments has never been balanced. At first, after the Borama conference of 

1993, the SNM-Guurti dominated the political hybrid governance (Hoehne, 2013). 

Then the elders slowly lost power in the democratic regime with the 

institutionalization of their function. The stronger the governments representing the 

civil society were, the less power the Guurti members had. Is it argued that it is due 

to the distance between the elders and their rural communities, the comfortable 

urban life made possible by the government payments.  

6.3.2 Limits of HPO the case of Somaliland 

HPO’s are a tool to discover and understand how legitimacy and power are spread 

where the Western model of the democracy does not prevail (Hoehe, 2013). They 

can also be shown as an alternative way of a successful statehood, for instance 

with the combination of modern political institutions and traditional customs. 

Nowadays, according to Hoehne, this HPO is imbalanced, crippled, threatening 
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democracy, undermines the legitimacy and authority of the state institutions. 

(Hoehne, 2013). What can be done beyond international political aid or military 

interventions to help states crippled with structural instability and ineffectiveness 

(Hoehne, 2013). Hoehne also argues that the postponed political elections, as well 

as the canceled Guurti elections of 2006, are examples of how HPO’s and the 

inclusion of customary structures ca hinder democratization and the establishment 

of a powerful state. State politics can hamper the legitimacy of customary 

authorities, and the opposite is also possible. The discussion between local power 

dynamics can illustrate the limits of the HPO’s and why they can become unable to 

act, crippled by the power dynamics between the various decision-makers of the 

state. (Hoehne, 2013). 

6.3.3 Limitations of the influence of religious leaders 

Nevertheless, these traditional institutions can come with a cost for the youth, 

women, or minorities (Clements et al. 2008). In Somaliland, a saddening example 

is that according to the Edna Adan Hospital in Hargeisa, 97% to 99% of women 

have been genital mutilated because of the tradition, even if the FGC is not a 

religious obligation, people believe it is. (Lunde & Sabbakken, 2014). The problem 

with mixing national spheres and traditional, legal-rational institutions is that it can 

lead to situations of conflict of interest. For instance, members of 

traditional/customary entities can be accused of corruption if they were to use public 

funds to the benefit of members of their community or their kin group. (Clements et 

al. 2007). Hybridity has to potential to include different types of legitimacy in the 

government (Clements et al. 2007) and can also be the meeting points for conflicts 

of interests, here at the expense of the minorities and the weakest. 

6.3.4 The ambiguity of the HPO the locals 

Some authors, like Logan, push the point even further, arguing that citizens living 

under these dual systems are not able to draw a sharp line and distinction between 

the various spheres of the HPO, as most academics would expect (Logan, 2009). 

For the author, it’s a step towards a deepening of democracy, but not a step toward 
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what could be qualified of  as true democracy (Logan, 2009). It is often assumed 

that a balanced power dynamics relationship can be achieved between the state 

and customary actors and that this relationship is permanent. Also, it is important to 

mention that the ineffectiveness of the state puts a lot of pressure on the shoulders 

of NGOs, traditional customs institutions and so forth, which are not always capable 

to assume full responsibility on such important tasks. (Clements et al. 2008). 

In imbalanced HPOs, either the state or non-state-actors dominate. As above-

mentioned, during the creation of the state of Somaliland, elders had to take the 

most important role of conflict mitigation and exerted a form of domination in the 

local HPO. Soon enough, the government increasingly controlled public 

infrastructures, such as ports and airports. One of the main limits of the traditional 

institutions is that often times, they lost a form of legitimacy when dealing with tasks 

outside of their expertise zone, and sometimes got corrupted by leading politicians 

or business officials. For Hoehne, the result of such developments results in a 

“crippled hybrid”, where neither the customary organizations or the state 

government are functioning sufficiently well and might negatively impact each other. 

(Hoehne, 2013).  

6.3.5 Various forms of authority 

Weber makes an interesting distinction between various forms of authority. 

Traditional authority is based on the personal relationships between the dominant 

and the rulee. Charismatic authority is defining kings, religious leaders, clan-familiu 

leaders in Somaliland that might have magic abilities at their disposal. (Dusza, 1989; 

Hoehne, 2013). Certainly, classified types like these do not exist and in reality, these 

kinds of authority overlap (Dusza, 1989). In every political system, especially in 

HPO’s, there is always one type of authority that dominates (Hoehne, 2013). 

Authority is usually based on a form of legitimacy, and in modern western societies, 

it is usually based on legal procedures and democratic elections (Lutz & Linder, 

2004). The limits of legitimate relationships are defined by law. Whereas in a context 

like the ones in Somaliland, legitimacy is closely gathering groups such as clan-

families, villagers, blood kinsmen and legitimacy is embedded in the local culture 
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and traditions. Traditional authority depends on the willingness of adepts to accept 

the authority to a leader bound to traditions (Dusza, 1989). Some authors argue that 

in the case of societies with weak institutions, or institutions struggling with their 

legitimate authority, like Somaliland, leaders from traditional institutions need to 

continuously earn the respect and support of their followers, to the risk of being 

replaced (Kurtz, 2001). This kind of charismatic authority relies on the production of 

exceptions, or miracles. If these miracles were not to happen the legitimacy of the 

leaders is compromised and they can find their positions at risk, presenting one of 

the limits of the legitimacy of this kind of authority. (Dusza, 1989).  

This distinction between the various find of authority helps to understand hybrid 

political orders and its implications. This is specifically the case in Africa, where the 

failure of the Western model of the state or the rational, bureaucratic institutions did 

fail as a model of development of a part of the African nations. (Hoehne, 2013). In 

this case of important state fragility, an extensive amount of literature has been 

analyzing the resurgence of customary institutions and customary authorities, such 

as clan-families elders or religious leaders. These actors never stopped to be 

important in their society but came to the prime position of decision making where 

political times were complicated and cause the retraction of the state. (Ridout, 

2012). The role and importance of these institutions during the state collapse or 

weakness, and the reconstruction after the various crisis and wars have been well 

assessed in the literature concerning Somaliland.  

6.4 Conclusion HPO 

This hybrid political order is representing the will of the majority despite state 

incapacities (Ridout, 2012). The relationship between the state in search for 

approval of its legitimacy and the traditional institutions trying to respect their 

customs is often described as complex, uneasy and not permanent in contemporary 

African politics (Ridout, 2012). The main limit that Hoehne finds in the HPO literature 

concerning the Somaliland case is how mystified and romanticized the HPO of the 

early 90s was, and he argues that this golden past is not the case today anymore. 

(Hoehne, 2013). Hoehne argues that the HPO was more efficient before the 
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institutionalization of the Guurti House. This kind of power imbalances are argued 

natural in state affairs and greatly influence the development in such orders. 

(Hoehne, 2013). The dynamics of the HPO hindered the formal democratization of 

Somaliland. The literature encompassed the importance of the distribution of power 

and the limits of the HPO. It is crucial to ask the power imbalances and to question 

the stability of such hybrids, which are greatly influencing the development of the 

state and peacebuilding processes  

 Diplomatic recognition 

7.1 Diplomatic non-recognition 

To this day, one of the main hurdles of economic development is the diplomatic-

recognition of the self-secessionist autonomous region of Somaliland. The absence 

of international recognition impairs Somaliland from entering bilateral agreements 

and beneficiating from direct foreign aid (Mukhtar, 2017). The on-going combat 

between Somaliland and Puntland over the regions of Sanaag, part of Togdheer 

and Sool also participate in lack of international legitimacy of the state (Ridout, 

2012). Puntland administration wanted to participate in the federal Somalia, 

whereas Somaliland always wished to be recognized as an independent political 

entity. During the British protectorate, these contested regions where parts of British 

Somaliland, and therefore the government of Somaliland claims it as a part of their 

territory. The African Union and the UN do not promote the creation of new states 

based on colonial borders (Interview with private actor C, 2019). These political 

interferences and conflicts are hampering the claims of safety, stability, and security 

of the government of Somaliland, and in fine their legitimacy as a state.  

7.1.1 Lack of foreign aid 

Arguably, the absence of foreign direct aid presented another benefit. Over the last 

sixty years, a transfer of capital above 2 trillion US dollars from rich countries to 

poorer countries has caused a vicious circle, corrupting local leaders who thirst for 

power of enriching themselves. Africa is the main recipient with approximately half 

of these flows of capital. With excessive amounts of cash are easily accessible, the 
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potential misuse of money intended towards solutions to tackle poverty can be used 

for personal benefit, and also creates a form of dependency (Moyo, 2009). 

7.1.2 State-hood criteria for recognition 

It is quite logical to assume that “if something looks like a banana, smells like a 

banana, tastes like a banana, then the chances are good that it really is a banana. 

Likewise, if something looks like a state, smells like a state and tastes like a state, 

then it should be pretty safe to assume that it really is a state, right?” (Bryden, 2003, 

p341). As the Canadian analyst Matt Bryden has argued, “Somaliland should have 

no trouble passing the “banana test”, it fulfills the principal criteria’s for statehood 

defied in the 1933 Montevideo convention on the rights and duties of states. 

(Bryden, 2003, p341).  

It possesses a permanent population, even if nomadic, a defined territory, even if 

created by colonization, a functioning government, which functions as a hybrid with 

non-state institutions and can enter diplomatic relations. Yet Somaliland is still not 

recognized as a state. At least from a legally speaking point of view. Somaliland has 

failed to achieve recognition from anyone, in spite of the fact that it is reasonably 

stable, while Somalia is a failed state at has had no functioning central government 

for more than a decade (Ridout, 2012). Nevertheless, this non-recognized state still 

remains safer and more stable than its counterpart Somalia, which remains quite 

illogical as the advantages of recognition should have benefited  Somalia to become 

a stable state (Bryden, 2003). 

7.1.3 The limits of diplomatic recognition criterions  

Countries like the newest state in the world, South Soudan or another example such 

as the mother state of Somalia fills fewer criteria for Statehood than Somaliland 

(Interview with public actor A, 2019). In 2011, after the genocide of Darfur, 

discrepancies in religion, languages, political interests and resources influenced the 

Sudanese National Islamic Front and rebel groups of the South of the country to 

push for independence. (Collins et al. 2008). South Sudan became independent 

although some disputes remained with the Northern government, where 97% of the 
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remaining population is Muslim (UNDP, 2012), compared to the 6.2% of the 

inhabitants of South Sudan who adhere to Islam. However, according to the 

International Religious Freedom report, claims that there is no reliable data on the 

proportion of Muslims in South Soudan, (UNDP, 2012). With a majority of people 

being Christians, about 75% of the oil reserve or the former Soudan are located in 

the newest state in the world, spurring conflicts of interests between the two-newly 

separated countries and conflicts in at least 9 of the 10 South-Sudanese states in 

2011, a child marriage rate of over 50% more than 4 million individuals displaced 

since the civil war of 2013 over a population of approximately 11 million inhabitants 

in 2018 (UN, 2019). Nowadays, the newest country in the world ranks as one of the 

least happy, least peaceful states in the world. (UN, 2019). Therefore, targeting the 

fulfillment of the criteria of statehood might not be sufficient to achieve recognition, 

as other factors can play a part in the decision-making in terms of recognition in 

states, this will be covered more in-depth in chapter 6 dedicated to the conclusion.  

7.1.4 Aftermaths of the South Sudanese diplomatic recognition 

Since independence, the various groups of South Sudan struggled to unify, the 

motive to fight the common enemy was not present to keep reunification stable. 

Contrary to Somaliland, people don’t have a sense of belonging to a shared nation, 

people have been historically identifying by ethnicity that nowadays it sometimes 

still the case. However, having these reserves of fossil fuels spurs violent conflict 

as the ethnic groups are competing for the scarce resources they need. Therefore, 

recognition is not the holy grail solving factors of all problems of a non-recognized 

state.  

7.2 Statehood 

Somaliland does not have the legal sovereignty defined by Rosberg & Jackson 

(1982), nevertheless reached sufficient levels of economic recovery from the civil 

war, a high degree of public safety and local legitimacy (Menkhaus, 2006). It is 

crucial to mention that these characteristics have been achieved without the 

monopoly of the legitimacy of the use of power; considered crucial for the provision 

of public security (Fernandez & Garcia, 2017). The function of the state, according 
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to the classical definition of Musgrave, is that the government should provide 

stability for an economy, distribute the wealth creation equally between its citizens 

and finally to allocate resources properly (Musgrave, 1959). 

In the majority of the scenarios, fragile states are being compared with the OECD 

Western States, a liberal constitutional republic or kingdom, with a democracy 

based on an industrialized market economy. The comparisons are naturally based 

on the classical standard of the Weberian representation of the sovereign state; and 

other forms as sovereignty such as hybrid political orders can be presented as 

deviant cases if they are not similar by any degree on a Weberian Scale (Boas & 

Jennings, 2005). To promote the liberal state as the normal, obvious and 

recommended model is not assessing the historical context, the customs of the 

country. (Boas & Jennings, 2005). They also argue that to qualify something as 

failing or as a failure is a normative judgment, and only make sense when compared 

to something else. The definition of a Western healthy state presents not relevance 

in the case of Somaliland, as it simply never existed here. (Boas & Jennings, 2005).  

 

7.3 The arguable success of the Somaliland state 

7.3.1 The success of state-building and peacebuilding in 

Somaliland 

The success of these practices in Somaliland is assessed in the literature and was 

mostly due to the participation and involvement of customary institutions and actors 

who are embedded in the “clan-families based” Somali society. (Hoehne 2006; 

Menkhaus, 2006). Ridout argues that the secret of the success of Somaliland in 

peacebuilding lies in five key factors: “shared identity, leadership, inclusiveness, 

local ownership, and innovation rooted in tradition.” (Ridout 2012, p138). The 

success of the Somaliland state is that it’s a flexible mechanism rather than a 

politicized formalized project (Richards, 2015). This process that enters in constant 

dialogue with its population, its expectations, and answer to them; a salient criterion 

often sidelined in state-building processes. Part of the academic research is to also 

avoid romanticizing the Somaliland case by its unique case oh hybrid construction 
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complicated to capture by logocentric grammar (Fernandez & Garcia, 2017).  For 

instance, Hoehne asserts that Somaliland is vulnerable to corruption by its 

traditional leaders, which might be distanced from the representation of the need of 

their people. He also asserts that Somaliland is neither a western-oriented political 

democratic state, neither as a powerful empathetic and traditional government. 

(Hoehne, 2013).  

Oppositely to the other parts of Somalia, the central government collapse did not 

participate in civil war or other forms of warfare which were devastating to the 

Southern regions of the country. Even if some conflicts occurred in Somaliland, 

especially the inter-clan wars of 1994 and the war of 1996. (World Bank, 2005). The 

success of the state can be attributed to a stronger authority from the customary 

institutions, especially from traditional clan elders, better political collusion among 

the various clans of the region, as well as greater involvement from various range 

of business owners to participate to peacebuilding and subsidize military 

demobilization. Finally, better political leadership from the Northern regions 

participated in the avoidance of the escalation of violence, and Somaliland did not 

experience anarchy and generalized violence to the same extent as Somalia. 

(World Bank, 2005). Gradually, the self-declared state of the North-West of Somalia 

created a limited capacity to govern, where customary clan elders helped to create 

a national assembly to further peace and avoid escalation of violence. The success 

of these processes can be attributed to the activities of the seaports to remobilize 

young gunmen away from warfare. To the eyes of the local government, the 

priorities of the non-recognized state are to place human security as a priority, as 

well as democratization processes (Richard, 2015). 
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Chapter 3: Methodology 

In the chapter of the thesis dedicated to methodology, the various methods and 

considerations chosen for the study will be described. The chosen philosophy of 

science, the type of research approach, the applied research methods and lastly, 

the limitations of the chosen methodology will be outlined. The chapter then 

continues with a brief commentary on the validity and reliability of the methods and 

of the data, some research ethics considerations, as well as the various processes 

of the research methods. 

3.1 Scope, Delimitation and data collection 

The thesis is partly based on a multi-approach and triangulation of data to reduce 

misinterpretation and bias to ensure the validity of the research (Ghauri, 2004). This 

thesis is based on primary data collection of 13 semi-structured interviews, which 

were organized through video calls and the content was retrieved live in a written 

format. In the scope of the study, almost half of the interviewees are business 

owners of companies of various sizes. I had the opportunity to Interview the Minister 

of the Investment Promotion as well as development practitioners, consultants, 

analysts, evaluators and advisors, based in Somaliland or abroad. The majority of 

participants have a direct or indirect connection with the private sector and some 

form of knowledge on its impact on the various processes like economic growth or 

conflict mediation. Most of the responders are small and medium company owners 

in various fields such as infrastructure, agriculture, solar energy, cryptocurrency, 

education and logistics. The data collection was made online through video calls 

with all the participants. The choice of the interviewee was mostly targeted towards 

business owners as they are prone to have a substantial amount of knowledge 

concerning the influence of the private sector on state-formation and the resolution 

of conflicts. Inputs from the civil society, academics, journalists, and analysts also 

helped to frame and giving access to crucial data to understand the situation. More 

specifically, background conversations held with academics and journalists were 

used to better understand the unique case of development under diplomatic non-

recognition and are out of the analysis of the study, for a question of research ethics. 
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The interviews helped getting a better general understanding of specific contexts, 

such as international unrecognition and post-conflict states, as well as state-building 

in a context of extreme poverty after wars. These inputs helped to learn on political 

and cultural issues, conflicts of interests, development hurdles, the role of the 

various actors and the political impact of SMEs and one MNC on the Somaliland 

stability and finally the impacts of foreign direct investments on balances of power 

and the capacity of the hybrid political order. The analysis is based both on the 

existing literature as well as the data collection. 

3.2 Research philosophy 

The goal of the research is trying to come up with the most appropriate theory before 

any other potential theories prove itself to be more fitted to the phenomena. Various 

branches of science have different methods to understand and observe 

phenomenon. The choice of theoretical lenses justifies the interpretation of the 

observed phenomena. The research philosophy makes assumptions on how 

individuals understand the world (Saunders et al. 2009). The preferred way of 

answering a research will ultimately depend on the question which is asked, this 

approach on the research philosophy being conceptualized as “pragmatism” 

(Saunders et al. 2009). The main concept behind the idea of pragmatism is about 

adopting the strategy which will make more sense in any given particular context 

(Saga Encyclopedia, 2004). Ontological philosophy questions the various 

assumptions that will be made in research about the interpretation of the world. 

(Saunders et al. 2009). What will be considered as a practical implication of truth 

will vary depending on the context of the investigation and its interpretation.  

Somaliland’s hybrid political order operates within a complex context and adopting 

a holistic approach in the research with various view enables answering the 

research question more adequately. What is defined as truth is in constant change, 

is constructed socially and is argued to be viewed as subjective (Saunders et al. 

2009). Interpretivism acknowledges that research made by human beings onto the 

subject from the same species cannot result in objective results. The goal of an 

investigation is to search for meaning in the subjective interactions between 
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individuals. (Miller, 2004). To the core of this epistemology lies the belief that the 

language and the concepts used by the researcher are shaping the construction of 

the world and the analysis of the researcher (Macionis et al. 2011). Interpretivism 

tries to observe a system from the inside, with an inductive practice, often by 

immersion in the context of the study. (Miller, 2004) 

The main advantage of this interpretative philosophy is the enabling environment to 

explore the ramifications of this political context, to build a holistic approach and 

then interpret them to further define concepts of local realities. In the case of 

Somaliland, very few theories have been conceptualized due to the uniqueness and 

lack of awareness of the case. Therefore, the study will be based on a scientific 

method that highlights new empirical evidence. The advantage of the inductive 

approach is that it enables us to collect enough knowledge and insights about the 

Somaliland private sector through qualitative data, which enables us to formulate 

knowledge out of this case study (Yin, 2003). 

3.3 Research approach 

Out of the main major research approaches, which define how theory is looked at 

in order to derive conclusions, three research approaches can be distinguished. 

According to Saunders et al. these research approaches can be separated into 

three categories:  deductive, inductive and abductive. (Saunders et al. 2009). 

Induction develops theories based on empirical data, and deduction is testing a 

theoretical hypothesis (Saunders et al. 2009). The exploratory nature of this 

research required a constant adjustment of the questionnaire and the way the 

collection of data was done. The more information and data were collected, the 

more it was easier to refine the research question. Bouncing back from theory and 

practice allowed to better understand the research to understand the understudied 

role of the private sector in Somaliland.  
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3.4 Research Design 

Triggered by the uniqueness of the case of Somaliland, both politically and 

culturally, as well as the lack of previous research done, this state possesses a lot 

of underlying potentials for developments as well as immense challenges to tackle. 

Exploratory research adds a lot of value to an unexplored field to understand what 

the circumstances are in reality and to look for new insights (Robson, 2002). Some 

academics argue that the exploratory type of research adds the most value when 

the nature of the problem is unknown (Saunders et al. 2009). This kind of research 

remains flexible and the adaptation of change is made possible, as first findings 

unfold and might trigger a change in direction (Saunders et al. 2009). The 

exploratory character of this study is to understand a contextual overview of the 

hybrid political order of Somaliland, its power balances and what the role of the 

private sector in this society is. The research purpose is exploratory and is searching 

for news insights to describe a particular phenomenon (Saunders et al. 2009). The 

various concepts used in the thesis such as peacebuilding, state-formation and 

hybrid political order are relatively uniquely characterized in Somaliland and 

therefore an exploratory research strategy enables for a greater holistic 

understanding (Yin, 1984). The exploratory dimension allows to stay curious and 

open to new topics and cover the necessary themes and information.  

 Due to the extremely limited academic footprints in the topic, most of the study is 

based on empirical data. In management and business research, it is gradually 

advocated that the combination of primary and secondary data leads the findings of 

the research to be more reliable (Curran & Blackburn, 2001). Secondary data 

sources, such as Doing Business in Hargeisa, by the World Bank or the Somaliland 

development plan gave insights about the activities of the companies and the 

intentions of the government concerning the attraction of FDI as well as recent 

economic measures. Not many secondary data sources, such as official reports, 

were available which greatly hampered the initial understanding of the business and 

political context of Somaliland. Lastly, primary data sources, such as background 

interviews with academics, and primary data source such as reports or newspaper 

articles were used to steer the research in the right direction. 
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3.5 Case study 

For this master thesis, the choice of a single case study of Somaliland has been 

made. The definition of Robson of a case study is “a strategy for doing research 

which involves an empirical investigation of a particular contemporary phenomenon 

within its real-life context using multiple sources of evidence” (Robson, 2002, p17). 

The priority of doing case-study research should be on answering “why” and “how” 

questions (Yin, 2003). These questions are suitable for a case study as they are 

answerable from a single case.  However, it is important to mention that case 

studies have been criticized for lack of generalizability and a deficiency in the 

systematic procedure (Ghauri, 2004). This case studied examined the influence of 

the private sector in its natural setting by gathering data from various entities, 

however the boundaries of the phenomenon are not evident. Nevertheless, it is 

argued that multiple case studies can allow for a greater understanding and 

generalization (Yin, 2003). In the context of absence of diplomatic recognition, each 

state has in own specificities, colonial or political history and no other state share 

the same similarities with Somaliland. The singularities usually not covered 

extensively in the public media and in the academic research justified the use of a 

single case-study approach. The single case study allows the thesis to bring much-

needed awareness on one of the most controversial cases of recognition. It also 

opens to research concerning the future of development of Somaliland; in the 

context of climate change. Also, it will be detailed in the limitations, how the case 

study approach presents some limits as well as the other limitations of the study. 

3.6 Qualitative data as a research method 

In order to conduct empirical data research, three methods can be used: qualitative, 

quantitative as well as mixed methods (Creswell, 2013). Qualitative data is non-

numerical and defines, whereas qualitative data describes (Saunders et al. 2009). 

The choice of a qualitative approach to collect data is in line with the philosophy of 

science, (interpretivism), the research approach (induction), and the research 
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design (exploratory). For actors that were not available to meet through video-

conferences, a questionnaire was used as a participatory tool but did not present 

sufficient evidence to be included in the study. The framing of the research question, 

as well as the quality of the findings, was mostly due to the semi-structured 

interviews, which added a lot of value to answer the research question. The benefit 

of using a qualitative method is its provision for the creation of a holistic 

understanding of issues and processes. (Desai & Potter, 2006). This method allows 

for flexibility and unexpected information, which can lead to better data quality. The 

possibility to create a holistic understanding enables the formalization of complex 

issues and ask in-depth, targeted follow-up questions when unexpected or enriching 

topics occur during an interview. On the opposite, this approach is dependent on a 

subjective analysis from the researcher. Therefore, the risk of reliance on subjective 

interpretations, the possibility of asking biased follow-up questions can decrease 

the quality and relevance of the research. (Desai & Porter, 2006). The collection, 

filtering, and analysis of data are all subject to subjective assumptions and personal 

analysis, therefore it is acknowledged later on during the thesis that this risk can 

never be fully excluded and self-critique is highly important in this approach, 

especially in a context as complex as Somaliland. The first findings were discussed 

with the last participants of the research and were verified with secondary data. 

Conclusions that were excessively political were removed for the most part due to 

potential personal bias.  

The bias linked with qualitative methods in also due to the limited size of the sample, 

for instance, in the sample of interviewees, only one candidate was considering the 

reunification with Somalia as the only way forward. Therefore, this study is open to 

potential biases and the careful adoption of sampling is salient for doing valid 

research. To conclude, most of the value came from the wide range of perceptions, 

industries, positions to be able to draw a holistic understanding of a – still very 

unknown – Somalilander society.  
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3.6.1 The choice of Semi-structured interviews 

In the development literature, interviews are commonly used as a reliable source of 

data collection (Desai & Porter, 2006). This type of collection enables the collection 

of a wide and detailed range of information. It also helps to get access to facts not 

present in the existing literature, for instance, governance policies from a poorly 

communicating institution, details about underlined multinational procedures or 

operations procedures of foreign NGOs. Using this type of interview allows the 

researcher to focus on key themes as well as staying open towards new concepts 

and cases thanks to the interviews. Nevertheless, it remains possible that during 

the interviews, potential bias can lead the interviewee to answer in a certain way. 

(Saunders et al. 2009). Hence, the questions were framed in the most generic 

approach, and the interviews were slowly and carefully transcribed to avoid falling 

into the pitfall of transforming the reality to make it closer to own personal bias.  

3.6.2 Conduction of Interviews 

A semi-structured draft of interviews was established for each main group. To 

sample potential interviewees with high relevance, various techniques were used, 

mostly through the use of institutional websites, social media such as LinkedIn, and 

“snowballing” (Saunders et al. 2009)  through the network done with previous 

interviewees. The process used of networking is described as snowballing and is 

defined as a way to get in contact with new participants thanks to information 

transferred by previous participants (Saunders et al. 2009). Without the snowballing 

process, the sample of interviewees would have been too limited to draw 

conclusions. Few actors interviewed were not displaying their information contacts 

online, and these hard-to-reach interviews, especially with public authorities, have 

proven how important is it to form a network to conduct research. When sampling, 

choosing various actors from various industries can seem conflicting to achieve 

specific results, however, this method supported some diversity in viewpoints, which 

added a lot of value to have both sides of conflicting themes for example. 

Somaliland is still not connected to electricity and the internet in its majority, hence 

finding relevant stakeholders through the internet was a challenging issue. 
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Nevertheless, most of the participants were usually holding administrative positions 

in their organizations (CEO, Director, Minister), as they are the most likely to be the 

representant of the organization and to be connected and reachable on the internet. 

Reaching a saturation in the size of the sample in terms of numbers of participants 

would have been a complex challenge in an economy at this stage of development. 

The number of interviewees offered a sufficient range and diversity in professional 

field of activities to ensure a holistic approach.  

The initial subject of research question being targeted towards FDI in diplomatically 

non-recognized countries, the themes included in the first interviews were mostly 

around: FDI, development, hybrid political order, resolutions of conflicts, resources, 

governance, diplomatic recognition, international relations, and state-formation. All 

the interview questions were adapted in advance to the type of respondent and its 

expected area of expertise, nevertheless, it remains possible that not choosing a 

standardized interview guideline could have impaired or biased the validity of the 

findings. Lastly, this flexible approach allowed the optimization and to gradually 

increase the relevance of the questions and themes and more importantly the 

redefinition of the research question. The format of the semi-structured interviews 

helped to add unique value to the research.  

3.6.3 Interview recordings 

The ability to record interviews - or not - is highly context-specific and depends on 

a high range of factors, such as the relationship and reluctance of the interviewee 

to be recorded, the quality of the internet connection, the software possibility to allow 

for recordings, the capacity of the researcher to take notes as a speed sufficient 

enough to capture the essence as well as key details of the interview, the 

background noise on both side and lastly, the sensitivity of topics for the interviewee 

(Desai & Potter, 2006). The main advantage of non-recording interviews is due to 

the context of crystalized tensions in the Horn of Africa and more specifically in 

Somalia. If interviews were to be recorded the respondents would be more reluctant 

to share data, especially controversial or secret facts concerning powerful actors of 

the hybrid political order. Moreover, they might be avoiding sensitive topics or facts. 
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The importance of relationships being a crucial factor, it felt more natural and a 

better way to collect data to simply takes notes during the interview, as the 

respondent would feel comfortable. Using a computer it was possible to follow the 

speed of oral expression and for unclear parts, clarification questions were asked. 

Nevertheless, the choice of not recording interviews reduces the exactitude and the 

reliability of the data collection to some undeniable extent.  

 

3.6.4 Language barrier 

One of the main concerns the research could have been hampered is because of 

language barriers and the need for an official translator. However, as said 

previously, most of the participants were holding high positions in their own 

institutions and had a good command of English to allow for understanding, deep 

communication and therefore reliability of the data. In some interviews, some 

imprecise or unclear answers could result from various factors from the participants, 

such as the fear of taking personal responsibility onto statements or to express an 

opinion on a sensitive topic or can result from the concern of appearing unqualified 

for their positions.  

3.7 Verification of data 

The concepts of validity and reliability of the data are to question to which extent the 

study is accurately representing the claimed conclusions. It stands for the degree to 

which methods and theories used are legitimate and properly used in the research 

(Easterby-Smith et al. 2008). Throughout data collection, one important aspect was 

to ensure the triangulation of the data. The goal was to be using various kinds of 

perspectives and measures to boost the confidence and verify the accuracy of 

interviews and the research findings (Easterby-Smith et al. 2008). Triangulation can 

be defined as the collection of various data from multiple sources to corroborate the 

main findings of the study (Saunders et al. 2009). Moreover, triangulation of data 

increases the reliability and the validity of data, enable for a more holistic contextual 

portrait of the case study. (Stake, 2000). Therefore, on top of the conduction of 
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interviews some data from newspapers related to the investments of the Berbera 

port, in Somali and English were used to verify some findings. Some data found 

during the first interviewees were verified and confirmed with other actors of the 

political economy of Somaliland. To get a broader understanding, sampling was 

based on actors from various backgrounds and industries. Other secondary data 

have been carefully chosen such as well-recognized reports from the World Bank 

or the United Nations (UN). The neutrality and political orientation of these 

institutions, promoting a certain type of development, such as liberal peacebuilding 

practices may have impacted the study. 

3.8 Analysis of Data 

After conducting about fifteen interviews, the amount of data collected needed a lot 

of structure and order to be able to process it and derive conclusions from it. 

(Marshall & Rossman, 1994). While analyzing the qualitative type of data, the main 

process is to organize context-specific and complex data in a way that makes sense 

(Easterby-Smith et al., 2008). To be able to process the collected data in a 

structured way, interviews transcript where further re-organized by themes and 

further, the themes were then gathered. The time-consuming transcriptions of the 

interviews were effectuated with careful attention to not modify the original sense of 

the sentences. Part of the qualitative research is the narrative analysis which 

explains how individual narrators give sense to case studies and events in a way 

that usually legitimize their actions and these implications might be undermining or 

supporting their organization communication (Easterby-Smith et al., 2008). The 

main findings of the transcripts collected have been classified and analyzed in a 

way for the narrative to allow for discussions in the chapter 5 of the thesis. The 

analysis of the data enabled an interpretation of the impact of the private sector in 

Somaliland. The goals of determining the problematics linked with companies, 

foreign investors on political dimensions were simplified with an analysis of the data 

taking into account narratives.  
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3.9 The impact of reflexivity  

In social sciences, when doing qualitative research, the relationship between the 

researcher and interviewee is conceived as reflexivity. It is important to address this 

relationship as it can influence the validity of the findings (Saunders et al. 2009). In 

fact, researchers need to stay aware of their potential influence on respondents, 

according to the type of relationship they have with responders. The process of 

analyzing, processing and interpreting data is prone to be influenced by the 

underlying understanding of the situation by the researcher (Easterby-Smith et al. 

2008). This concept can influence the dialogue between the two actors, the type of 

relationship as well as data filtering and processing (Alvesson, 2010). For the 

research, extra attention was put on being self-critical issues such as the 

ethnocentric understanding of statehood, independence and the role of customary 

institutions in the political framework. Therefore, questions targeted on the political 

orientation, or leading questions were avoided. It should also be mentioned that the 

perception of the researcher as a western citizen, sharing its nationality with a 

former colonial empire present in North and West Africa, may have influenced the 

openness and choice of answers of the respondents. The political opinions 

concerning the independence of Somaliland can play a crucial role in the validity of 

the collected data, the responses could have been influenced to preserve the 

reputation and avoid conflicts with other clan-families for instance. Therefore, before 

and after the interviews, a form of consent, as well as communicating that the data 

collected will only be used in this research enabled an open atmosphere to collect 

information.  

3.9.1  Ethical considerations  

Linguistic, religious, and political differences can raise a range of ethical questions 

in research. During the process of collection of data, it remained salient for the 

research to respectfully understand the difference and remain aware of sensitive 

topics (Scheyvens & Storey, 2003). Questions concerning Islam, the legitimacy of 

critics towards the state and political orientation can make the participants 

uncomfortable and were usually discussed at the end of the interviews or outside of 
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the video-calls. Power dynamics between the interviewee and the researcher were 

not an issue during the interviews, as most of the participants were educated and 

well exposed to the international actors, therefore trust issues or power dynamics 

did not present a salient problem for the collection of data. (Scheyvens & Storey, 

2003). 

While contacting the interviewees, the purpose of research, the use of data and the 

anonymity were shared with all the participants beforehand. Information’s such as 

the expected duration of the interviews, the numbers of questions where disclosed, 

as well as the possibility to refuse to answer delicate questions. Many participants 

showed interest in sharing main conclusions and insights of the study, few asked to 

be mentioned in the acknowledgments. One of the promises of the research was to 

give back to the participants by sharing key findings as well as raising the case of 

Somaliland in the research. One powerful governmental actor and one CEO of a 

local consulting company offered to arrange a field trip to further research and 

potentially write articles and documentaries on the under-discussed case of 

diplomatic recognition.  

3.10 Limitations of the Study 

Due to the lack of proper secondary data and the overall informality and lack of 

knowledge on the local situation, ideally, a field research subject would have been 

ideal. The credibility of the knowledge depends on the source, if the data collection 

is local or remote and if the type of knowledge is an opinion or empirical. The choice 

of sampling by “snowballing” does not allow for a representative set of actors of the 

Somalilander private sector, therefore a field-trip would have been required to 

provide holistic indications from a broad range of political actors. The quality of data 

is arguably less rich and relevant during the first interviews, as continuous 

adjustments were made throughout the interview processes. Apart from time 

constraints, many actors were complicated to reach from the internet and their 

inputs could have helped greatly the thesis, especially in an economy as informal 

as Somaliland.  
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The limited capacity of institutions hampered the accessibility of obtaining of data 

from the public sector, which impacted the number and validity of data from a salient 

actor. Also, the arguable level of competency and expertise from various actors may 

have impacted the quality of the data collected. Hence, the thesis prioritized 

knowledge from high-level participants. Due to the uniqueness of the MNC 

investment, the findings of the study cannot be generalized in other settings, as they 

are embedded in the Somaliland context, therefore participation from DP World 

would have greatly helped the thesis. Further research would benefit greatly the 

state and formalizing the role of the private sector would be a fertile base to 

strengthen the understanding and complexity of the roles of companies in hybrid 

political orders. Extended research on future development hurdles, such as climate 

change is crucial for the emerging economy of Somaliland, still recovering from 

years of conflicts.  

Finally, the usual critiques against case studies are the potential lack of rigor and 

the generalization from a unique case. The limited number of foreign investments 

in Somaliland do now allow for generalizations about this kind of investments in this 

specific context. 

  



52 

 

3.11 Interview participants 

Source: Author 
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Chapter 4: Case Study of the private sector of Somaliland 

The main purpose of this chapter is to present findings concerning the private sector 

of Somaliland and give a broader overview of its history, role and impact. This 

chapter will also encompass the main inflow of FDI in the Berbera port in 2016. In 

the following section, we will deepen the local context to further foundations 

enabling the analysis, which the analysis is based upon. This section introduces the 

specificities and key features of the Somali economy which set the frame of the 

impact of the private sector on various political processes.  

4.1 Somaliland private sector 

4.1.1 Private sector distinctions 

After the civil war, Somaliland has been experiencing sluggish economic growth and 

difficulties to rebuild a state, institutions and infrastructures after being heavily 

bombed. Violence was generalized across the regions of the state (Compagnon, 

2013). Most of the key infrastructures were limited in terms of number and often 

spurred violent conflicts concerning ownership (Horst & Musa, 2019). Only one 

major foreign investment happened during the history of modern Somaliland, in the 

main infrastructure of the state, the port of Berbera. The other main pillars of the 

economy are agriculture, livestock, telecommunications, and remittances (Azam, 

2013). Livestock is also highly dependent on trade with the Gulf state, during the 

“hajj” period which lasts for two weeks per year (Interview with private actor H, 

2019). Telecommunications and remittances heavily depend on Somali’s abroad 

and their transnational exchanges. (Hammond et al., 2011).  

The local private sector can be divided into two distinct groups: the rich powerful 

families who had properties before 1991 and who are still in possession of the 

largest companies of the state. (Horst & Musa, 2019). These business owners were 

mostly working in Somaliland before the civil war of 1988, migrated to Djibouti during 

the civil war and relocated at the beginning of the new decade when Egal got elected 

president of Somaliland in 1993. (Horst & Musa, 2019). This group of businesses 

has clear dominations in the finance, telecommunication and import sector and most 
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of them are from two Isaq sub-clan-families (Interview with private actor D, 

2019)The second group is composed of smaller-sized companies usually found in 

sectors such as energy, telecommunications or imports.  

These two different groups of businesses see state-building with strong institutions 

as a threat to their monopoly over business practices, regardless of their size 

(Lindley, 2010). These business owners are often from various parts of Somaliland 

and Somalia, but they are united with the same cultural conservative religious 

ideologies. (Lindley, 2010). It is also salient to mention that clan-families 

membership labels and identify the companies, and as a direct consequence, clan-

families elders and policymakers of the same clan-families usually protect these 

companies from state regulation (Horst & Musa, 2019). Business practices and the 

economic regulations need a complex assessment because Somaliland is 

characterized by clan-families affiliation even for business ownership. Lastly, larger 

scale companies of Somaliland have established their practices outside of 

Somaliland, due to the absence of recognition and the finite credibility of the legal 

contracts of the states. (Horst & Musa, 2019). These Somalilander MNCs such as 

Ominco or Hass Petroleum, are usually established in neighboring Djibouti, or in the 

UAE, and the leaders of these companies are using the passports from these 

countries instead of the Somalilander one. The few MNCs with Somalilander 

ownership are establishing their practices outside of their mother states shows the 

absence of an enabling environment for large-scale businesses and a direct threat 

for the local economic growth. 

 

4.2 Private sector hampering factors  

The state has a high dependency on diaspora flows, even if they are not taxed 

directly. These flows of income are crucial for the economy to run. One specific trait 

of doing business in Somaliland is that business owners have to allow loan practices 

with their clients, by fear of losing potential future transactions. (Interview with public 

sector B, 2019). This unusual distribution of power dynamics hinders the 

development of the very informal private sector. If the SMEs business owners would 
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not allow the loan practices, they would risk the high probability of losing their 

customers. If the diaspora remittances where to be taxed, it would stop the 

encouragement of these vital flows to the local populations, hindering their capacity 

of paying back their loans and putting many local shop owners in difficulty of filling 

up their shelves again. (Interview with public sector B, 2019). Local MNCs are 

depending on transnational flows from Somaliland expatriates to run properly, 

especially in urban contexts, where most of the diaspora flows are taking place. 

 

4.2.1 Electricity 

One of the first factors that can impede the ease of doing business in Somaliland is 

access to electricity. This necessity allows businesses to expand and first and 

foremost, to function properly. It boosts productivity and human capital in one’s 

economy (World Bank, 2007). Also, there is a direct correlation between electricity 

costs and productivity. If prices are judged too high, the firm’s decision-makers will 

reduce their electricity-intensive practices and ultimately this will reduce their output. 

The access to electricity also includes access to “constant” electricity, as power 

outages negatively impact production processes. A halt in the stop of energy supply 

can freeze production lines and increase delays greatly. Private sector activities 

have flourished in sectors such as telecommunications, money transfers, as it did 

not need expensive infrastructure to function (World Bank, 2007). Therefore, 

Somaliland has a really inexpensive, great quality mobile phone 

telecommunications, amongst the cheapest in Africa, (UNDP, 2003); but one of the 

most expensive access to electricity in the world. (Interview with private sector E, 

2019).  

4.2.2 Khat business as a development hurdle  

Khat remains a highly addictive drug and is hampering the development of 

Somaliland, as the consumption forces consumers to think in a more short-term 

manner, hampering debates of long-term issues such as economic investments or 

diplomatic recognition. For instance, when an individual has to solve political issues 
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with someone from the government, they would arrange the problems around a 

Khat chewing session, instead of a most typical Western Approach of using 

traditional public channels of contacting the state. (Hansen, 2013). Nevertheless, 

chewing khat leads to a form of passivity and represents a challenge to the 

renowned business-centered Somali society. Many public institutions are closing at 

noon, as a consequence of chewing practices after lunch (Green, 1999). It is 

believed that it decreases efficacy and increase the corruption of the public 

employees, thus deteriorating the quality of the institutions. (Green, 1999). Sound 

institutions are an enabling environment for the private sector to strive. However, 

the lack of constant, affordable electricity, and drug-related problems hempen the 

development of the Somalilander business entities.   

4.2.3 Clan-based drivers of conflicts 

Clans-families are an integral part of Somali societies and are influencing a very 

broad range of parts of Somali’s life. Clans need to be encouraged has a 

cooperation facilitator and mutual assistance, otherwise, it can also be considered 

as a double-edged sword, as it can tear the Somali apart. (World Bank, 2005). 

Peacebuilding measures are focusing on tackling various clan-family-based drivers 

of conflicts and avoid clan-family identities manipulation to sharpen differences for 

specific objectives. There are various ways on how then family-clan membership 

can be used to justify conflicts. The differences between the family-clans can be 

based on constructed or real identity differences. Clan-families can also be 

politicized in the name of clan protection and can damage the inter and intra 

relations in the name of wars. On the opposite, clans are an important source of 

reconciliation, due to their abilities to influence relations between groups in conflicts. 

(World Bank, 2005). The focus of peacebuilding is to acknowledge and emphasis 

the common bonds among individuals, such as the shared values induced by the 

religion, the common language, traditions such as interclan marriage, which are all 

unifying for most Somalis. To prevent conflict escalation, especially in a context 

where official channels of mediation are not existent or don’t work, clan elders have 

introduced customary laws to settle down conflicts in non-confrontational ways, 

such as conferences. With the help of various civil societies organizations, 
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businesses and other local initiatives have favorized peace and development by 

building trust and hampering suspicious between the various clans of the state.  

The questions of control of power have participated in the conflict escalation and 

the absence of formalized governance and experiences of repressive states have 

influenced Somalis to have suspicions against governments (WorldBank, 2005). 

Somalis have described the state as “an instrument of accumulation and 

domination, enriching and empowering those who control it and exploiting and 

harassing the rest of the population.” (Menkhaus, 2003, p108).  It is salient to 

mention that there are always been profound networks, of deep relationships across 

the clan-families. For instance, these relations were taking the forms of interclan 

marriages, cross-clan civil society organizations or businesses, and other informal 

interactions remain quite common (Interview with civil society actor J, 2019). The 

Somali society does not rely greatly on public state institutions as conceived by the 

Western idea of the state, the importance of family-clan membership is the principal 

factors for conflict escalation and mediation, with the customary peacebuilding 

mediation conferences.  

4.2.4 The importance of representation from minorities  

Examples of family-clan membership conflicts are numerous in Somaliland, for 

instance the government tried to claim ownership of the Berbera port in 1992, or in 

1994 tried to reclaim control from the Hargeisa airport. (Interview with private actor 

B, 2019).  Both infrastructures were under control of under-represented clan-

families in the Somaliland society. The political leaders of the time decided to start 

distributing the power more evenly between a great number of actors and clan-

families. (Horst & Musa, 2019). These new outcomes were salient for the image and 

legitimacy of the Somaliland government, mostly for its representation of the 

repartition of power dynamics (Bradbury et al. 2003). The support from these local 

business owners was translated with the progressive taxation of imports in 

Somaliland. (Interview with private actor C, 2019). Therefore, without the backing of 

the private sector, the peacebuilding bottom-up approaches would not have been 

as finances. The progressive taxation of the private sector is also participating into 



58 

 

efforts of state-formation, the consolidation of state institutions of a system 

composed of a multiparty representation. Ultimately, the tax participation of the 

family-clan minorities influences the voice and inclusion of family-clan minorities in 

the political spheres of the state. 

 

4.3 The main FDI inflow of Somaliland from an MNC challenges 

fostered 

The main FDI inflow of importance is the investment of the Berbera port, which 

represents one of the major sources of income for the fragile state. This major 

seaport is situated strategically close to one of the most used maritime routes in the 

world. DP World, one of the largest UAE company and the leading port operator of 

the country, invested for a three-decade concession of the Berbera port in 2016. In 

the agreement, DP World officially devoted 442 million US dollars for the extension 

of the port. Before the investment, the port was managing four thousand to five 

thousand containers per month. Since the investment, the port has a capacity to 

manage twelve thousand to fifteen thousand containers per month, representing an 

augmentation of 50/60% (Interview with private actor F, 2019). The investment if 

supplying hope among the generations, in a state where 70% of the population is 

less than 30 years old. (Interview with public actor A, 2019), and where 

unemployment is ranging from 60 to 80% according to various data. (Interview with 

public actor A, 2019; World Bank, 2012). 

Even if this investment raised awareness on the statehood issue of Somaliland, 

improved the external legitimacy of the non-recognized state, promoted economic 

growth in a context of economic stagnation, it also disrupted the existing balance of 

the fragile hybrid political order (Horst & Musa, 2019). In fact, one of the most 

complex outcomes of the investment is that the influence of foreign interest and 

geopolitical dynamics into the local context of Somaliland participated to a shift in 

relations between various peace-contributing local actors and affected 

accountability of the state.  
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4.3.1 The nuanced roles of the Berbera port on peacebuilding 

Berbera has always been a strategic location throughout its history, mostly during 

the influence of the Ottoman empire on the Horn of Africa. (Bryden, 2003). The small 

city always possessed salient infrastructure for the state, such as a cement factory, 

oil bunkers, the well-known port, as well as a key airport for the length of its runway 

(Horst & Musa, 2019). Berbera port is of central importance, where approximatively 

70% of the revenues of the state are coming from this infrastructure only. (Interview 

with public sector A, 2019).  Berbera is highly strategical for its infrastructures and 

competition to take control of the port participated to the kickoff the Civil war of 1991. 

(Interview with public sector H, 2019). The tentative of the government to control 

the salient infrastructure of Berbera resulted in a 2-year conflict, involving citizens. 

(Interview with public sector H, 2019). On the opposite side, the port also served as 

a tool for state-formation and peacebuilding. The second president of Somaliland, 

Egal, demobilized armed groups and offered them employment in the port facilities 

to leverage for peace. (Horst & Musa, 2019). Part of the government strategy was 

to give access to the port for business elites against loans.  The variety and impacts 

of roles of the port on conflicts highlights the importance of  key infrastructures 

assessment in peacebuilding the design of peacebuilding policies.  

4.3.2 The hybrid political order of Berbera.  

Economic infrastructures such as ports, infrastructures, and airports were contested 

for their ownership during the early 1990s and eventually led to civil wars 

(Compagnon, 2013). To collect revenues, the successive governments tried to take 

possession of these needed infrastructures to build state institutions (Ridout, 2012). 

The disputed state tentative hindered the making and the legitimacy of this weak 

unrecognized state. State-building is a highly political process that can lead to 

conflicts, wars, and civil wars when the distribution of power is contested. (Boege et 

al. 2008). As said previously, in 1992, when the new government decided to take 

ownership of the port and its revenue generation, it spurred violent conflict within 

the Isaaq clan-families. (Bradbury, 2003). With the absence of a government 

capable mediation and enforcement, clan-families-elders, business owners and 
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influent people were increasingly asked to resolve this conflict, as the number of 

casualties raised (Bradbury, 2003).  

The port of Berbera is also a great example of hybrid governance, in fact for the last 

two decades, the managers of the port were part of a sub-clan-family while the port 

workers and laborers were from another sub-clan-family. (Horst & Musa, 2019). This 

complex hybridity was made possible through government policies to further peace 

and trust between the various local actors after the war. To promote peacebuilding, 

the local power-holders such as elders and businessmen of the Berbera region, 

have always been included and consulted on decisions concerning their area by the 

centralized state. If the state was not able to include these regional decision-makers, 

the state would not have proven its internal legitimacy (Interview with private sector 

actor J, 2019). The success of the hybrid governance is also that the power 

dynamics are relatively balanced through the main actors of the Berbera area. For 

instance, few projects of privatization got halted after protests from customary 

actors. (Interview with private actor J, 2019). The cement factory of Berbera and the 

oil exploration in the east of Somaliland – who caused seismic activities – were both 

canceled, after the strong and persistent complaints of local businessmen and clan 

elders. (Horst & Musa, 2019). These scenarios show the importance of inclusivity 

and transparency in the various clan-family dynamics and the distribution of 

ownership of infrastructures. After the conditions of the elders and local 

businessmen were met, both projects later resumed when local power-holders were 

more included to be able to profit from the local resources (Interview with private 

sector actor J, 2019). Therefore, the inclusion of local decision-makers in the 

governance, through involvement and consultation, is beneficiating the legitimacy 

of the weak state institution and ultimately participating to the peacekeeping 

activities. 

4.3.3 Local complaints against the foreign direct investment  

During the investment in the port of Berbera for its extension in 2016, the 

government of Somaliland did not include and consult the local decision-makers as 

much as usual. (Interview with private actor J, 2019). It is argued that the 
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government bypassed these local power-holders to facilitate its agreement with DP 

World, which caused a challenge to the feeble balance of the country’s HPO, still 

recovering from the years of local conflicts. As no formalized complaint procedures 

exist in Somaliland, the unique way to report issues for the customary actors is to 

organize conferences. (Interview with private actor B, 2019). To affirm their 

importance in the political scene of Berbera and to claim their opposition against the 

potentially dangerous agreement with the Emirati company, local businessmen and 

clan elders organized news conferences on a daily basis. In order to be heard, the 

clan elders and local businessmen decided to address their complaints both to the 

local government as well as the foreign company, DP World. Therefore, they 

decided to publish the press releases and summaries of press conferences, as well 

as letters to DP World in standard Arabic (Horst & Musa, 2019). These series of 

procedures are more likely to be successful, as MNCs are more sensitive to external 

pressure from the community in the MENA region than in other Western contexts 

(Hansen, 2007). Nevertheless, the Emirati MNC did not concede to any of the 

external pressures from these local-power holders. Therefore, the extent of the 

given importance to the political stability or the inclusion of local voices from the 

MNC can be interrogated. 

4.3.4 Limitations concerning the transparency of the investment 

agreement from the Emirati MNC .  

Clan elders, religious elders, and local businessmen feared that the interests of 

other actors in the agreement were not publicly quoted on the contracts of the 

investment. (Horst & Musa, 2019). This potential fact, who could be argued as 

abuse from the emirate company of diplomatic unrecognition and the limited 

capacity of the state can be compromising the government’s level internal 

accountability. The local clan-families presented a fierce resistance, fearing that the 

percentages written on the contracts are hiding undercover stakeholders who will 

also have ownership of the port. The concern of the local actors quickly became 

facts, when just nine months after the agreement was made and voted in favor by 

the parliament of Somaliland, the local community discovered that the neighboring 

government of Ethiopia possessed in fact up to 19% shares of the port. This 
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problematic discovery put the risk of jeopardizing the stability of the state in this 

post-war context. The involvement of the MNC in fragile contexts could awaken 

conflicts of interests between the states. The traditional actors of Somaliland also 

suspect the government to use the Berbera investment as an excuse to give 

resources to rival clans of the area. (Horst & Musa, 2019).  

Throughout Somaliland history, the various governments relied to its accountability 

towards local stakeholders to access to the revenues of the port and use it to 

maintain peace. (Interview with public actor A, 2019). As stated previously, the 

extremely high amount of spending required to maintain peace for the state depends 

greatly on the infrastructure revenues, in terms of financing. (Interview with public 

actor A, 2019). The investment from DP world has affected the relationships 

between the local stakeholders and the government and created a salient shift from 

the accountability of the state. In other words, the state started to be more and more 

accountable towards extern actors such as Emirati investors, or extraction 

investments in the Odewayne area. (Interview with private sector C, 2019). Genel 

Energy, a Turkish company based in Jersey, was awarded a license to explore 

highly prospective areas estimated to hold 2 million barrels of oil. The government 

increasingly neglected local business elites and clan elders, who participate in the 

state-revenue collection and the bottom-up peacebuilding (Interview with private 

sector C, 2019; Horst & Musa, 2019). Even if the government prioritized foreign 

investors, business elites remain powerful compared to the capacity of the 

government to enforce regulations. (Interview with public actor A, 2019). In 2015, 

when the government decided to increase port handling fees to regenerate more 

revenues, the local complaints from the business elites led to a reversed decision 

from the non-recognized government in less than a week. (Horst & Musa, 2019). In 

other terms, the local business elites are able to exert a limited form of power onto 

the state, but not towards foreign actors investing on their own land. 

4.3.5 Threats to international stability by the investment.   

The locally well-known arrival of the UAE company DP world profoundly changed 

the current dynamics of Greater Somalia. Indeed, states like Djibouti, with a very 
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important maritime presence did identify this investment a competitive threat. The 

government of the former French colony, which still welcomes a French naval 

military base on its territory, also got concerned with the arrival of the UAE military 

to set-up a naval base very shortly after the agreement between DP World and 

Somaliland was signed. (The Economist, 2017). For the Dubai-based company and 

its government, Berbera represents a strategic location to potentially fight in Yemen 

the Houthis. This raise the question of the authentic motive of the investment and 

also the actual attractiveness of Somaliland as an economy (Horst & Musa, 2019). 

Moreover, the participation of the government of Ethiopia in the agreement of the 

Berbera port, to reinforce the trading route between Addis Adebba – Hargeisa – 

Berbera, also known as the Berbera corridor, might tense the relationships with the 

two neighbors. It is without a doubt that these investments are disturbing the fragile 

stability of the Somalilander HPO intra-state. As stated previously, the distribution 

of limited resources and the administration of key infrastructures have always been 

at the epicenter of conflicts and evidence suggest that it might perturbate fragile 

power balances inter-states as well. 
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Chapter 5: Analysis   

The following analysis will encompass the findings of the research and answers the 

research question of the thesis on the impact of the private sector on peacebuilding 

and state-formation. To allow for a holistic understanding, the thesis encompassed 

key concepts in chapter 2 dedicated to the literature review, concerning HPO, 

peacebuilding, and state-formation that are defining in the case of Somaliland. The 

hybrid governance, the complex intertwinement of actors, the lack of previous 

studies and the limited cases of FDI inflows reinforce this need of a holistic approach 

and the choice of a broad research question, to pursue a case study on Somaliland. 

To understand and process the raw empirical data, the findings are separated in the 

function of the actor group in the analysis. SMEs and the MNC have fundamental 

differences in the role they play on the Somalilander society. Based on this division 

of actors, the identification of patterns was easier to identify to allow understanding 

of the impact of the private sector in Somaliland on peacebuilding and the support 

of the state of Somaliland. The main elements of the analysis are concerning the 

influence of SMEs on state-formation through lobbying practices and state-loans, 

and the Emirati MNC influence on peacebuilding and the hybrid political order. 

Triangulation of data, with contributions from Horst & Musa, the World Bank and the 

Somaliland development plan helped verify the validity of the findings. These main 

elements are assessed in the following analysis and include quotes from 

interviewees and literature.  

Both local and foreign private sector entities are having a different influence on the 

economy and politics of Somaliland, but to understand these differences in terms of 

political impacts, the local specificities and unique power dynamics need to be 

thoroughly assessed. Due to differences in the size, origins, technology, and 

assessment of local customs, the operations of businesses of different sizes can 

have dramatic differences in conflict mediation. Therefore, the analysis will first 

present the various impacts of local SMEs, then the impact of the Emirati MNC, DP 

World, on conflict mediation and its impact on the host government. 
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5.1 The impact of SMEs on peacebuilding and state formation 

The relationship between business interests and conflicts can be ambiguous in 

fragile contexts. In some cases, economical interest has participated to the 

perpetuation of violence, and in other cases, it has been a driving factor for stability, 

peace, and state-building. Local companies have engaged in peacebuilding 

processes by resolving conflicts and participating in mediation conferences in 

crucial stages of the history of Somaliland.  

5.1.1 Positive Impacts of local SMEs on peacebuilding 

Local businesses have helped financing clan-families mediation conferences and 

participated in mediation between various actors in conflicts. (Horst & Musa, 2019). 

In 2016, in the Sool area, various clan-families were at conflicts and the main actors 

for mediation where medium-size business owners who were not belonging to the 

same sub-clan-families involved in the conflict. These medium-sized business 

owners had no direct obligation as they were not “blood” related. Telesom and 

Dahabshiil contributed financially to a conflict that was not directly concerning them. 

(Horst & Musa, 2019). Therefore, when business operations can threaten the 

stability of the state and the general peacefulness of the state, business elites can 

choose to prioritize peace over the opportunity to make profits. (Interview with 

private sector I, 2019). For instance, the cement factory of Berbera was privatized 

in 2012. The main shareholder was Dahabshiil, having more than the majority of the 

shares, majority which most of the elders and local businessmen were vigorously 

against. These revendications from the SMEs were leading to the possibility of 

violent conflicts in the North of Somaliland, and the company itself, Dahabshiil 

decided to renounce to its plans. (Horst & Musa, 2019). Hence, SMEs' business 

owners can put the interests of the majority, such as stability, before their own 

economic interests and participate in the conflict-mediation.  
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5.1.1.1 Examples of peacebuilding practices of the SMEs 

The most powerful local business entities have shaped the formation of the 

regulations of the state of Somaliland, mostly through lobbying against the business 

regulations. These lobbying practices were principally done through loans from the 

private-sector elites to the political spheres, in lack of cashflow. (Interview with 

public actor A, 2019). In the inability to tax sufficient amounts to the local business 

elites, the government was crucially lacking sufficient funds to enforce regulations. 

(Horst & Musa, 2019). These loans were a preferred contribution in the state-

formation by the companies, instead of the payment of the required amount of taxes 

to support the state-building procedures. (Interview with public actor A, 2019). 

Therefore, local private sector companies represent a salient form of financing for 

the fragile government with limited resources. (Interview with public actor A, 2019).  

The interest of the private sector has to move beyond minimalistic compliance and 

proactively contribute to peacebuilding by pursuing social investments, consultation 

of various stakeholders and institution-building with the help of other companies. 

(Banfield, 2003). Two approaches can be discerned in peacebuilding in Somaliland, 

one is economic and the second one is qualified as political. The economical 

approach is based on social investment targeted toward communities afflicted by 

conflict (Banfield, 2003). The political approach can take the form of “policy 

dialogues” with various stakeholders, which is the case in Somaliland in the various 

clan-families conferences for instance. The role of the local companies is at the 

same time economic and political and the peacebuilding and state-formation 

processes can be translated into a large spectrum of positive actions. The main 

examples of peacebuilding practices the local private sector can do are to actively 

participate in reconciliation and mediation meetings, to support the FDI attraction 

initiatives, organize weapons hand-in, and more importantly providing capacity-

building for the local government (Banfield, 2003). 
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5.1.2 Limitations of the influence of SMEs on peacebuilding and 

state-formation 

Peacebuilding presents nevertheless limitations from the local private-sector in 

small and medium companies, as business owners are the representatives of these 

entities, and are the ones that need to be aware of personal skills required for 

peacebuilding participation. These personal skills are shaping the participation of 

the business entities to the above-mentioned processes. Peacebuilding does not 

solely require planning and analysis like an investment (Ganson, 2019), but needs 

aware managers to see gaps in social services as an economic opportunity while 

assessing their potential damage. If a manager of a small business wants to 

successfully engage in conflict-mediation practices, he needs able to “establish 

comfortable, trusting, and transparent relationships with diverse people who may 

not share their values […] while also respecting fundamental differences and 

opposing positions; and have the ability to be calm and comfortable in situations of 

danger, threat, and emotional and physical stress.” (Anderson, 2014, p28). 

Anderson concludes this assertion by adding that these skills are not often found in 

the corporate managers, as they are often not taught, and especially in areas with 

very low levels of upper education like Somaliland. For a small company to be an 

effective peacebuilding actor, it needs the intention, the capabilities for 

peacebuilding, working relationships with other peace-aligned actors and finally the 

ability to harmonize and prioritize its actions with other peace-builders (Ganson, 

2019). These three dimensions are related and are especially challenged in conflict-

affected areas. Effective private sector peacebuilding participation requires 

governance measures, operational reforms, which are not typically part of small 

businesses' agenda. (Ganson, 2019).  

5.1.2.1 Series of privatization in the Berbera Area hastening 

conflicts  

Berbera has always been a strategic location, and in the context of extreme poverty, 

it has always been an area with key infrastructures where many resource-related 

conflicts spurred. When the government privatized the cement factory of Berbera in 
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2012, fierce resistance came from religious leaders, local political actors, 

businessmen, and local clan elders. (Interview with private sector F, 2019). One of 

the main reasons for the resistance was the sub-clan-family affiliation of the owner 

of the Dahabshiil company, who pursued the investment, matched the current of the 

president of Somaliland. Therefore, local clan-families asked for a sharer 

distribution of the agreement. (Interview with private sector F, 2019). Three years 

after, another privatization led to many suspicions in the coastal town. Berbera 

electricity became a private sector actor, during a process that lacked transparency 

and the clear beneficiates of this privatization were not clearly identified, the main 

suspicions are that the owners are close to the former president Silanyo. (Horst & 

Musa, 2019).  These privatization interests are benefiting powerful business elites 

to the detriment of the customary peacebuilding procedures. 

During the same year, another privatization caused violent conflicts. The Oil 

Berbera reservoirs spurred an armed conflict in the region. Therefore, clan 

dynamics are always embedded in the politics concerning the infrastructures and 

the investments of the northern region. The three main sub-clan families under the 

Isaaq clan-family are asserting heavy dominance on the Northern region and its 

infrastructures, whereas the other clan-families of the area are dissatisfied with the 

fact that other ports of Somaliland could be used and could benefit more clan-

families. The main fact is that non-Isaaqs are claiming it’s a deliberate operation for 

this clan-family to exerts control and dominance over other clans. Hence, 

investments like privatizations from the business actors need to include a salient 

assessment clan-dynamics, at the risk disrupt a fragile balance of powers among a 

divided society.   

5.1.3 Limitations of the impact of SMEs on state-formation 

As said in the literature review, the most powerful local business entities have 

shaped the formation of the unrecognized state, mostly through lobbying against 

various business regulations. These lobbying practices were principally done 

through loans from businesses to the political spheres instead of paying the required 

amount of taxes to support the state-building procedures. (Horst & Musa, 2019). 
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The government is trying to increase its tax collection for the consolidation of sound 

institutions, both through loans as well as the participation of the required amount 

of taxes by local SMEs (Interview with public actor B, 2019). Arguably, the lack of 

tax collection is hampering the development of strong financial institutions. As the 

budget of the government is putting the emphasis on security, findings show that 

SMEs could participate in peacebuilding by increasing their participation in taxes. 

These powerful local business owners lobbied against potential competition coming 

outside Somaliland, which potentially hindered the openness of the economy. (Horst 

& Musa, 2019). The limitation of foreign entities in the Somaliland market hindered 

growth opportunities, awareness concerning the state and ultimately the economic 

development of Somaliland (Interview with private actor B, 2019). However, the 

recent examples of foreign direct investments such as the port of Berbera, and the 

investments of Turkey in Somalia suggest a more complex situation, where the 

protectionism is actually questioned in terms of priority and importance to the eyes 

of Somalilanders and their government. These lobbying practices are favorizing the 

local economy, protecting the power balances from oversea interests at the 

expense of the attraction of foreign investments and the economic growth of the 

state. 

5.1.4 Synthesis of the local SMEs participation on peacebuilding  

During the various conflicts, few businessmen got enriched with activities such as 

the diversion of aid, weapons sales, and other war-related activities. (World Bank, 

2005). The businessmen who profited during the transition process after the 

collapse of 1991, with activities such diverted food aid, looting, import-exports 

activities, remittances diversion presented shifting interest to contain armed conflict 

with the help of the UNOSOM to transform the Somali economy, to undermine war 

and reshape the incentives to promote security (World Bank, 2005). The 

reconversion of warlords into politicians or businessmen contributed to promoting 

non-violent means to achieve family-clan peace. Therefore, a shift from a negative 

to a positive influence from the same actor (SMEs) is possible, with evidence from 

warlords to convert into prolific peace-builders. This new actor for peacebuilding 
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usually fosters democratization processes through the inclusion and representation 

of sub-clan-family minorities in conflict mediation conferences.  

The private sector has historically been acknowledged for having an overall 

negative impact on peacebuilding, for instance with economic interests supporting 

the war or through limited tax participation. In the findings, the small and medium 

enterprises (SMEs) have participated in conflict mediation through clan conferences 

even if their interests were not directly defended, for instance, the overall stability of 

the system was prioritized against the interests of their sub-clan family at multiple 

times. Secondly, the local private sector engaged in protests when the power 

balance of the state was threatened by a series of privatizations. These series of 

privatization usually hempen the overall stability of the hybrid political order and the 

representation of minorities. Also, for peacebuilding practices to be effective, the 

business owners of the small and medium companies need to have the required 

personal capacities and to be recognized as a potential mediation conflict tool by 

other peace-builder actors. Lastly, the impact of the SMEs on peacebuilding and 

state formation is characterized by a protectionist ideology that is preventing the 

international development of the state, but that participates in the stability of the 

hybrid political order (Horst & Musa, 2019). 

5.2 The impact of the MNC on peacebuilding and political stability   

5.2.1 Positive Impacts 

The international business actors are a vital partner to push for peacebuilding in 

fragile states. (Ganson, 2019). For some voices of the state, these challenges to 

the protectionism ideologies are actually opportunities for the development of 

Somaliland (Interview with public actor A, 2019). For instance, Somalis are a very-

young population compared to the Global North for instance and suffer from 

extremely high unemployment. Therefore, this arrival of foreign investors in a land-

barren area provoked claims offering a different perspective, arguing that it could 

foster employment based on meritocracy and not clientelism. (Interview with private 

actor K, 2019). The more investments from foreign entities, the more the “port staff 

will be recruited on skill and merit, rather than the current employment system which 
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is by clan-family” (Horst & Musa, 2019, p46). However, these linkages need some 

exogenous conditions to be effective, such as a sufficient number of Somalilanders 

employed by the port staff to create positive benefits.  

 Large-scale investments offer technology transfer, accountability, but also tools to 

fight corruption. For the last three decades, a part of the revenues from the port was 

going directly to the president of Somaliland offices without passing through the 

local authorities. (Horst & Musa, 2019). More specifically, revenues from the 

operations of the ports, such as cranes, trailers or fees for parking were directly 

transferred to the President’s office without any accounting formalization of the flows 

of income. Nowadays, these revenues are managed and formalized by the Emirati 

company (Horst & Musa, 2019). Therefore, foreign investments are participating in 

the openness of the economy, the transfer of technologies as well as the hampering 

of clientelism or corruption practices. 

If the investment were to be successful, as fully exploited, it would represent a real 

and potential positive contribution to the region. The weak post-conflict economy of 

Somaliland, recovering from economic stagnation and lack of recognition would 

increasingly be more connected to other major economies of the region, in this case, 

land-locked Ethiopia and the UAE, the economic giant of the middle-east. Other 

advantages for Somalilanders is the recognition of their passport and easier visa 

restrictions for Somalilander travelers and workers in Dubai and Abu-Dhabi. 

(Cannon & Rossiter, 2017). This fact can be an example that Somaliland economic 

connection and increased recognition is on its way and will present direct and 

positive influences for the state.  

5.2.2 Limitations 

MNC's participation in large investments, such as mining, agriculture, oil extraction 

and key infrastructures such as the port in Berbera can threaten the stability of the 

state. (Interview with private sector actor J, 2019; Barbara, 2003). The recent 

investment of the U.A.E company DP World is presenting negative externalities 

despite the undeniable benefits of large-scale investment in one of the poorest 



72 

 

areas in the world. One of the first problems of the only main FDI inflow is the lack 

of transparency as pointed by various local business elites. (Interview with private 

actor F, 2019). Other problems raised by the investment include the negligence of 

the local-voices in the decision-making of the agreement. This investment also 

disturbed the power imbalances between the clan-families and promote conflict 

escalations between the various clan-families of the state. Somaliland is 

increasingly giving importance to international, external accountability towards 

foreign business or governments, and neglects internal accountability to domestic 

businesses and entities (Interview with private actor E, 2019). The attraction of 

foreign investors and FDI is one of the priorities of the Somaliland development and 

participates with the negligence of the local entities. Therefore, these large-scale 

complex investments also participate in the threat of disturbing the fragile 

equilibrium and risking shadowing the importance of local businesses in 

peacebuilding practices.  

The investment also risks transferring foreign power dynamics to the state suffering 

from complex peacebuilding and peacekeeping issues. These activities are spurring 

conflicts with an issue such as the origin of the workforce being mostly from south-

east Asia, in a state with really high needs of employments (Interview with private 

actor F, 2019). The lack of transparency also participates in the deterioration of 

international relations, as foreign interests from the UAE can be conflicting with 

Somaliland neighbors. The government increasingly neglected local business elites 

and clan elders, who participate in state-collection of revenues but to a limited 

extent. (Interview with public actor A, 2019; Horst & Musa, 2019). All of the above-

listed factors are drivers of state violence and conflict. (Ganson, 2019).   

 

5.2.3 Synthesis of the role of the MNC on peacebuilding and state-formation 

The very low level of FDI has indubitably limited the potential economic growth of 

the country but at the same time protected and prevented the state from internal 

clan-family conflicts or with other neighbors. This absence of international 

investments arguably kept Somaliland financially and politically stable, limiting the 
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risks of violence or conflicts. The investment in the Berbera port presents substantial 

benefits, the participation to the economic growth, the creation of jobs for the youth 

of Somaliland, technology transfers through linkages and managerial practices such 

as meritocracy and give tools to curb clientelism and corruption. 

However, DP World did not mention in the agreement with Somaliland that the 

Ethiopian government was also part of the agreement for the port extension and 

testifies a real lack of transparency in the contract and might hempen the 

relationships with neighboring Ethiopia.  The establishment of foreign interests, 

such as the UAE Naval base in the port of Berbera is threatening the international 

relations with neighboring Djibouti. The local stability of the power dynamics and the 

hybrid political order are also neglecting the local interests of customary actors and 

sub-clan-families in the Berbera region. 

 Despite the creation of employment, technology transfer, economic growth 

contributions, the investment of foreign companies also presents a direct threat to 

Somaliland's long-worked stability. It can threaten the fragile equilibrium of power 

dynamics between the various representatives of the state, the hybrid political order 

and the overall stability of the state. The evidence shows that the foreign growing 

private sector is not peace-positive in a non-recognized state and weak institutional 

context. Increasing the GDP growth, the tax revenues, employment without any 

assessment of the ethnicity, socio-economical and rural problematics will probably 

increase the overall fragility of the system. (Ganson, 2019). Large companies rarely 

assess power dynamics and local specificness which can foster already existing 

problems, such as the conflict escalations between sub-clans-families as well as 

unemployment, if the jobs created are not filled with the locals. Thus, Somaliland is 

a good setting for future MNCs to enlist a context-specific analysis that goes beyond 

state-capacities to be truly effective (Njeri, 2019).  
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5.3 Conclusion of the implications of the private sector as a whole on 

conflict mediation and state-formation 

Both the foreign MNC and local SMEs foster economic growth and are participating 

in the creation of employment, even if the statehood of the Berbera port workers 

presented a salient issue. Both groups of actors can be responsible for power abuse 

against a weak state or the weakening of law enforcement as they have interests in 

hampering some state capacities. They also have privatization interests of key 

infrastructures that risk spurring violent conflicts or participate in the sub-clan-family 

escalation of conflicts. Interestingly, foreign and local businesses see state-building 

with strong institutions as a threat to their monopoly over business practices 

(Lindley, 2010). On the opposite, promoting state-capacity as a SME presents 

benefits, as the empowered state could enforce with greater efficiency licenses, 

agreements, and other business-related contracts.  

Local and foreign companies are not investing sufficient time and efforts in the 

analysis and uncertainty avoidance planning to allow their business operations to 

be less surprised by new conflicts, and ultimately to enable the firms to reduce their 

externalities on violence. The actions of the companies must be welcomed by other 

peace-builder actors to be effective. MNCs cannot enter conflict-mediation, present 

credible knowledge to be an actor of change in a conflict-torn system if they are not 

included in peacebuilding by other actors (Ganson, 2019). 

  



75 

 

Source : Author 

 

The various impacts of SMEs and the MNC operations in Somaliland  
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Chapter 6: Discussion and Concluding notes 

The chapter 6 of the thesis is aiming to discuss the main findings of the research 

offering limitations and conflicting points to further the question under study. The 

purpose of the thesis has been to look at the role and the variety of impacts of the 

private sector on conflict-mediation and the consolidation of the local state, both by 

the small local companies and a bigger foreign entity. A case study of Somaliland 

and its analysis have enabled a detailed explanation of the role and impacts of 

companies on the above-mentioned political processes. Nevertheless, the lack of 

secondary data on this topic and the lack of a body of literature concerning the role 

of the private sector in such contexts does not create in-depth evidence. Lastly, the 

unique case of FDI from a foreign MNC does not allow for potential generalizations. 

Therefore, it is an interesting opportunity to look at the involvement of one MNC in 

post-conflict contexts but does not open the door to theories on the phenomena. 

The use of theories such as Business for peace or the peacebuilding in a Hybrid 

political order context allows some reflections on the analysis.  

6.1 Discussion 

To palliate to the lack of rigor often criticized in case studies many countermeasures 

have been employed. The data has been rigorously collected and allowed for the 

understanding of the local customs its implications on the private sector. Somaliland 

presented the example of a hybrid political order who managed to create durable 

peace through a bottom-up approach which benefited the local state with significant 

legitimacy to the eyes of its citizen. (Boege et al. 2009). This study showed that 

Somaliland is an example of a successful peacebuilding method apart from the 

classical “state-centric” approach. The establishment of peace is partly due to the 

involvement of conservative customary actors who got their role increasingly 

formalized throughout history (Walls, 2009). Nowadays, the hybrid political order 

suffers from a growing corruption of these traditional actors and the state is not 

powerful enough to ensure the durability of the success of this HPO. Despite being 

qualified as a crippled hybrid, the main successes of Somaliland, such as the 

rebuilding of the economy and the state, its social legitimacy and the public safety 

are due to the involvement of the private sector to a greater extent than thought. In 
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the context of lack of external recognition, absence of legal sovereignty and the 

absence of monopoly over the use of the legitimate form of violence, the state owes 

the achievement of public security to the local business actors, often overlooked in 

the prior researches.   

It has been previously demonstrated that most of the peacebuilding approaches 

assume that international entities are judged as “performing” and that the conflict-

mediation issues are more often found with the local agencies (Richmond, 2013). 

In the case of Somaliland, local companies have participated to a greater extent to 

the stability of the HPO and the conflict-mediation than foreign companies. The 

thesis tried to avoid glorifying the achievement of the state, clan-family elders and 

local business owners despite the absence of an enabling environment. It remains 

important not to fall into the glorification of the local success of peacebuilding by the 

customary institutions after the pitfall created by criticizing the recent peacebuilding 

literature associating local customs with disorder and backwardness (Richmond, 

2013; Fernandez & Garcia, 2017).  

6.2 Peacebuilding assessment of companies  

The impact of the private sector needs a more discerned approach that 

encompasses both the positive and negative contributions of the private sector to 

state-building. Risks of prioritizing the private sector interests over the 

reinforcements of its participation for enduring peace remains and need to be 

closely monitored. Indicators for peacebuilding must be treated differently than 

outdated classical economic indicators such as FDI inflows, the GDP growth rate of 

the ease of doing business as indicators of peacebuilding. (Ganson, 2019).  

The private sector is the channel to attract capital, knowledge and skill transfer are 

economic boosters for the economy. However, with the specific cultural and political 

situation of Somaliland, i.e the weak institutional enforcement of the law, the various 

foreign actors can threaten stability and peace. The profitability of an investment 

usually takes into account the political risks to the firm’s employees, assets or 

reputation. Gradually, MNCs start encompassing environmental issues and human 
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rights requirements as investors and finance lenders might set some requirements. 

(Ganson, 2019). However, might not be true for all the MNCs and probably do not 

apply in the case of Somaliland (Interview with private sector actor H, 2019). 

Business assessments rarely encompass and prioritize institutional arrangement 

and questioning power relationships which are at the heart of peacebuilding. 

Therefore, peacebuilding sometimes presents a form of irrelevance from a company 

perspective, as it’s not always presented as a cost, an investment or a business 

threat. (Ganson, 2019).  

The lack of diplomatic recognition hinders FDI as well as external support such as 

bilateral donor assistance. (Bradbury et al. 2003). Foreign direct investment is 

promoting peacebuilding and political reconstruction and then ultimately the 

diplomatic recognition of the state. The diplomatic non-recognition is playing an 

undeniable impact on the development of Somaliland, but exogenous factors from 

the Somaliland goodwill such as the interests of more powerful states, the attitude 

of the central government of Somalia, the economic importance of the secessionist 

region and the borders created by colonialism are all the factors preventing the 

recognition of Somaliland (Trzcinski, 2004). Nevertheless, if Somaliland were to be 

recognized, the risk of delegitimizing its hybrid governance might undermine this 

unique locally-owned approach and eventually might hempen democracy. 

The impact of FDI in Somaliland is complex to assess with so few examples, but 

the example of the Berbera port provides a complete example for the caution 

required to invest in post-conflict states. Even if the government is getting more 

legitimate and increasingly accountable, investments still risk spurring violent 

conflicts. (Interview with private sector actor E, 2019). The limited budget of the 

government, the scarcity of resources, the complex dynamics between the various 

political actors created a complex environment for foreign entities to strive. (Horst & 

Musa, 2019). The various local stakeholders, such as politicians, clan-families 

elders, religious leaders, and the business elite have to create an enabling 

environment for the attraction of FDI. The new foreign actor seizing the control of 

the limited infrastructures is a good example that businesses can modify the delicate 
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balance of peace. Therefore, business activities and investments in contexts like 

these are not the ideal antidotes pushed by the Business for peace literature.  

6.3 Key Findings of the research 

The research engaged in a context analysis of peacebuilding in Somaliland. The 

case provides nuances in the impacts of conflict-mediation and state-consolidation, 

both negatively and positively from the local and foreign private sector. This 

assessment needed a lot of contextualization and a holistic approach to 

understanding the complexity of the various forms of peacebuilding participation 

from the private sector can take place, depending on their size, origin or economic 

interests. The bottom-up approach of Somaliland and the important role of the 

private sector created an interesting case study to examine. In this specific context, 

the thesis explored a phenomenon and attempted to an analysis a description of 

the following question: 

 

What is the role of the private sector, both local SMEs and foreign MNCs on state-

formation and peacebuilding in a post-war and diplomatic unrecognition context?   

The main findings of the thesis are the following:    

1. The role of the local private sector has often been overlooked but is 

responsible to a greater extent than thought in the provision of security in 

Somaliland. Protectionist ideologies spurring from local businessmen have 

protected Somaliland from multinational corporations’ influence that risked 

spurring armed conflicts. The success of the religious leaders cannot be 

undermined for their conservative ideologies, as much as the participation of 

local SMEs on peace cannot be undermined for their potential conflicting 

economic interests.  

 

2. International agencies are often seen has good in peacebuilding literature 

(Richmond, 2013). However, in the case of Somaliland, local agencies are 

more responsible for the successes of Somaliland than foreign companies. An 

MNC investment risk importing foreign power interests into the local context. 
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DP World’s activities are the root causes of the escalation of local conflicts by 

creating power balance disruptions between family-clans. The case study of 

the unique FDI in Somaliland shows that foreign business investment in fragile 

contexts is not the glorified antidote pushed by the business for peace 

literature.  

 

3. If local SMEs want to participate more effectively in peacebuilding, they should 

participate in state-formation processes and the consolidation of sound 

institutions through tax payments. The government made security it’s a priority 

by spending half of the GDP on defence spending. These budgetary choices 

are participating in an undeniable extent to the success of the peacebuilding 

procedures of Somaliland.  

 

4. In hybrid-political orders, and more specifically in post-war contexts, the foreign 

private sector large-scale investments require a complete assessment of the 

potential impacts of the business operations to be an effective peace-builder. 

This assessment needs to encompass thoroughly local culture specificities 

such as power dynamics or the roles of local business elites both economically 

and politically. Otherwise, the investment risks damaging safety and social 

issues, such as the local ownership of the hybrid political order or the local 

democratization process. 

  

6.4 Recommendation for future research 

For peacebuilding to be more effective, future research could question the potential 

limitations of private sector activities in post-conflict diplomatically non-recognized 

states. Governments with limited local capacities or in fragile contexts should 

carefully assess if foreign business interests are recommendable. Future research 

could question if potential limitations of business operations and containments, 

limitations of foreign investments might present a durable solution for peace in post-

war contexts. As the state of Somaliland decided to prioritize security and safety as 

a priority to get access to long-awaited independence and political recognition, 
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future research could look at the role of the private sector and its influence on the 

international legitimacy of the host state. 

 

One case of FDI does not allow for generalization. Also, the obvious lack of 

transparency from the unique case of foreign investment also hindered greatly the 

quality and number of pieces of evidence on which the analysis is based on. It 

remains impossible to conclude if the attraction of FDI is recommendable in areas 

recovering from conflicts and lacking legal sovereignty. The full assessment of the 

impact of foreign investments with a greater number of examples could indicate if 

the attraction of FDI is recommendable in such areas. As the results of a case study 

lies in the eye of the beholders, a further study including local co-authors would be 

a great countermeasure against the limits of the case-study approach.  

Lastly, in the context of climate change, it will be crucial to explore this phenomenon 

to examine future impacts in states with limited legal sovereignty. By its location, 

Somaliland is one of the most impacted states in the world and future research 

concerning the future of development of Somaliland needs to thoroughly 

encompass the alarming environmental context of the Horn of Africa. With the 

extremely limited capacities of the state concerning these problems and the lack of 

foreign direct aid, it will be salient to look at what will be the major hampering issues 

for the private sector and how small and medium-sized companies will be able to fill 

new voids created human activities. 
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