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I  BACKGROUND, OBJECTIVES AND 
METHODOLOGY
Background 
Pangea Trust, has established a collaborative partnership project - The 
Diaspora Investment Partnership - with the Swedish International Development 
Cooperation Agency (Sida) and the Swedish embassies in Kenya, Somalia and 
Ethiopia, which aims to mobilize remittances from the African diaspora as a 
sustainable source of investment and financing for Startups and SMEs (small and 
medium-sized enterprises) in Africa through an innovative technology platform. 

Further, the project aims to provide innovative conventional and Islamic financing 
solutions that will improve access to finance for enterprises, facilitating the 
development of more financially resilient,      high impact Startups and SMEs that 
are contributing to sustainable job creation.

Pangea Trust is responsible for the content and the management of the initiative.

The diaspora mapping study and 
objectives
While the amount of remittance inflows and their countries of origin are well 
known and documented, there appears to be no specific studies and data in the 
public domain on the uses for which the remittances are put locally, particularly 
remittances for investments and the attitudes and behaviour that influence them. 

To address knowledge and support its initiative, Pangea Trust commissioned 
a diaspora mapping study to deeper explore the opportunity for investment 
remittances from the African diaspora. The study which was conducted between 
April and June 2021 further aimed to:

1. Provide a clear and comprehensive analysis identifying how remittances 
are being allocated in terms of consumption, investment and other areas, 
opportunities, and challenges.

2. Provide insight that will support the development of the pilot technology 
platform and other Islamic financing solutions; and,

3. Provide better insight to the development sector and other stakeholders on 
how the diaspora can play a bigger role in supporting SMEs.

Study methodology and Sample
To meet the objectives of the study the methodology consisted of three phases.

Phase 1: Secondary Desk Review.
The first phase consisted of detailed desk review of recent relevant reports 
and other authoritative research publications on diaspora remittances and 
investments.

Phase 2: Online Survey.
The second phase consisted of an online survey of 60 questions containing both 
(a) close-ended and open-ended and (b) qualitative and quantitative questions. 
Voluntary (opt-in) sampling method was used to invite participation from 
respondents from 3 identified sub-groups including:

1. Kenyan diaspora including returnees.

2. Other African diaspora who have a connection to Kenya. This could be for 
example, having a Kenyan friend, or having visited, lived or worked in Kenya 
in the past.

3. African diaspora professing the Islamic faith including Kenyans and other 
Africans with a connection to Kenya.  This sub-group was considered to be 
an important target group given the growing population of Islamic finance 
Kenya and globally, and in addition because of the project’s focus on Nordic 
countries which have a large population of African Muslim diaspora.

The total respondents to the online survey were 211 distributed among the 3 
sub-groups as follows:

• Kenyan diaspora (59)

• Other African diaspora (wltk*) (68)

• African Muslim diaspora (wltk*) (84)

To mitigate some of the challenges related to internet-based survey sampling 
including the lack of a sampling frame (a reliable register or list of email contacts) 
and population coverage, the respondents were directly recruited by the research 
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team (including Pangea’s team) through their business and social networks. For 
this reason, it should be noted that the results of the survey were impacted by 
selection bias and may not be a precise representative of the population.

In terms of coverage for example, it was impossible to estimate; 

a. The total population of Kenyan diaspora as secondary data on the same seem 
to vary widely, according to the international Organization for Migration, IOM 
(2015). The last available estimate by the Kenyan Ministry of Foreign Affairs, 
MFA (2014),  approximated that number to about 3 million. However, this 
number could have significantly grown given since the last estimation;

b. The number of other African diaspora with a connection to Kenya of which 
there is no available data, and; 

c. The number of African Muslim diaspora with connection to Kenya of which 
there is also no available data. Similarly, the sample may not be entirely rep-
resentative of the population. 

Online respondents by country of residence. The respondents were spread 
across 27 countries, with Sweden, Finland, and the USA accounting for 54% of the 
total respondents. 

No Country of 
residence 

Kenyan 
Diaspora

Other 
African 
Diaspora

African 
Muslim 
Diaspora 

Total Total 
%

1. Sweden 8 46 14 68 32%
2. Finland - - 25 25 12%
3. USA 17 3 1 21 10%
4. UK 6 2 11 19 9%
5. Germany 7 5 - 12 6%
6. Kenya 1 - 11 12 6%

7. Somalia - - 8 8 4%
8. Canada 2 1 3 6 3%
9. UAE 2 - 4 6 3%
10. Ghana 2 2 - 4 2%
11. Australia 2 1 - 3 1%

12. Denmark 1 1 1 3 1%
13. Ethiopia 2 1 - 3 1%
14. Netherlands 1 2 - 3 1%
15. Norway 1 1 1 3 1%
16. Ireland 2 - - 2 1%
17. Italy - 1 1 2 1%
18. Rwanda - 2 - 2 1%
19. China 1 - - 1 0%
20. France - - 1 1 0%
21. Ivory Coast 1 - - 1 0%
22. Japan - - 1 1 0%
23. Malaysia - - 1 1 0%
24. Qatar 1 - - 1 0%
25. South Africa 1 - - 1 0%
26. Tanzania 1 - - 1 0%
27. Uganda - 1 1 0%

Total 59 68 84 211 100%
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Kenyan diaspora sub-group: Particularly out of the 59 representing 64% of all 
Kenya diaspora surveyed, 29% resided in the USA, 14% in Sweden, 12% in Ger-
many, and 10% in the UK.

No. Counrty of resi-
dence

Kenyan Dias-
pora

Total

1. USA 17 29%
2. Sweden 8 14%
3. Germany 7 12%
4. UK 6 10%

Gender representation: Male and female respondents accounted for 55% and 
43% of the total respondents respectively with about 2% opting not give their 
gender.

Age representation: 23% of the respondents were below the age of 30, with 
those between the age of 31-40 and above 41 years accounting for 46% and 
30% respectively.

Age group Kenyan 
Diaspora

Other 
African 
Diaspora

African 
Muslim 
Diaspora

Total Total%

Under 18 1 -- - 1 0.5%
18-30 11 18 20 49 23.2%
31-40 26 32 40 98 46.4%
41-50 18 12 16 46 21.8%
51 or older 3 6 8 17 8.1%
Total 59 68 84 211 100.0%

Generation: Nearly three-quarters of the respondents surveyed (72%) were 1st 
generation immigrants while 2nd generation immigrants accounted for about a 
quarter of the respondents (24%)

Connection to 
Kenya

Kenyan 
Diaspora

Other 
African 
Diaspora

African 
Muslim 
Diaspora

Total Total%

1st Generation 51 44 57 152 72%
2nd Generation 5 55 24 51 24%
3rd Generation 1 - 3 4 2%
4th Generation 2 2 - 4 2%
Grand Total 59 68 84 211 100%

Phase 3: Qualitative Key Informant Interviews.
The third phase consisted of Key Informant Interviews with 13 selected subject 
matter experts representing various key stakeholder institutions including but 
not limited to, development institutions, policy institutions, diaspora associa-
tions, financial institutions, remittance companies and remittance consultancies. 
In addition, some of the experts interviewed had previous experience living as 
diaspora, mostly in the USA.

The Report
The analysis and findings have been grouped based on the characteristics, be-
haviour and attitudes of the core respondent groups within key thematic areas 
and sub-themes that were being examined, as much as was possible to group 
the findings thematically. For example, the reader should be able to follow the 
behaviour of the African Muslim diaspora (with link to Kenya) across the themat-
ic areas. Other supporting research or findings included have been provided to 
add context to the main areas under examination.
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II. EXECUTIVE SUMMARY
1. Diaspora remittance inflows to 

Kenya.

• In the year 2020, remittance inflows into Kenya grew 
despite the impact of COVID-19 in the source countries 
. According to the Central Bank of Kenya (CBK 2021a), 
remittance inflows rose to a record high of USD 3.094 
billion in 2020 (accounting for 3% of GDP) from USD 2.796 
billion in 2019 representing an increase of 10.7%.

• Remittance inflows have continued to grow steadily over 
the last seven-year period (2013 – 2020) from USD 1.291 
billion to USD 3.094 billion, representing an average 
annual growth rate (AAGR) of 14% over the period.

• Recent CBK (2021b) data on remittance inflows by country 
of origin showed that top source countries in 2020 were: 

* U.S.A – USD 1.67 billion, (53.85%).

* United Kingdom – USD 230 million, (7.44%).

* South Africa – USD 196 million, (6.34%).

• While the amount of remittance inflows and their countries 
of origin are well known and documented, there appears 
to be no research or publicly available disaggregated 
data linking remittances behaviour and attitudes to the 
gender, age, and generation of remitters to Kenya. 

• However, according to the International Fund for 
Agricultural Development, IFAD (2021) global data on 

remittances (taken to also include migrant remittances 
to Kenya), migrant workers send on average USD 200 or 
USD 300 home every one or two months. The remittances 
represent 15% of what they earn on average, and what 
they send can make up as much as 60% of a household’s 
total income for millions of families. The World Bank (2010) 
under its programme, the Future of African Remittances 
(FAR), also carried out a survey in 2010 and found that in 
Kenya, 59% of remittance recipients were male and 41% 
female.

• Here are some key demographic findings deduced from 
the mapping study provided:

a. A high number of diaspora send money back home on a 
regular basis. 78% of the respondents surveyed regularly 
sent money back home. 

b. Remittances to Kenya by value could be nearly equally 
split between support towards household needs and in-
vestments . From the survey, 36% of the respondents sent 
amounts ranging between USD 100 and USD 500 on aver-
age which, owing to the value of remittances, can be inter-
preted to be used to meet immediate household needs 
such as food, medical expenses, school fees and other 
household expenses. An almost equal number of respon-
dents (35%) sent amounts exceeding USD 1,000 back 
home which can be interpreted to be funds sent home 
for opportunistic savings and investment opportunities.

c. Women send more money to for household needs than 

1Source country in this context is defined as the point or place from which the remittances originate.
2This refers to direct remittances either for household needs or investments, and not the balance of remittance saved or invested by recipients themselves
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men who send more funds for investment purposes. From the study, 
more women sent amounts less than USD 500 back home compared 
to men who mostly sent amounts greater than USD 1,000 back home. 
This could be because they have a deeper understanding and appreci-
ation of the household needs of their relatives back home. At the same 
time, the larger contributions made by men indicate that most of male 
remittances went into opportunistic savings and investments.

d. Male diaspora either earn more or have more disposable income than 
female diaspora. More men than women reported that the remittanc-
es accounted for less than 5% of their total income, which indicates 
that the men earned higher incomes than their counterparts

e. Diaspora aged between 31-40 years send the most money back home. 
From the survey, most remittances were made respondents in that age 
group compared to their peers. This phenomenon could be linked to 

the fact that there is a greater number of upwardly mobile individu-
als within this age bracket who are earning greater incomes compared 
to the younger group (18-30) while at the same time they are likely 
to have more disposable income compared to older groups (41 and 
above) who have increasing household responsibilities.

f. First generation migrants (individuals who were born in Kenya and af-
terward migrated to their current countries of residence) send the most 
money back home. From the study, most remittances were made by 
1st generation respondents compared to other generation migrants. 
This trend in the 1st generation remittances is due to the fact that the 
generation enjoys closer relational ties with relatives back home than 
the other generations

3M-Pesa is a mobile phone-based money transfer service, payments and micro-financing service, launched in 2007 by Vodafone Group plc and Safaricom, the larg-
est mobile network operator in Kenya, which has since expanded to Tanzania, Mozambique, DRC, Lesotho, Ghana, Egypt, Afghanistan, South Africa and Ethiopia. 
4Hawala, originating from an Arabic term for transfer or trust, is a traditional and informal system of transferring money using Islamic traditions but not limited to 
Muslims.
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2. Motivation for remittances and use of funds.
• As above, remittances and investment decisions seem to be largely informed by the level of cultural and relational 

connection back home. The connection is much stronger among the 1st generation diaspora communities and 
seems to diminish as you go into the 2nd and 3rd generations which is also reflected by the volume of remittances 
across the various generations. 

• The most common reason for remittance of funds is to provide financial support to family and friends.

• According to the IFAD report by Ponsot et.al., (2017), less than 25% of remittances are sent for opportunistic savings 
or investment opportunities in the home country. However, this still represents a huge opportunity that can be 
tapped and directed into productive uses, including potentially investments into MSMEs, that deliver acceptable 
risk-return profiles to the remitters. 

3. Overview of the main channels used for remittances.
• Convenience (in terms of ease of access and cross-platform integration), and cost of transaction seem to be the 

critical factors when it comes to the choice of the channel used for remittances. According to literature, it was 
observed that 31% of diaspora members preferred to send money via mobile transfer (such as M-Pesa ) as it was 
easier and cheaper than using money transfer companies (such as Western Union, MoneyGram, etc.) at 23%, and 
traditional banking at 12%. This however, does not apply to Islamic remitters who prefer using Hawalas  instead.

• Interestingly, convenience seemed to be driven by the recipient more than the remitter and this was echoed by 
some of the key experts interviewed as part of the study who highlighted that the recipient’s convenience seemed 
to inform the remitter’s choice of channel for remittance. Most importantly, as cash is the most ubiquitous means 
of payment, channels which can easily convert payments into cash seem more preferred by recipients and hence 
are likely to be used more by remitters.

• Reliability in terms of speed, safety of funds, and ease of use (particularly for digital services) were also considered 
to be important factors. Altogether, the diaspora surveyed seemed to trust the channel that best provided the 
benefits that were of most importance to them, whether, convenience, low cost of remittance, reliability or ease 
of use. Hawalas for instance were mostly trusted by the Somali-Muslim community because of the wide network 
created by these institutions that allows funds to reach even the most remote locations.

• 

5As per the online survey, the lending rates for the loans acquired from financial institutions by the diaspora mostly ranged between 1%-4%. The low interest rate 
for the loans reported was due to the fact that most of the diaspora surveyed (44%) resided in the Euro Area (primarily Sweden and Finland) whose average lend-
ing rates are fairly low.
6Derived from a smaller subset who responded to section E: Experience with online platforms of the survey.

10



4. Potential for diaspora-led investments and how they can be structured.
• The findings of the study show that there continues to be a high appetite for investment opportunities in Africa 

from the diaspora. However, the current investment decisions seem to be largely driven by the availability of 
information on what investment opportunities exist and importantly by the level of knowledge on how to choose 
the most optimal investment options. 

• Most of the current diaspora investments are nearly evenly split between investing in (a) their own businesses 
(31%), (b) family members’ businesses (28%), and (c) investments in the money markets (29%), with very few 
direct investments into other local businesses (12%). However, with increased awareness on available investment 
opportunities in MSMEs and the attendant risk-return profiles, the diaspora community could consider this as a 
possible investment opportunity if well facilitated.

• The frequency of investment-specific remittances varies widely among the diaspora, and this seems to a larger 
extent to be influenced by their source(s) of income. On the other hand, in terms of the value of investment-
specific remittances, the diaspora investors are more likely to send on average larger sums of money valued at 
over USD 4,000 for business related investments, although a significant minority also seem to send amounts of 
between USD 1,000 and 2,000 annually.

• Real estate accounts for the largest percentage of investments(29%) with the agriculture (12%), education (9%) 
and finance sector (8%)  being significant beneficiaries as well and this be could largely informed by the general 
ease of access to information on investment opportunities in the said sectors, including but not limited to industry 
growth, market data on payback, potential return on investment, etc.

• In general, business investments were nearly evenly split between paying for new venture start-up costs (28%), 
acquisition of capital items (27%), and payment for operational expenses (25%). Less support went towards 
financial investments in the form of additional capital or reinvestment profits (16%), or debt repayment (4%).

• In terms of the source of funds for making investments, income from salary is the primary source for most 
diaspora (57%), followed by earnings from existing businesses (32%), with funding from financial institutions  
(loans etc.) and family members accounting for 7% and 5% respectively.

• Regarding risk, return and impact expectations, most of the diaspora surveyed expected to earn returns from 
their investment that are equivalent to (30%) or higher than existing market rates (38%), regardless of the sector 
or opportunity at hand. At the same time, many (95%)  also indicated that their investments were not purely driven 
by financial motives but by a combination of socio-economic contribution (being able to support livelihoods back 
home), community or a sense of connection back home, and charity or religious obligations.
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5. Obstacles to the growth of diaspora-led investments.
• The single biggest obstacle to enabling investments for the diaspora is access to appropriately packaged and credible 

information on available investment opportunities with about 23% reporting this as a key hurdle during the investment 
process. As a solution, majority of the diaspora relied on family and friends for information on available investment 
opportunities. What is, however, interesting to note is that regardless of their level of knowledge on investments, 
the diaspora community prefers to make their own independent assessment of the viability of available investment 
opportunities before seeking assistance from friends and family.

• When assessing actual investment opportunities, the credibility and trustworthiness of the investment information, was 
reported as having the most significant impact on the investment decision, 31%. The credibility of the source of information 
was the second most important criteria 25%, suggesting that the authenticity of the investment opportunity was of more 
importance to the diaspora than the organization presenting the information. 

• As a result, investment management firms, fund managers, private equity and venture capital firms were most preferred 
and thought to be the most credible institutions to advise and manage investments because of their experience and 
track record. Outside of these professional investment management firms, there appears to be no single-most preferred 
institution that is trusted to support or advise diaspora with their investment decisions. Further, all the diaspora sub-
groups interviewed preferred to personally negotiate the terms of investments rather than use intermediaries such as 
lawyers and investment consultants. 

• While most diaspora surveyed wanted to personally review and sign all the necessary investment contracts as a pre-
requisite for their investment (Kenyan Diaspora 72%, Other African Diaspora 92%, and African Muslim Diaspora 81%), 
close to 3 out of every 5 (63%) criticized the complexity of the wordings contained in most investment documentation 
which they found to be too difficult to understand. 

• There was no single-most-preferred channel for transferring investment funds, as the different sub-groups preferred varied 
channels. The four most important factors for choosing a channel in order of importance were (a) speed of remittances, 
(b) total cost including hidden fees, (c) security of funds and (d) ease of access by recipients. 

• Many of the diaspora surveyed had developed their own methods of verifying whether the money that they had sent was 
being used for its intended purposes. Some of the most common challenges identified by the diaspora surveyed when 
addressing risks or settling disputes that arose after their funds were poorly invested included:

* The lack of clear enforcement mechanisms with limited or no legal recourse.
* Limited or no contact information for persons who should support with resolution of disputes.
* Poor communication and empathy in addressing investor issues.
* Bureaucracy and slow resolution of issues.
* Incompetent investment managers.

• When it comes to exiting of investments, the most common challenges indicated by the diaspora surveyed included:
* Delays in processing earnings upon maturity.
* Non-responsiveness and/or poor communication from investment managers or vehicles they had invested in.
* Foreign exchange losses due to currency fluctuations in local markets against the USD.
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6. Potential for investments through online investment platforms.
• Most of the diaspora indicated having little knowledge of any crowd funding platforms or other online investment 

platforms that they could leverage on to make investments, indicating a potential information gap on available 
options, if any.

• Specifically, the Kenyan diaspora indicated that they would be motivated to use online platforms mostly because of 
the potential to make lower amounts of investment through such platforms. This could potentially be informed by 
their affinity to mobile based and other technological platforms for remitting funds.

7. Impact of country regulations on remittances and investments.
• Investment-related products: All investment-related products in Kenya fall under the purview of the Capital Markets 

Authority (CMA). Whereas the mandate, functions, and regulations of the CMA as set out by the Capital Markets Act are 
wide, the most important regulations related to diaspora investments identified in the key informant interviews were 
in relation to a) the protection of investor interests, and b) customer due diligence in relation to anti-money laundering 
requirements. The CMA (2021) is also considering putting in place regulations on crowdfunding to enhance investor 
protection after a recent spate where investors lost billions of shillings through various fundraising initiatives.

• Remittance and Payments: All remittance and payments fall under the purview of the CBK. In terms of regulations. KYC 
(Know Your Customer), AML (Anti-Money Laundering) & CFT (Combating the Financing of Terrorism) regulations have 
the most significant impact for intermediaries in terms of cost, monitoring and reporting of transactions.

8. Impact of COVID-19 on diaspora remittances and investments.
• According to Knomad (2021) and the World Bank (2020), as the world continued to suffer the socioeconomic 

repercussions of the COVID-19 pandemic, the flow of global remittances to lower middle income countries (LMICs) 
was projected to decline sharply by about 20% in 2020 with the actual drop estimated at USD110 billion.

• The World Bank (2020) in addition revealed that the Sub-Saharan Africa (SSA) region experienced somewhat mixed 
results with countries experiencing either stagnation or varying levels of reduction in remittances. The only exception 
in the region was Kenya where remittance inflows had a counter-cyclical flow to the COVID-19 disruptions. Remittances 
into Kenya rose to a record high of USD 3,094 million in 2020, from USD 2,796 million in 2019, representing an increase 
of 10.7%.

• According to the CBK (2021a), one of the key drivers of the remarkable growth of remittances has been financial 
innovations that provided Kenyans in the diaspora with more convenient channels for their transactions hence 
enabling movement of funds even during COVID-19 restrictions.
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9. The state of global Islamic finance

• There are limited studies that cover diaspora remittances specifically from the Islamic community into Kenya, and 
so, the data on the same is also very limited. However, the existing literature highlights significant effort by various 
stakeholders to support remittances through hawalas, including ensuring alignment with KYC/AML/CFT regulations, 
given that this is the most preferred means by which the Islamic population remit their funds. Our survey confirms 
this preference with 48%  of the Muslim diaspora respondents reporting hawalas as their most preferred channel 
for remitting their funds back home.

• According to the State of the Global Islamic Economy Report (SGIR, 2020/21), global Islamic investments have shown 
steady growth over the years and stood at USD 11.8 billion as of 2021.

• The sectors identified as having the most investment opportunities that align with Islamic principles included: 
financial services, food retail, Muslim-friendly travel, modest fashion, pharmaceuticals and cosmetics, and media 
and recreation.

7See section 6 of the report.
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Summary of opportunities and proposed 
actions
There is a high affinity for technology enabled services within diaspora 
communities who are both widely exposed and accustomed to using such services, 
and this may enhance the adoption of the proposed platform even though many 
of the surveyed diaspora either had little knowledge of, or experience using 
online platforms for investments, particularly in Africa. Great effort will need to 
be made to create awareness on the proposed investment platform, but more 
importantly, the opportunities available for investment need to be clearly defined 
to generate healthy interest.

It is possible to create buy-in from the diaspora by building a credible and 
reliable brand that offers investment products that are not only genuine and 
that generate a healthy return for diaspora investors, but that also ensures that 
their money is safely invested in the right enterprises. Trust in the brand can be 
fostered by developing highly systems with excellent service delivery and having a 
competent team managing the investments. Partnering with reputable institutions 
can also foster a culture of trust e.g., by having third party verification of investment 
opportunities being conducted by reputable a financial partner.

The diaspora community is not only open to investing in local SMEs and startup 
enterprises in Kenya if they are provided with accurate and timely investment 
information, but is also interested in finding new investments opportunities 
beyond traditional sectors such as real estate. It is therefore important to 
consider providing a wide portfolio of investment options by sector, including 
Islamic investments.

Islamic investment products need to strictly align with Islamic principles to build 
trust with targeted Islamic communities. To support this for example, Pangea 
should consider establishing a Shariah advisory board to advise them on whether 
their products, operations and activities comply with Shariah principles, and hiring 
competent investment management teams or partners that understand Islamic 
finance and other social cultural aspects of the various ethnic Muslim groups e.g., 
the Somalis.

A robust infrastructure for the investment platform with secure 
back-end transaction processes, policies, and procedures is critical to 
create a seamless investment experience for the diaspora investors; 
from assessment (verification, rating, and scoring), matching, securing 
investments, and moving money back to the investors. In addition, clear 
processes for communication are required to foster understanding  
of local investment requirements such as the provision of notarized 
documents, hard copies, etc., or address challenges such as inadequate 
investee information, and other disputes. 

It will be critical to get the investment fund structure right. A proper 
strategy for the investment fund needs to be developed that clearly 
establishes; 1) the sectors and value chains of focus; 2) target investees, 
their characteristics and financing needs e.g., their stage of growth, 
revenue earnings, etc. including their financing requirements and the 
most appropriate financial instruments to use in meeting those needs; 
3) whether the fund should adopt a purely commercial approach or 
also a balanced one where impact is core to its investment strategy; 4) 
jurisdiction, legal and regulatory considerations such as KYC/AML/CFT 
compliance requirements, capital mobilization, investment guidelines, 
and: 5) the cost of operating the fund.
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Consultants’ general recommendations
From the study and findings and in addition to the opportunities and the proposed actions recommended, it is the expert view of the consultants that:

With respect to the Islamic finance products, 
Pangea needs to invest deeply in building 
partnerships, and developing awareness 
and outreach programs for the Islamic 
community and non-Muslims and other 
relevant stakeholders to increase interest and 
participation for its Sharia compliant products. 
This should be done in partnership with Islamic 
community, industry players and regulators to 
unlock the opportunity for Islamic investments 
through the platform. 

Given the innovativeness of the platform 
and its potential for growth, Pangea has the 
opportunity to champion its deployment, drive 
engagements, build partnerships and invite 
collaborations to scale such interventions for 
Africa. By the time of publishing this report, 
Pangea in collaboration with Sida, has already 
been working together with Financial Sector 
Deepening Kenya (FSDK) and various other 
partners with this respect. In addition, Pangea 
could take an active role in engaging with 
CMA and other stakeholders as it considers 
regulations around crowdfunding investor 
protection. This will have the effect of enhancing 
the platform’s credibility with the diaspora.

There is evident opportunity to develop an 
innovative platform to mobilize remittances from 
the African diaspora as a source of investment 
and financing for Startups and SMEs in Kenya and 
East Africa. To operationalize a well-structured 
investment fund, Pangea needs to design the right 
fund strategy and implementation plan, as well as  
develop appropriate investment products that 
match the needs of both investors and investees 
(Islamic and conventional). As a next step, we 
recommend that Pangea pays emphasis to; 
developing a robust fund design that incorporates 
a balanced and competent team who can execute 
for financial and impact returns; interrogating 
assumptions for developing the deal flow pipeline 
that could indicate the ability for the platform to 
find, match good deals and deploy capital; and, 
developing appropriate products by carefully 
considering details including terms, drivers of 
return, and opportunities to add value.
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DIASPORA REMITTANCE 
INFLOWS TO KENYA

USD 829 
MILLION
REMITTANCES 
IN THE FIRST 3 
MONTHS OF 2021

USD 3.094 
BILLION
REMITTANCE 
2021

14%
REMITTANCE
ANNUAL 
GROWTH RATE
2013-2021

455,000+
Kenyan international 
migrants in 2015 (UN 
DESA) 

1
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• According to the International Organization for Migration, IOM (2015) 
research estimates on the size and location of the Kenyan diaspora vary. 
These variations can be attributed to incomplete data and different 
definitions used by data collectors when defining terms. According to the 
Diaspora Policy by the Ministry of Foreign Affairs (2014), there are about 
three million Kenyans living abroad, and that number is believed to have 
been continuously growing over the last few years, although there is no 
current information on the exact number as at the time of publishing this 
report. In contrast, the United Nations Department of Economic and Social 
Affairs (UN DESA) estimated that there were more than 455,000 Kenyan 
international migrants in 2015. 

• However, going by the Central Bank of Kenya, CBK (2021c), Kenyans in the 
diaspora continue to make significant contributions to the socio-economic 
development of the country through the remittances and investments they 
send to Kenya. In the year 2020, remittance inflows grew despite the impact 
of COVID-19 in the source countries. According to CBK (2021a) remittance 
inflows rose to a record high of USD 3.094 billion in 2020 (accounting for 
3% of GDP) from USD 2.796 billion in 2019. This represents an increase of 
10.7%.

• Remittance inflows have continued to grow steadily over the last seven-
year period (2013 – 2020) from USD 1.291 billion to USD 3.094 billion, 
representing AAGR of 14% over the period.

• Further, according to CBK (2021c), remittances in the first 3 months of 
2021 amounted to USD 829 million (January USD 278.3 million, February 
USD 260.3 million, and March USD 290.8 million), the highest amount ever 
recorded in any quarter.
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Key drivers for the growth of remittances:

Some of the key reasons driving the growth according to the experts interviewed 
included:   

• Growth of immigrant populations (labour mobility) which has continued to 
counter the decrease in generational remittances.

• Steady increase in earnings by immigrants hence expanding their ability to 
remit increasingly more funds.

• Increased remittances during crisis with many diaspora sending funds back 
home to cushion their family members from the impact of the pandemic.
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1.1. Remittances into Kenya by country 
of origin

• According to aggregated data from CBK on remittances into Kenya between 
2013 and 2020, the top countries from which remittances were sent is as 
detailed below.

No, Counrty Inflows USD(-
millions)

%

U.S.A 1,665,992 53.85%

United Kingdom 230,230 7.44%

South Africa 196,043 6.34%

Saudia Arabia 122,961 3.97%

Germany 89,607 2.90%

Qatar 84,919 2.74%

United Arab Emirates 72,907 2.36%

Australia 69,924 2.26%

Canada 51,056 1.65%

Switzerland 49,228 1.59%

Tanzania 44,014 1.42%

Italy 33,625 1.09%

Uganda 23,754 0.77%

Netherlands 22,276 0.72%

France 21,996 0.71%

Sweden 18,008 0.58%

India 17,343 0.56%

Norway 16,586 0.54%

Bahrain 11,428 0.37%

Belgium 10,460 0.34%

Austria 7,962 0.26%

Japan 6,496 0.21%

Oman 6,467 0.21%

Iraq 4,533 0.15%

Nigeria 3,685 0.12%

Egypt 3,049 0.10%

China 2,846 0.09%

Zambia 2,736 0.09%

Ivory Coast 2,104 0.07%

New Zealand 1,841 0.06%

Bahamas 1,670 0.05%

South Sudan 1,407 0.05%

Malawi 917 0.03%

3,093,992
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Total remittance inflows into Kenya by region were:

Region Inflows in USD(millions) Percentage
America 1,741,004 56%
Europe 564,222 18%
Asia 373,726 12%
Africa 332,951 11%
Australia and Oceania 72,036 2%
Other Countries 10,054 0%

3,093,992 100%

• Average amount, frequency and percentage of earnings: 

According to the International Fund for Agricultural Development, IFAD (2021) 
global data on remittances (taken to include migrant remittances to Kenya), mi-
grant workers send on average USD 200 or USD 300 home every one or two 
months. The remittances represent 15% of what they earn on average, and what 
they send can make up as much as 60% of a household’s total income for millions 
of families.

• Gender and Age: The was no publicly available disaggregated data on 
the gender and age of the remitters into Kenya. However, the World Bank (2010) 
under its programme, the Future of African Remittances (FAR), carried out a sur-
vey in 2010 and found that in Kenya, 59% of remittance recipients were male and 
41% female.

Migrant workers send on average 
USD 200 or USD 300 home 
every one or two months. The 
remittances represent 15% of what 
they earn on average, and what 
they send can make up as much as 
60% of a household’s total income 
for millions of families.
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Remittances within the Islamic community in Kenya.

There are limited studies that cover diaspora remittances specifically from 
the Islamic community into Kenya, and so, the data on the same is also very 
limited. However, the existing literature highlights significant effort by various 
stakeholders to support remittances through hawalas, including ensuring 
alignment with KYC/AML/CFT regulations, given that this is the most preferred 
means by which the Islamic population remit their funds. Our survey confirms 
this preference , with 48%of the Muslim diaspora respondents reporting hawalas 
as their most preferred channel for remitting their funds back home.

Oloo (2017) defined hawala as a method of transferring money outside of 
conventional banking systems. It is an informal channel for transferring funds 
from one location to another through service providers known as hawaladars.

A report by the World Bank and the International Monetary Fund, IMF (2003) 
identified that while some diaspora favour hawala because they see it as a fast, 
convenient, affordable, and anonymous way of sending money, most hawala 
service providers tend to be unregulated. 

A report by the Cash Based Response Working Group, CBRWG (2012) highlights 
that in Kenya, the hawala system is most commonly used by the Somali 
community, who, according to the Kenya National Bureau of Statistics, KNBS 
(2019), were 2.7 million out of a population of 5.2 million Muslims, making them 
the most populous Islamic group in Kenya. The growth of the hawala system 
was supported largely by the absence of Shariah compliant banking in Kenya. 
According to Mohapatra & Ratha (2013), Muslim community being opposed to 
the usage of banks that charged interest, which is against Islamic law, instead 

preferred hawalas, which also offered a faster, safe, and convenient way to 
transact. In addition, CBRWG (2012) gives one of the key drivers for the growth 
of the use of hawalas as being the fact that they operated in rural areas where 
banks and other remittance service providers did not have reach, hence creating 
of ease of access by recipients.

As highlighted by El-Qorchi (2002), the hawala system of remittance is built on 
trust, kinship, ethnic ties, and personal relations between the parties involved 
which are highly valued by the Islamic community. According to Gundaniya (2020) 
Kenya has several active hawalas, with the most popular one being Dahabshiil, 
which is the largest African remittance business with branches and agent locations 
in around 126 countries across the globe. Other notable names include: Tawakal, 
Bakaal, Hodan and Continental. 

In an effort not to be outdone and to financially include the Muslim community, 
most Kenyan banks now offer Shariah compliant banking. Musani (2012) defines 
Shariah (Islamic) banking as banking that is set on the principle of not taking/
charging riba (usury/interest) nor investing in sectors considered unlawful under 
the Islamic law. These banks share profits, and losses with their depositors. 

According to CBK regulations (2013), an entity providing remittance services in 
Kenya must be licensed by and comply with the relevant Central Bank of Kenya 
regulations particularly KYC regulations, money laundering and the financing of 
terrorism.

8See section 3 of the report.

of the Muslim diaspora 
respondents reporting 
hawalas as their most 
preferred channel for 
remitting their funds back 
home.

48%
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1.2. Analysis of Survey remittances

• 78% of the respondents surveyed regularly sent money back home.

• 36% of the respondents sent amounts ranging between USD 100 and USD 
500 on average. These amounts can be interpreted to be used to meet im-
mediate household needs such as food, medical expenses, school fees and 
other household expenses. An almost equal number of respondents (35%) 
sent amounts exceeding USD 1,000 back home. These amounts can be in-
terpreted to be funds sent home for opportunistic savings and investment 
opportunities.

• 50% of the respondents sent money back home very frequently, being at 
least once a month or up to several times a month).

• For the majority (52%) the remittances represented less than 5% of their total 
income.

Yes

78%

22%
No

Survey: Do you regularly send money home?

16%

36%

13%

35%

Less than $100 $101-$500 $501-$1000 More than $1000

Survey: Amounts sent on Average

50%

28%

15%

8%

Frequently(once 
a month or
more)

Irregularly
(several times in 
the year)

Rarely(once a 
year if at all)

Never

Survey: Frequency of remittances

52%

26%

16%

4% 2%

less than 5% 6%-10% 11%-25% 26%-50% More than 50%

Survey: Percentage of Income
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1.3. Demographic analysis of the online survey remittances
a.   Respondent remittances by Gender

• More men (male) sent money back home than 
women (female)  average.    

• However, more women sent amounts less than 
USD 500 back home compared to men who 
mostly sent amounts greater than USD 1,000 
back home. This could be because they have a 
deeper understanding of the household needs 
of their relatives back home. At the same time, 
the larger contributions made by men indicate 
that most of male remittances went into 
opportunistic savings and investments.

• More men than women frequently sent money 
back home. At the same time, more women 
than men said that they had never sent any 
remittances back home.

• More men than women reported that the 
remittances accounted for less than 5% of their 
total income, which indicates that the men 
earned higher incomes than their counterparts. 
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hawala as a method of transferring money outside of conventional 
banking systems. It is an informal channel for transferring funds 
from one location to another through service providers known as 
hawaladars.
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b.   Respondent remittances by Age

• Most remittances were made respondents 
aged between 31-40 years.

• The age group also made them most 
remittances amounting to either between 
USD 100 and USD 500, or more than USD 
1,000.

• Their remittances were also more frequent 
compared to other age groups. 

• A high number in this group also reported 
that the remittances accounted for less 
than 5% of their total income.

• The pattern of remittances observed could 
be linked to the fact that there is a greater 
number of upwardly mobile individuals in 
this age bracket who are earning greater 
incomes compared to the younger group 
(18-30) while at the same time they are 
likely to have more disposable income 
compared to older groups (41 and 
above) who have increasing household 
responsibilities.

0

10

20

30

40

50

60

70

80

18-30

31-40

41-50

51 or older

Under 18

Yes No

Send money home?

0

5

10

15

20

25

30

35

Less than $100 $101-$500 $501-$1000 More than
$1000

Amounts sent on average?

18-30

31-40

41-50

51 or older

Under 18

Frequency of remittances

NeverRarely(once a
year if at all)

Irregularly
(several times

in the year)

Frequently
(once a month

or more)

0

5

10
15

20

25

30

35

40

45

50

18-30

31-40

41-50

51 or older

Under 18

Percentage of income

Less than 5% 6%-10% 11%-25% 26%-50% More than 
50%

0

10

20

30

40

50

60

18-30

31-40

41-50

51 or older

Under 18

24



c.  Respondent remittances by Generation

• Most remittances were made by 1st generation 
respondents (who were born in Kenya and 
afterward migrated to their current countries 
of residence) compared to other generation 
migrants.

• This generation also made the most 
remittances amounting to either USD 100 to 
USD 500, or USD more than 1,000. It can be 
interpreted that the amounts ranging between 
USD 100 – USD 500 were remittances in 
support of household needs for their families 
back home, while amounts exceed USD 1,000 
could be opportunistic investments primarily 
for themselves.

• In terms of frequency, they also made the 
most frequent remittances compared to other 
generations. In addition, a majority of them 
reported that the remittances accounted for 
less than 5% of their total income.

• This trend in the 1st generation remittances 
could be because the generation has closer 
relational ties with relatives back home than 
the other generations.
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MOTIVATION FOR REMITTANCES 
AND USE OF FUNDS

of remittance 
were made by 
1st generation 
immigrants.

of remittance is for 
financial support to 
family and friends

49%

indicated that they 
sent less than 5% of 
their total annual 
income back to their 
home countries

52%

72%

of the funds go 
towards immediate 
needs.

70%

2
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• While the specific motivations for sending remittances, from a global 
perspective, remain hard to prove, researchers have tried to map out 
different factors (Fullenkamp et al., 2008). Various analyses draw from (a) 
demographic variables such as the number of migrants in the host country, 
(b) economic variables such as wages or income, and (b) financial variables 
such as interest rates as drivers of remittances. The findings show that 
demographic and income variables tend to be significant in nearly all 
estimations (Buch, Kuckulenz & Le Manchec, 2002; Aydas, Metin-Özcan, & 
Neyapti, 2005). 

• However, Fullenkamp at al. (2008) argue that rather than trying to figure out 
what the specific motivation for remittances are, the general focus should 
be on whether these remittance inflows are predominantly compensatory 
(altruistic) or opportunistic (rent seeking) in nature . They further state 
that the nature of these remittances will greatly influence their economic 
impact i.e., remittances that are predominantly opportunistic transfers 
are sent to take advantage of relatively favourable economic conditions in 
the home country and are like capital flows (they increase when economic 
conditions are favourable and vice versa). On the other hand, remittances 
that are primarily compensatory do not vary with economic conditions 
and if they do, they tend to be countercyclical (they increase during tough 
economic times). In general (global perspective), compensatory transfers 
are reported to be more predominant than opportunistic ones (Chami, 
Fullenkamp and Jahjah (2005)

9That is, are remittances primarily sent to compensate their recipients for unfa-
vourable economic conditions such as poor endowments or temporary income 
shortfalls, or are they sent primarily to take advantage of high returns or other 
favourable economic conditions? 

Global perspective. 
Some Social Factors motivating 
remittance and usage:
Altruism (“Concern for the wellbeing of others”): In a study to find the 
various social and economic drivers of remittances, Oloo (2017) tried 
to show what motivates Kenyans to send money back home. Some 
of the factors he found that influence remittances include a sense 
of commitment to family, where people are willing to support their 
families if they can whether the money is spent on consumption or 
investments. 

Community: is a strong motivating factor for Kenyans in the diaspora 
who pool together to form diaspora SACCOs where they are able 
to pool money and channel them to investment opportunities that 
they are aware of, examples of such SACCOs include the Kenya USA 
Diaspora Sacco, Stoke UK Diaspora Sacco,  Kenya UAE Diaspora 
SACCO, among others.

Market sophistication: They also found that market sophistication and 
institutional quality is the key factor to be considered if remittance 
inflows into Sub-Saharan Africa through formal channels are to be 
maximized.  This corroborates earlier findings by Haacker et al. (2009) 
and Gupta et al. (2007). Thus, countries with well-developed financial 
services industries and quality institutions stand a better chance of 
attracting more remittance inflows through formal channels and 
thereon the opportunity to channel them into more productive uses.

Exchange: They also highlighted exchange as a motivation for 
remittance transfers. The main idea behind exchange is that migrants 
send money with the expectation of receiving something in return, 
whether it is land they are buying or taking care of their family. 
From the former they receive the land and from the latter a sense of 
achievement from helping their family. 
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Sub-Saharan Africa perspective

• In an analysis of the Sub-Saharan Africa (SSA) region, Kemegue 
& Sekyere (2011) found evidence of altruistic and rent seeking 
motives but rent seeking transfers seemed to override 
altruistic transfers. They also found that market sophistication 
and institutional quality is the key factor to be considered if 
remittance inflows into SSA through formal channels are to 
be maximized.  This corroborates earlier findings by Lee et al. 
(2009) and Gupta et al. (2007) and provides more evidence that 
countries with well-developed financial services industries and 
quality institutions stand a better chance of attracting more 
remittance inflows through formal channels and thereon the 
opportunity to channel them into more productive uses.

• According to the online survey, remittances and investment 
decisions seem to be largely informed by the level of cultural 
and relational connection back home. While more than three-
quarters of respondents (78%) said that they sent money 
back home, a significant portion of the remittances (72%) 
were made by 1st generation immigrants. There is a big gap 
between the level of connection between the 1st and the 2nd, 
3rd and 4th generation remitters going by the frequency of 
their remittances.

• Key informant discussions with experts who had experience 
living as diaspora before returning to Africa suggested that 
diaspora who had relatives back home were more likely to 
send money or invest than those without. Also, first generation 
diaspora were more likely to send money and invest than 
younger generation.

• The frequency of remittances was higher among Kenyan 
Diaspora and African Muslim Diaspora respondents compared 
to the irregular transfers reported by Other African diaspora. 
However, 15% of total respondents did not send any support 
in the last year.

Connection to Kenya and 
frequency of remittances

Frequently Irregularly Rarely Never Total

First generation immigrant 40% 22% 7% 3% 72%
Second generation immigrant 9% 6% 7% 3% 24%
Third generation immigrant 0% 0% 0% 1% 2%
Fourth generation immigrant 0% 0% 0% 1% 2%
Total 50% 28% 15% 8% 100%

Remittances by respondent 
sub-group

Frequently Irregularly Rarely Never Total

Kenya Diaspora 20% 4% 1% 2% 28%
Other African Diaspora 8% 12% 6% 7% 32%
African Muslim Diaspora 22% 12% 0% 5% 40%
Total 50% 28% 8% 15% 100%

*Frequently- respondents who send money regularly, once  month or more

*Irregularly- respondents who send money a few times in the year

*Rarely- respondents who send money once a year if at all

*Never-respondents who never make any remittances

Survey: Do you regularly send money home?

yes
78%

No
22%
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• The most common reason for remittance of funds is to provide financial 
support to family and friends, with nearly half (49%) of respondents saying 
they send money on a yearly basis. Most of the remittances go to basic 
necessities such as purchasing food, and paying for housing, education, 
and healthcare.

• Close to 1 out of 5 respondents (17%), sent funds as financial donations 
to charities or religious groups, with 15% investing in their businesses, 
property, or real estate back home. About 12% made various investments 
with the goal of creating sustainable income for their families back home.

• According to Ponsot et.al. (2017), less than 25% of remittances are sent 
for opportunistic savings or investment opportunities in the home 
country with an estimated 75% going towards immediate needs. This 
seems to be corroborated by the results of survey with close to 70% of 
the funds going towards immediate needs. The other 30% is reported 
as being investment related i.e., investment in own business, property, 
or real estate (15%); investment to create sustainable income for family 
members (12%) from either property or business and lasty, investment in 
local enterprises (3%), which are not necessarily linked to family members.

• What is interesting to note from the survey the portion of income earned 
by the diaspora that is sent as remittances. Of the those surveyed, 52% 
indicated that they sent less than 5% of their total annual income back 
to their home countries, with those who sent between 6%-10% of their 
income as remittances being the second largest group at 26%.

PURPOSE OF REMITTANCE
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OVERVIEW OF THE MAIN 
CHANNELS USED FOR 
REMITTANCES

54%
of  Kenyan diaspora 
mainly preferred 
mobile money service 
providers

48%
of Muslim 
respondents prefer 
hawala

44%
of Other African 
respondents largely 
use money transfer 
companies

3
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• The preferred remittance service provider differed widely among the three sub-groups. 

• The Kenyan diaspora mainly preferred mobile money service providers (54%), followed 
by money transfer companies (21%), and then commercial banks (20%) with only about 
1% using hawalas.

• The Other African respondents largely use money transfer companies (44%), then mobile 
money service providers (15%) and finally commercial banks (13%). Many of them used 
informal channels (10%) compared to other sub-groups.

• The Muslim respondents prefer hawalas (48%), then mobile money service providers 
(27%), money transfer companies (10%). More preferred conventional commercial banks 
(6%) to Islamic commercial banks (5%), while 5% used informal channels.

• From the desk research, it was observed that diaspora members preferred to send 
money via mobile transfer (such as M-Pesa) as it was more convenient than using 
traditional banking methods.

• This was also echoed by some key informants, who highlighted during the interviews 
that the choice of the channel of remittance by the remitter was to a larger extent 
informed by how convenient it was to the recipient. In addition, as cash is the most 
ubiquitous means of payment, channels which could most easily convert payments into 
cash are more acceptable for recipients hence preferred by remitters.

Preferred remittance services used by the diaspora.

Mobile Money Service Provider(such as M.T.N, M-Pesa, WorldRemit, etc)
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POTENTIAL FOR DIASPORA-LED 
INVESTMENTS AND HOW THEY 
CAN BE STRUCTURED

52%
of the diaspora members 
interviewed had basic 
knowledge on investments

56%
who had never invested 
in Africa in the past were 
interested to start

55% 40% 39%
Muslim diaspora, Other African diaspora Kenyan diaspora

% of diaspora extremely interested in investing 

4
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• The level of knowledge about investments has a direct impact on present 
investment decisions. Slightly more than half (52%) of the diaspora members 
interviewed had basic knowledge on investments and had made some form of 
investments in the past; while a further 30% had very little knowledge and were 
not investing.

• There is, however, a high appetite for investment opportunities in Africa from the 
diaspora. Nearly 3 out of 5 (56%) who had never invested in Africa in the past were 
interested to start and receive more information about investing. Only 14% of the 
diaspora interviewed had no interest to invest in Africa, while 30% were currently 
investing.

• Out of those who said that they would be interested in starting and receiving 
information about future investment opportunities, 46% were extremely 
interested, 23% very interested, and 25% had moderate interest. 

• When disaggregated by sub-group, the Muslim respondents showed the highest 
level of interest. 55% of the Muslim diaspora, 40% of the Other African diaspora 
and 39% of Kenyan diaspora respondents indicated that they were extremely 
interested.

• Out of those who are already investing, the Kenyan diaspora had the highest 
exposure to investments at 42%, (whether private, business, stock markets, etc.). 
On the other hand, 31% of the Muslim diaspora and 18% of the Other African 
diaspora reported as having exposure. 

Knowledge and appetite for investments in Africa.

30%

52%

17%

1%

Survey: Knowledge and interest for investing

Expert or 
career investor

Advanced 
knowledge and  
actively  investing

Little knowledge 
and not investing

Basic knowledge 
and few 
investments

0%
6%

25% 23%

46%

1-Not at all
interested

2-Slightly
interested

3-Moderately
interested

4-Very 
interested

5-Extremely
interested

Level of interest Kenya African Muslim Total
1. Not at all interested 0% 0% 0% 0%
2. Slightly interested 10% 5% 6% 6%

3. Moderately interested 39% 23% 18% 25%
4. Very interested 13% 33% 22% 23%
5. Extremely interested 39% 40% 55% 46%
Grand Total 31 43 51 125

Investment Appetite Kenya African Muslim Total
Interested to start and 
get more information

42% 63% 61% 56%

Not interested in invest-
ing

15% 19% 8% 14%

Already investing 42% 18% 31% 30%
Grand Total 59 68 84 211

Knowledge/interest level Total
Little knowledge and not investing 30%
Basic knowledge and few invest-
ments

52%

Advanced knowledge and actively 
investing

18%

Expert or career investor 1%
Grand Total 211
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The nature of investment activity by the diaspora

Five key investments opportunities were evaluated including:

• Investment in own/or partner business.

• Investment in family member-owned business.

• Investment in non-family-owned local business.

• Investment in the stock market.

• Investments in private equity or venture capital related instruments.

• Most diaspora investments are nearly evenly split between 
investing in their own businesses (31%), in their relative’s 
businesses (28%), and investments in the money markets (29%).

a. Of the surveyed sub-groups, Kenyan diaspora sent 31% of their 
investment funds for use in their own businesses, 23% to a family 
member-owned business, with 36% going to the stocks and private 
equity related instruments.

b. Non-Kenya African diaspora mostly invested 35% of their investment 
funds in their own businesses, 23% in a family member-owned busi-
ness and with 28% going into money market instruments.

c. Muslim respondents sent 33% of their investment funds to their own 
businesses, 35% to family member-owned businesses, while 23% 
went to money market instruments.

• Very few investments were directed at local non-family-owned 
businesses, with only 12% of the diaspora surveyed indicating 
that they invested in other local businesses apart from their own 
businesses or family member’s businesses. 10% of Kenyan diaspora, 
14% of non-Kenya African diaspora, and 9% of Muslim diaspora 
invested in other businesses. It is possible that this is linked to lack of 
access to credible information on available opportunities of MSMEs 
that they could invest in.

Muslim Annually Quarterly Monthly Irregularly Total by 
Asset

Own business 30% 46% 33% 24% 33%

Family member’s business 40% 38% 44% 16% 35%

Other local business 10% 0% 0% 24% 9%

Money Market instruments 20% 15% 22% 36% 23%

Total by frequency 15% 20% 27% 38% 100%

African Annually Quarterly Monthly Irregularly Total by 
Asset

Own business 25% 40% 60% 14% 35%

Family member’s business 13% 40% 40% 21% 28%

Other local business 25% 10% 0% 21% 14%

Money Market instruments 38% 10% 0% 43% 23%

Total by frequency 22% 27% 14% 38% 100%

Kenyan Annually Quarterly Monthly Irregularly Total by 
Asset

Own business 25% 42% 29% 27% 31%

Family member’s business 13% 17% 36% 27% 23%

Other local business 13% 8% 7% 14% 10%

Money Market instruments 50% 33% 29% 32% 36%

Total by frequency 14% 21% 25% 39% 100%

31%

28%

12%

29%

own business

Family member’s 
business

Other local 
business

Money market
instruments

Survey: Investments By  Assets Class

16%

22%

23%

39%
Irregularly

Annually

Quarterly

Monthly

Survey: Investments by Frequency
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• Investments were mostly made irregularly with nearly 2 out of 5 
respondents (39%) saying that their investments and investment 
remittances were infrequent.

• Most of the private diaspora investments went to real estate/
construction sector with nearly 1 out of 3 out of the diaspora members 
surveyed (29%) indicating as having invested in the sector. This was 
followed by the agriculture/agribusiness sector with about 1 out of 10 
reporting as having invested in the sector.

• The next significant sectors invested per the 3 sub-groups were:

a. Kenyan: Financial Services and Entertainment/Arts.

b. Other African: Financial Services, Healthcare, Transport and Logistics.

c. Muslim: Education and ICT

• The sectors with least investments per the 3 sub-groups included the:

a. Kenyan: ICT, Manufacturing, Healthcare, RE/Green businesses

b. Other African: Professional Services, Manufacturing, FMCG, Entertainment

c. Muslim: Finance, Entertainment, Hospitality, Transport/Logistics

• Diaspora are likely to send larger sums of over USD 5,000 on average (46%) for 
business related investments, although a significant minority (21%) will send 
between USD 1,000 and 2,000 annually. All diaspora sub-groups interviewed 
presented 2 primary groups, one group investing upwards of USD 4,000 on the 
higher side, and the other between USD 1,000 – USD 2,000 on the lower side.

29%

12%

9%

8%

7%

6%

5%

5%

5%

5%

5%

5%

3%

Real Estate and Construction

Agriculture and Agribusiness
Education

Financial Services

FMCG and Retail

Professional Services

Renewable Energy and Green Businesses

ICT

Hospitality

Healthcare

Transport and logistics

Entertainment and Arts

Manufacturing

Sectors invested in the past

21%

2%

12%

13%

46%

6%N/A

Above $5000

$4001-$5000

$3001-$4000

$2001-$3000

$1000-$2000

Average amounts sent for investments

Amounts sent for 
investments

Kenya Africa Islamic Total

$1000-$2000 19% 30% 19% 21%

$2001-$3000 5% 0% 0% 2%

$3001-$4000 14% 10% 10% 12%

$4001-$5000 14% 40% 0% 13%

Above $5000 38% 20% 67% 46%

N/A 10% 0% 5% 6%

Sectors invested in the past Kenya Africa Islamic Total
Real Estate and Construction 24% 26% 36% 29%
Agriculture and Agribusiness 14% 13% 9% 12%
Education 8% 10% 9% 9%
Financial Services 10% 13% 0% 8%
FMCG and Retail 8% 3% 9% 7%
Professional Services 8% 0% 9% 6%
Healthcare 2% 8% 7% 5%
Hospitality 8% 5% 2% 5%
ICT 0% 8% 9% 5%
Renewable Energy and Green Businesses 4% 5% 7% 5%
Entertainment and Arts 10% 3% 0% 5%
Transport and Logistics 4% 8% 2% 5%
Manufacturing 2% 3% 5% 3%
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• The majority the Kenyan (38%) and Muslim (67%) diaspora mostly 
sent upwards of USD 5,000 annually. The non-Kenya African 
respondents on the other hand (40%) mostly sent between USD 
4,001 – USD 5,000. On the lower spectrum (30%) of Other African 
diaspora remitted USD 1,000 – USD 2,000, compared to (19%) 
Kenyan, and (19%) Muslim.

• Most investments either paid for new venture start-up costs 
28%, acquisition of capital items 27% (such as land, plant, and 
equipment), or payment for operational expenses 25% (such as 
rent, salaries and general expenses). This trend was similar for 
both the Other African and Muslim diaspora. 

• Income from salary is the primary source of investment funds 
for most diaspora at 57%. Next to salary, many diasporas 
source funds from their businesses 32%. Funding from financial 
institutions and from family members accounted for less than 7% 
of the diaspora’s investment funding. 

• Out of the diaspora who sought funding from financial 
institutions, interest charged on those loans mostly ranged 
between 1% - 4 on the USD, indicating the ability to access 
funds at lower interest rates. For the Muslim diaspora, it 
can be assumed that such loan facilities were requested from 
conventional financial institutions as Islamic banks would not 
charge interest on the facilities. 

• Most diaspora expect to earn returns from their investments, 
equivalent to or higher than existing market rates. About 2 out 
of 5 diaspora (38%) expect to earn returns above market rate 
with 30% being comfortable with existing market rates. Other 
African diaspora appear to be more cautious about the return on 
investment.

4%

16%

25%

27%

28%Startup Capital

Investment in Capital Items

Payment for Operational Expenses

Financial Investments

Debt Repayment

5%

7%

32%

57%Income from salary

Income from business

Loan from bank or other
financial institution

Loan or pooled funds from
family and friends

17-20%

13-16%

9-12%

5-8%

1-4%

8%

38%

13%

19%

30%
Market Rate

Above Market

None

Fair Rate

Expected rate of return

For Business Investment And Remittances

Sources of investment funds

Average Bank Loan Rate
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OBSTACLES TO THE 
GROWTH OF DIASPORA-LED 
INVESTMENTS

5
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• The greatest concern by most of the diaspora members 
surveyed was that they feared being too far away to 
manage their investments back home and did not know 
or trust any organization that could advise or manage 
investments on their behalf.

a. Two out of five (40%) of the non-Kenya African surveyed 
were mostly concerned about the security of their invest-
ments and identified the unavailability of investment prod-
ucts or other guarantee mechanisms as their highest fear 
to investing in Kenya.

• Other key issues highlighted by the key informant 
interviews included:

b. Difficulty in finding professional investment management 
firms.

c. Diversion of funds sent to recipients to other uses.

d. Over-reliance on family who may fail you.

e. Limited mechanisms to ensure transparency or foster trust.

f. Communication between the diaspora and those investing 
on their behalf.

g. Value for money with the diaspora fearing that they are not 
getting the expected return for their investment.

Common Fears and Concerns

Common Fears and Concerns Kenya African Muslim Total
I am too far away to manage the 
investment

I don’t know or trust any organization 
to advise or manage investments on my 
behalf

36%

23%

35%

20%

31%

26%

34%

24%

There are few guarantee mechanisms 
to secure my investment

19% 40% 13% 21%

There are only few investment opportu-
nities with good financial return

19% 5% 23% 18%

None, I have no concerns 2% 0% 8% 4%
By country analysis 44% 19% 37% 100%

Common General Fears

I am too far away to manage the investment

 I don’t know or trust any organization to 
advise or manage investments on my behalf

There are few guarantee mechanisms to 
secure my investment

There are only few investment opportunities with 
good financial return

None, I have no concerns

34%

24%

21%

18%

4%

The greatest concern by most of the diaspora members surveyed was 
they feared being too far away to manage their investments back 

home and did not know or trust any organization that could advise or 

mostly 
the 

unavailability of investment products or other guarantee mechanisms as 

highlighted by the key informant interviews 

firms. 

between the diaspora and those investing on 

with the diaspora fearing that they are not 
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Obstacles to the growth of diaspora-led investments:  The investor journey

An 8-step process was used to evaluate challenges experienced by 
the diaspora investors during their investment journey as detailed 
below:

• Gathering the right information about investment opportunities.

• Evaluating the attractiveness of the different investment 
options.

• Negotiating the terms of investment after making a choice.

• Execution of legal documentation for the selected investments.

• Identifying the best option for transferring of funds for the 
investment.

• Monitoring the performance of the investment.

• Addressing risks and settling disputes.

• Exiting from the investment (including and receiving the funds 
back).

• Gathering the right information about various investment 
opportunities is the biggest challenge experienced by most 
(23%) diaspora investors during the investment process. Next 
to that is challenges in (a) executing legal documents for their 
investments (15%), (b) the ability to monitor the performance 
of investments (14%), (c) acceptable mechanisms for 
addressing risks and settling disputes with their investees 
(14%) with the ability to exit their investments coming last at 6%. 

• However, the Other African diaspora found issues with 
the mechanisms for addressing risks and settling disputes 
to be just as challenging as gathering the right investment 
information.  On the other hand, the Muslim diaspora 
highlighted difficulty with evaluating the attractiveness of 
different opportunities as their second most challenging issue.

01) Gathering the right information about various
investment opportunities

02 Evaluating the attractiveness of the different
investment options

03) Negotiating the terms of investment after
making a choice

04) Execution of legal documents for the selected
investments

05) Identifying the best option for transferring of
funds for the investment

06) Monitoring the performance of the investment

07) Addressing risks and settling disputes

08) Exiting from the investment(including and 
receiving the funds back)

Challenges in the investment journey

23%

14%

10%

15%

3%

14%

14%

6%
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A deep dive into key 
challenges faced by 
the diaspora in their 
investment journeys

1.  Gathering of information about various investment opportunities.

• Most of the diaspora surveyed relied on family and friends for information on available investment 
opportunities, with websites and social media being the second most commonly used source of 
investment information.

• The Kenyan diaspora went to saving and credit cooperatives (SACCOs) and financial institutions as a third 
most reliable source. Other African diaspora relied on their diaspora associations as their third option, 
while the Muslim diaspora surveyed used traditional advertisements and promotions as their third most 
reliable option.

• When accessing the investment information, all respondent groups identified the credibility and 
trustworthiness of information regarding the investment opportunity as having the most significant 
impact (31%) on their investment decision. Coming close to this was the credibility of the source of 
the information at 25% indicating the need for dealing with a credible organization when it comes to 
investment information. The cost of acquiring the information and the complexity of the said information 
were of least importance to them.

1%

6%

7%

8%

12%

30%

36%

Government agencies

Adveetisements and promotions

Trade fairs and exhibitions

Saccos and financial institutions

Diaspora associations

Websites and social media

Family and friends

Investment sources of information

5%

7%

25%

31%Credibility of the Information

Credibility of the source of 
information

Cost of acquiring information

Complexity of information

Challenges with the investment information
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2.  Evaluating the attractiveness of the different 
investment options.

• Most diaspora, at 58% of those surveyed, reported as preferring to make 
their own independent assessment of available investment opportunities, 
with another 28% indicating as relying on friends and family for the same. 
Few respondents relied on trusted financial institutions (11%), and even 
fewer trusted religious leaders (3%). 

• In general, investment management and fund managers were most 
preferred and thought to be most trustworthy to manage investments. 
Outside of these professional investment management firms, there appears 
to be no highly preferred institution that is trusted by the diaspora to 
support or advise their investment decisions, with the majority scoring 
between 7% and 12%. 

• However, among the surveyed sub-groups, there was indication of varied 
preferences. The Kenyan diaspora preferred investment management firms 
(29%), then commercial banks (19%) with private equity/venture capital firms 
(17%) and SACCOs (14%) as their third and fourth options respectively.

• The Other African diaspora mostly preferred private equity firms (20%), 
management consulting and firms both coming second at 17% with fintech 
and commercial banks both coming third at 13%.

• The Muslim diaspora mostly preferred Islamic banks (32%), investment 
management firms (17%) and private equity firms (15%). 
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A deep dive into key challenges faced by the diaspora in their investment journeys 
 

1. Gathering of information about various investment opportunities. 
 

• Most of the diaspora surveyed relied on family and friends for 
information on available investment opportunities, with websites 
and social media being the second most commonly used source 
of investment information. 

 
• The Kenyan diaspora went to saving and credit cooperatives (SACCOs) 

and financial institutions as a third most reliable source. Other African 
diaspora relied on their diaspora associations as their third option, while 
the Muslim diaspora surveyed used traditional advertisements and 
promotions as their third most reliable option. 

 
• When accessing the investment information, all respondent groups 

identified the credibility and trustworthiness of information 
regarding the investment opportunity as having the most significant 
impact (31%) on their investment decision. Coming close to this was 
the credibility of the source of the information at 25% indicating the need 
for dealing with a credible organization when it comes to investment 
information. The cost of acquiring the information and the complexity of 
the said information were of least importance to them. 

 
2. Evaluating the attractiveness of the different investment options. 

 
• Most diaspora, at 58% of those surveyed, reported as preferring to 

make their own independent assessment of available investment 
opportunities, with another 28% indicating as relying on friends and 
family for the same. Few respondents relied on trusted financial 
institutions (11%), and even fewer trusted religious leaders (3%).

28%

11%

3%

58%
Own assessment

Rely on 
family/friends

Rely on trusted
financial
institutions

Rely on religious
leaders

Preference for investment assessment

Crowdfunding
or other online

investment
platform

Financial 
technology
companies
(FinTech)

Saccos Management
consulting

firms

Lawfirms Commercial
banks

Muslim banks Private
equity/VC firms

Investment
management

firms

Preferred institutions for investment advise

19%

17%

12%
11%

9%8%8%7%

4%
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4.  Execution of legal documentation for the 
selected investments: 

• While most diaspora surveyed wanted to personally review 
and sign all the necessary investment contracts as a pre-
requisite for their investment (Kenyan-72%, Other African-92%, 
and Muslim-81%), about 3 out of 5 (63%) of them criticized 
the complexity of the wordings contained in most investment 
documentation which they found to be too difficult to understand. 

3.  Negotiating terms of investment.

• Majority of diaspora preferred to personally negotiate (63%) the terms of 
investment rather than use intermediaries such as lawyers or investment 
consultants with Kenyans reporting the highest preference for this at 79% 
followed by Other Africans at 67%.  

• The Muslim diaspora however preferred to use an intermediary in the negotiation 
process, and this could potentially be associated with the use of intermediaries 
who profess the same faith, although this needs further investigation.

• The diaspora members surveyed cited a number of major challenges that they 
faced when negotiating investment contracts, including:

* Many encountered investment professionals who were self-seeking and 
untrustworthy.

* Poor communication of investment terms and other expectations. 

* High legal fees charged by the intermediaries. 

* The Muslim diaspora also indicated that different parties involved in the 
negotiation process lack understanding of Shariah laws. 

63%

37%

Usually use an 
intermediary

Prefer to
personally
negotiate

Negotiating investment contracts

21%

79%

No 
preference

Preference to review investment contract

Prefer to 
review

37%

63%
Too hard to
understand

Can 
Understand

Complexity of investment documents
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5.  Preferred options for transfer of investment funds.

• Banks (both commercial and Islamic banks) were overall the most preferred 
channel of remitting investment funds. However, the preferences per the 3 sub-
groups surveyed varied widely.

• Most Kenyan diaspora preferred using mobile money service providers (44%), 
followed by commercial banks (39%). Only about 1 out of 5 Kenyan diaspora 
preferred money transfer companies (24%). 

• Most Other African diaspora on the other hand preferred commercial banks (41%), 
then mobile money service providers (27%). Few preferred either conventional 
money transfer companies (18%), or hawalas (9%). 

• The Muslim respondents mostly used hawala money transfer companies (55%) and 
Islamic banks (25%). Few reported the use of mobile money service providers (10%) 
or conventional money transfer companies (10%).

• When choosing the method of funds transfer, the four most important factors 
indicated by all three sub-groups included, 

1. Speed of remittance.

2. Total cost including hidden fees. 

3. Security of funds, and. 

4. Ease of access by the recipients. 

Commercial Banks
(Conventional and Islamic)

Mobile Money Service Providers

Hawala Money Transfer 
Companies

Mobile Transfer Companies

Online Payment Gateway
Providers

Preferred investment payment channel

34%

27%

23%

14%

2%

39% 41%

25%

44%

27%

10%
5%

55%

17%
18%

10%

0%

9%

0%0%

Preferred investment remittance service provider (by sub-group

Money Transfer 
Companies

Online Payment 
Gateway
Providers

Hawala Money 
Transfer

Companies

Mobile Money 
Service

Providers

Commercial Banks
(Conventional and 

Islamic)

Kenya African Muslim

Speed of remittance Total cost including
hidden fees

Transparency on 
fees, terms and 

conditions

Security of funds Ease of access by
recipient

Religious/values
alignment

Mode of transaction
(e.g, cash, card, 

bank transfer, etc)

23%
23%

21%

17%
20%

18%
14%

14%

10%

17%

14%

18%
20% 20%

17%

0%

2%

8% 9%
7%

9%

Kenya African Muslim

Factors when choosing investment remittance method

34%

29%

37%
Kenya

African

Muslim

Have methods of verifying

40%

60%

No way of
verifying

Have
methods of 
verifying

Verifying use of funds
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8.  Exiting current 
investments. 

• The most common challenges 
indicated by the diaspora surveyed 
when exiting the investment 
included:

* Delays in processing 
earning upon maturity, 

* Non-responsiveness and/or 
poor communication

* Foreign exchange losses.

7.  Addressing risks and settling dis-
putes. 

• Some of the most common challenges 
identified by the diaspora surveyed when 
addressing risks or settling disputes that arose 
after their funds were poorly invested included 
the following: 

* The lack of clear enforcement 
mechanisms with limited or no legal 
recourse.

* Limited or no contact information 
for persons who should support with 
resolution of disputes.

* Poor communication and empathy by 
relevant authorities and investees in 
addressing investor issues.

* Bureaucracy and slow resolution of 
issues.

* Incompetent investment managers.

6.  Mechanisms used to monitor the 
performance of investments by the 
diaspora. 

• Many of the diaspora surveyed had developed 
their own mechanisms of verifying whether 
the money that they had sent was being used 
for its intended purposes (Kenyan-60%, Other 
African-50%, Muslim-65%). The most common 
methods used included the following: 

* Installing accounting software and 
enforcing use of such software.

* Requiring transaction records e.g., 
deposit slips and receipts to be sent to 
them on a regular basis.

* Using family members to check on their 
investments.

* Using third party professionals such as 
auditors.

* Limiting payment transfers based on 
milestones (including performance 
based) and requiring photo evidence to 
show progress.

* Self-visits when they are in-country.
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POTENTIAL FOR INVESTMENTS 
THROUGH ONLINE INVESTMENT 
PLATFORMS

indicated having little 
knowledge of any crowd 
funding platform or other 
online investment platform.

84%
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• Level of prior knowledge on online investment platforms. 

Most of the diaspora (84%), indicated having little knowledge of any crowd 
funding platform or other online investment platform. The Other African 
respondents however seemed to be the most conversant with such platforms.

• Commonly known platforms. 

Some of the crowdfunding and investment platforms the Kenyan, Other African 
and Islamic diaspora have interacted with include Funded by Me, Kickstarter, 
Republic, COMMSEC and Go Fund Me.

Other platforms identified whose development was being supported 
by development partners programs such as IFAD’s Financing Facility for 
Remittances (FFR) program and UNDP SDG Financing platform include Altinlab, 
Trine, Green Crowds Equador, Live Lebanon, Wajenzi, Symplifi, Seedrs, and 
Republic.

• Motivation for using online platforms.

The Kenyan diaspora indicated that they would be motivated to use online 
platforms mostly because lower amounts of investment could be possible 
through such platforms. This was followed by the level of access to information 
made possible by the platform, and finally type of investment options available. 
The Other African diaspora were mostly motivated by access to lower amounts 
of investment and the level of access to information, while the Muslim diaspora 
did not indicate a preferred reason for their motivation.

• Experience and challenges using online platforms. 

Since most of the respondents indicated not having currently used any 
crowdfunding or other online investment platforms, very few challenges were 
highlighted. However, some of the key challenges highlighted by the few who 
had experience using such platforms included: 

* Lack of clear information or guidance on how to select available 
investment opportunities.

* Limited information regarding mechanisms on how to secure the 
investment.

* Limited or no information on the potential investment earnings at 
the end of the investment period.

* Lack of adequate information on the investment projects 
or investees, e.g., the purpose, management of the funds, 
sustainability of operations, impact of funding, and growth 
projections.

34%

27%

20%

14%

5%Purely �nancial returns

Charity religious obligation

Socio-economic contribution -I am 
able to support livelihoods back

Community - sense of community or
connection back home.

Transparency of being able to follow
the money, receive updates and...

Motivation For Online Crowdfunding Investment

46



IMPACT OF COUNTRY 
REGULATIONS ON REMITTANCES 
AND INVESTMENTS
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Regulations on investment-related 
products.
• All investment-related products in Kenya fall under the purview of the 

Capital Markets Authority, which among other functions, licenses and 
supervises market intermediaries, and enforces compliance to promote 
market integrity and enhance investor confidence.

• Whereas the mandate, functions, and regulations  of the CMA as set out by 
the Capital Markets Act are wide, the most important regulations related 
to diaspora investments identified in the key informant interviews were 
regulations relating to: 

* The protection of investor interests, and 

* Customer due diligence in relation to anti-money laundering 
requirements.

• It was emphasized in the key informant discussions, that to ensure success, 
it was critical to address the regulatory requirements of both the host 
country, where the diaspora are based, and investment country, where the 
investment is being made, if a foreign jurisdiction is being considered to 

house the investment vehicle. It may well be possible, and not surprising, 
that more regulatory hurdles would be experienced at the host country 
more than in the investment countries. It is critical that adequate research 
be conducted particularly regarding tax obligations and resolution of 
disputes in relation to contracts in foreign jurisdictions. It was recommended 
that Pangea plugs into the CMA’s sandbox to help it better understand the 
regulatory and compliance framework during development and testing of its 
investment platform.

Remittance and payments.
• All remittance and payments fall under the purview of the Central Bank of 

Kenya, which is responsible for the licensing and supervision of all payment 
and remittance intermediaries including commercial banks, mortgage 
finance providers, money remittance providers, microfinance institutions, 
forex bureaus and credit reference bureaus.

• KYC, AML & CFT regulations safeguarding against money laundering, 
terrorism financing and proceeds from crime, have the most significant 
impact for intermediaries in terms of cost, monitoring and reporting of 
transactions. 

10See various regulations here: https://www.cma.or.ke/index.php?option=com_phocadownload&view=category&id=57&Itemid=194
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USD 299 MILLION
remittances In the month of 
December 2020 alone, a historic 
high

USD 3,094 MILLION
in 2020, 

USD 2,796 MILLION
in 2019
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TO

RISE IN REMITTANCES DURING 
COVID PERIOD

IMPACT OF COVID-19 ON DIASPORA 
REMITTANCES AND INVESTMENTS8
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• As the world continued to suffer the socioeconomic repercussions of the 
COVID-19 pandemic, the flow of global remittances to LMICs was projected 
to decline sharply by about 20% in 2020, with the actual drop estimated at 
US$ 110 billion . The steep decline is as a result of:

* Lockdowns, travel bans, and disruption to remittance services 
during the initial crisis months.

* Migrants’ household incomes were hit hard since many migrants 
work in jobs (e.g., services, hospitality, cleaning, construction) that 
could not be done remotely or heavily impacted by the crisis, offer 
limited or no employer-provided benefits, and are often excluded 
from government-based social protections.

* Limited awareness and adoption of digital channels, shutdown of 
remittance services in both send and receive countries coupled 
with mobility restrictions further exacerbated the challenges faced 
by migrants and their families.

• Despite these forecasts, the World Bank (2020) reported that Kenya was 
however the only country in the SSA where remittance inflows had a 
counter-cyclical flow to the COVID-19 disruptions. Remittances rose to a 
record high of USD3,094 million in 2020, from USD2,796 million in 2019, 
an increase of 10.7%. In the month of December 2020 alone, remittances 
reached a historical peak of USD299 million. 

• According to the CBK (2021a) remarkable growth of remittances has been 
supported by financial innovations that provided Kenyans in the diaspora 
more convenient channels for their transactions.

• From the key informant discussions, some of the other factors noted by key 
experts, and which may need further interrogation, included: 

1. Kenyan migrants who may have found additional job opportunities in 
frontline and essential services hence enabling them to make additional 
income.

2. A sense of worry for the welfare of their family back home, as migrants have 
been sending more money help their families navigate the tough economic 
times.

3. Less spending during the COVID-19 period due to lockdown measures and 
so more people were able to save more hence send more money back 
home.

4. Additional income from stimulus cheques, such as in the USA.

5. Given that most informal channels were not operational due to lock downs, 
more transactions were recorded through formal channels, and were now 
traceable and included in the record tally.

• Further findings from the diaspora survey suggested the following impacts 
of Covid-19 on remittances and investments

1. Most of the diaspora surveyed (76%) indicated that the level of financial 
demands from home had increased during the Covid-19 pandemic

2. And this is despite the fact that a majority (52%) of their incomes had 
reduced during the Covid-19 pandemic.

3. Nearly 3 out of 5 (56%) of the diaspora surveyed reported having increased 
the frequency and value of remittances back home. 

4. Many (58%) also reported that the cost of sending money back home 
increased during the pandemic.

5. Those who sought to access additional finance from financial institutions 
during the pandemic were equally impacted, with similar numbers either 
being able to, or unable to access financing.

6. 43% of the diaspora surveyed expressed confidence in the fact they would 
continue remitting and investing back home in the foreseeable future.  will 
continue to remit and invest back home in the immediate future, and that 
interest will not be affected by Covid-19

11Remittances in Crisis Report by Knomad and the World Bank: How to Keep Them Flowing Advancing the Development Case from the Lessons of the Pandemic
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THE STATE OF GLOBAL 
ISLAMIC FINANCE

USD2.52 
TRILLION
Islamic assets 2019
SGIR (2020/2021)

1.8 BILLION
Current Muslim population

USD 11.8 
BILLION
Islamic Investments 
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This section of the report was contributed to by Rahma Hersi and Fiona (Farha) Kiru-
bi, the Islamic Finance Consultants for the project)

The Islamic economy, which is based on the Islamic faith’s principles and values, 
offers a value-based proposition to people of all faiths and backgrounds that 
look to invest in principle-based products.

According to the SGIR (2020/2021), Islamic assets stood at USD2.88 trillion in 
2018, although this decreased marginally to USD2.52 trillion in 2019. While the 
2020 global COVID pandemic has impacted the Islamic Finance industry, like any 
other sector, the industry has shown steady growth over the years and relative 
stability compared to other industries. Further, as at the time of publishing of 
the SGIR, Islamic investments stood at USD 11.8 billion with Indonesia, Malay-
sia, UAE, Kuwait, and Egypt leading in this regard. Other notable countries that 
reported an increase in Islamic investments were Nigeria, Algeria, and Tunisia.

The key drivers for growth in Islamic 
investments.
• Oil revenues from the Islamic States. Wealth from the Muslim oil producing 

countries has had a positive impact and direct impact on the growth and 
development of the Islamic finance industry.

• Increasing propensity for ethically driven products. There has been a 
growing interest in ethically driven products which has led to a growing 
interest even among non-Muslims in Islamic Investments.

• The rise of enabling institutions. The establishment of standard setting 
institutions such as the Islamic Financial Services Board (IFSB), Accounting 
and Auditing of Islamic Financial Institutions (AAOIFI), Islamic Liquidity 

Management Corporation (IILM) to name a few allowed for further growth 
within the industry.

• Growth of the Muslim population. According to Pew Research statistics on 
the growth of world religions, research shows that the Muslim population 
is currently at 1.8 billion, with the same projected to reach about 3 billion 
by 2060, with a significant portion of this population made up of a younger 
demographic.

• Progressive regulatory reforms. With most countries working towards 
creating an enabling regulatory environment for Islamic finance as well as a 
level playing field with its conventional counterpart, we see this as a strong 
point in the growth of the industry. In the Kenyan example, we had the 
industry established with only an exemption in the Banking Act but have 
seen further policy developments to allow for growth and innovation within 
the industry.

• Increasing government support. This is true for both (a) Muslim majority 
countries such as Malaysia where the government support is clearly seen 
with the establishing of a Sharia academy, Islamic Sharia Research Academy 
(ISRA) to educate and bring up a generation of Islamic finance scholars with 
financial expertise and legal expertise at the Central Bank of Malaysia and 
(b) countries with Muslim minority such as the UK who made amendments 
to their financial regulations and removed the double Stamp Duty Act in the 
law to allow for a level playing field for the Islamic finance, real estate and 
property industries.
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Key distinguishing factors in Islamic finance.
• Asset-Backed. Transactions must be backed by assets and tied to a real economic activity.

• Prohibition of Interest. Payment/rreceipt of interest is prohibited and profits are encouraged.

• Restricted Investments. Investments or the tangible assets backing the investment instruments should not 
belong to prohibited industries, e.g., alcohol, the adult entertainment industry, gambling to name a few.

• Prohibition on gambling. Extreme uncertainty (Gharar ) and gambling are prohibited in transactions thus 
hedging and speculative products are not allowed in Islamic finance

• Risk & reward sharing. This is based on the principle of assuming shared risk to foster justice in transactions 

12Gharar literally means uncertainty, hazard, chance, or risk.
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First Community Bank was the first fully fledged Islamic bank established in Kenya in 2008 offering a basket of products for the Muslim community including but 
not limited to mortgage finance, trade finance, and education financing.

Takaful Insurance is the first and only Islamic insurance company established in Kenya and the only one in East Africa that offers Islamic Insurance in various 
areas. Amongst its most innovative products is a livestock insurance product for pastoralist communities in northern Kenya.

The list below represents some of the sectors and specific opportunities for Islamic investments:

• Financial services. This includes banking, capital markets, insurance, pension, and microfinance among others and 
could take a traditional or technology-enabled model.

• Halal food. The word Halal comes from the Arabic word meaning ethical, pure, and legally approved by Islamic 
principles. Muslims are careful about where their food is sourced and prepared, for example, when slaughtering 
animals, the process must be carried out in a kind and humane way. Additionally, Muslims stay away from prohibited 
food items such as pork and alcohol. The 2021 SGIR reported that the Muslim community spent USD1.17 trillion on 
halal food, an increase of 3.1% from 2018 representing an attractive opportunity in halal food. In Kenya, we have in 
seen a boom in Halal restaurants as more and more Muslims choose to be more conscious of their faith’s teachings. 
For instance, restaurants such as Hashmi Barbeque (Hashimis BBQ) is a pioneer when it comes to restaurants that do 
not serve alcohol and still attract a diverse segment of the community that includes both Muslims and people of other 
faiths. This proved that Halal as a concept is a viable business if you know what your market needs and has since then 
led to many other restaurants adopting the concept.

• Muslim friendly travel. According to SGIR (2020/21), the Muslim friendly travel industry grew from USD189 billion 
in 2018 to USD194 billion in 2019. This is a clear indication that the Muslim population’s spend on travel is growing 
rapidly not just globally but also in Kenya where there is evidence of an increase in domestic Muslim friendly travel. 

• Modest fashion. The SGIR report highlights that spending by Muslims on clothes and footwear was at USD277 
billion in 2018. We see an increase in attention and opportunities in modest clothing going by the fashion shows that 
are being held globally, including in Africa, such as the Rwanda Modesty Fashion Show, Nairobi’s Modesty Fashion 
Week, and Tanzania’s Stara Fashion Week. We have also seen famous models such as Halima Aden, the first American 
hijab/scarf wearing model, who have brought their faith-based principles to their careers in fashion and ended up 
being featured on top fashion magazines such as Vogue. This has attracted the attention of mainstream media and 
businesses and showcased the industry as a positive business that could be invested in.

The Islamic economy and the opportunities available.

Kenya:
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• Pharmaceuticals and cosmetics. In 2019, the collective worth of the pharmaceutical and cosmetics industry 
was estimated at about  USD 160  billion. These figures show that opportunity for growth still exists especially in 
these times where healthcare has increasingly become a priority in people’s lives. The Halal sector, according to the 
SGIR, has done well in nutraceuticals and vitamins with growing sales in 2020 due to the pandemic which has led 
to health care becoming a priority for many people. The same cannot be said for the Halal vaccine industry being 
successful in finding the COVID-19 vaccine that are halal. Here, the reason for the certification would be to ensure 
that the final product is free from ingredients containing porcine gelatine and/or human foetuses which would 
be fully supported by the Muslim population. There is therefore a massive opportunity here to come up with a 
product that combines elements of doing social good as well as having commercial benefits.

• Media and recreation. The Muslim population’s spend on media and recreation was reported as being about 
USD222 billion in 2019. As with other sectors, there was a digital shift in 2020 due to the pandemic, with most 
physically held event moving to virtual spaces. For instance, during the Holy Month of Ramadan, which fell at the 
start of the lock down period, the demand for online content grew significantly amongst the Muslim population. 
This increase also attracted mainstream media outlets such as CNN, Facebook, and streaming platforms such 
as Netflix that built partnerships with Arabic digital platforms and acquired local content to attract a diverse 
viewership. The industry is seen to bounce back after the pandemic to reach a high of USD270 billion by 2024 
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RECOMMENDED AREAS OF 
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1.  Market opportunity and potential for adoption for tech-enabled 
investment platforms:

* Many of the expert key informants interviewed who had experience living as diaspora strongly suggested 
that most diaspora were not only widely exposed to various technology enabled services in their resident 
countries, but were also accustomed to using them. This high affinity for technology services may enhance 
the adoption of the proposed platform, even though many of the surveyed diaspora either had little 
knowledge of, or experience using online investment platforms.

* Of great importance to the diaspora, beyond creating awareness on the online investment platform, is the 
need to clearly define the opportunity available for them to generate healthy interest.

* Ease of use and the ability to seamlessly navigate any technology enabled investment platform is an 
important driver to adoption and retention. Integrating digital literacy is therefore important for uptake and 
retention as it boosts user confidence.

2.  Trust is core to building confidence in the brand:
* Credibility and reliability of an institution is of utmost important to the diaspora community, and this is 

largely driven by the many bad experiences that a good number of them have gone through including 
losing their hard-earned income.

* The diaspora community want to know that the investment opportunities presented to them are true and 
realistic, that their money will be safe, put to good use and generate an acceptable return.

* Trust can be cultivated through a culture of professionalism, excellent service delivery and a competent 
team managing the investments. Partnering with reputable institutions can also foster a culture of trust e.g., 
third party verification of investment opportunities from a reputable partner is likely to be more acceptable 
by diaspora customers.

3.  Demand for investment products and solutions in general: 
* Real estate investment among the diaspora has been a popular mainly because it enables the diaspora to 

own a physical asset but also for the mere fact that real estate companies have been very aggressive at 
marketing their products.

* The diaspora community is open to diversifying their portfolio of investments including investing in MSMEs 
if provided with accurate, timely and useful information for decision making. 

* It is therefore important to consider providing a wide portfolio of investment products/options beyond 
conventional sectors.
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4.  Opportunity for Islamic principles- aligned investments:
* Investments aligned with Islamic principles will have to consider the specific requirements that 

would enhance trust such as a Shariah board and competent investment management teams or 
partners that understand Islamic finance etc. It will be important to understand the different social 
cultural aspects of the various ethnic Muslim groups e.g., the Somalis, and how the same impact their 
investment decisions. 

* It is important to understand the sectors that are specifically attractive for investments by the Islamic 
community to be able to develop effective product education and marketing programs.

* There may be need to structure products that encompass philanthropic outcomes in addition to 
commercial ones in line with Islamic principles. 

* It is also important to develop and invest in building partnerships, developing awareness and 
outreach programs for the Islamic community and non-Muslims interested in Islamic instruments, 
as well as all the relevant stakeholders, to increase interest and participation for Pangea’s Islamic 
products. 

5.  The need for a robust infrastructure for the investment 
platform.

* As convenience and ease of use is critical, the need for a robust and secure back-end transaction 
processes, policies, and procedures is critical to not only create a seamless investment process for 
the diaspora investors, but also deliver excellent, top notch customer experience. There is therefore 
a need for a transparent and cost-effective process of assessing (verification, rating, and scoring), 
matching, securing investments, and moving money back to investors.

* It is important to understand the different expectations from both parties. For example, diaspora 
investors may not be used to traditional methods of verification e.g., provision of notarized 
documents, hard copies, etc., which may be required locally. They are also accustomed to interacting 
with working, transparent public systems and may be deterred by the difficulty in verifying investee 
information such as identity, tax returns, business registration certificates, address verification, etc. 

* Customer experience will have to include clear processes for communication and resolution of 
disputes and complaints.
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6.  Getting the diaspora-led investment fund structure right:
* Technology is just but an enabler of the investment process therefore the design of investment vehicle 

that will leverage on the technology platform to channel investments from the diaspora to local MSMEs 
will have to factor in several legal and financial considerations. 

* The design of the fund will need to consider other critical aspects such the target investees, their 
characteristics and financing needs e.g., their stage of growth, revenue earnings, etc. including their 
financing requirements and the most appropriate financial instruments to use in meeting those needs.

* Determining the overall strategy of the fund when it comes to the sectors and value chains of focus is 
another important factor. Next to this is the whether the fund is adopting a purely commercial approach 
or also a balanced one where impact is core to its investment strategy.

7.  Jurisdiction and regulatory obligations:
* The jurisdiction of the actual fund is an important factor as this will influence important factors such as 

KYC/AML/CFT compliance requirements, capital mobilization, investment guidelines, as well as the overall 
cost of operating the fund.

* Critically consider the jurisdiction where the investment vehicle will be housed depending on the actual 
need.

* Beware of legal obligations per jurisdiction in terms of tax and resolution of disputes in relation to 
contracts.

* We recommend that Pangea considers plugging into CMA’s sandbox to help it better understand 
regulatory issues and framework during developing and testing of its investment platform.
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Annexe 1: List of Key Informants interviewed
Name Organization Role Contacts
1. Charles Wamuti Kenyan in Australian Diaspora Member cwamuti@gmail.com
2. David Savino IFAD Remittance & Inclusive Digital Finance d.berno@ifad.org
3. Antonia Esser and Barry Cooper Cenfri Engagement Manager antonia@cenfri.org, 

barryc@cenfri.org
4. Grace Kanya Equity Bank Head of Credit, International Banking grace.kanya@equitybank.co.ke
5. Sandra W. Chege Equity Bank International Banking Support Services Sandra.Chege@equitybank.co.ke
6. Dr. Shem Ochuodho Kenya Diaspora Alliance Convener shemochuodho@yahoo.com
7. Mohammed Shakeel Salyani Ph.D. Craft Silicon Head of Islamic Banking Division Mshakeel.salyani@gmail.com
8. Isaac Muchiri Flex Money Transfer CEO Isaac.muchiri@flex-money.com
9. Chris Ochieng Kenya Diaspora Association Neth-

erlands
Chairperson secretary@kdan.nl

10. Eric Guichard Homestrings Inc CEO eric@homestrings.com
11. Salat S. Mohamed National Bank of Kenya Head Islamic Banking Retail Sales smohamed@nationalbank.co.ke
12. Duncan Oyaro Financial Sector Deepening Enterprise Finance & Innovations Specialist Duncan.oyaro@fsdkenya.org
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Annexe 3: Diaspora Roundtables (General Insights) 
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