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Transforming a refugee camp into a marketplace: 
lessons from Kenya
Luba Shara

Donors, humanitarian agencies, development finance institutions and host countries are 
looking to the private sector to play a key role in supporting refugees to integrate into host 
communities. 

The private sector has a critical role to play 
in integrating refugees into local economies. 
Attracting private firms to refugee-hosting 
areas, however, remains a challenge. Despite 
the launch of many private sector-related 
initiatives,1 little is known about what a com-
mercial firm needs in order to start operating 
in a refugee camp or settlement, how models to 
facilitate their involvement should be adjusted 
depending on the type of refugee-hosting area, 
and which industries would be most willing to 
invest.  

Start by answering why and how
When discussing the participation of the 
private sector in enhancing the socio-
economic integration of refugees, most 
policymakers focus on two key questions: 
why the private sector should be involved at 
all and how to make the investment a success. 

There are four main reasons why the private 
sector’s involvement is important. First, and 
most importantly, is job creation. Despite the 
efforts of many humanitarian agencies and 
local governments to branch out of their core 
mandate to provide livelihood activities, it 
is the private sector that creates the bulk of 
meaningful and sustainable employment. 

The second reason is the opportunity for 
local informal micro-enterprises to join larger 
companies’ value chains (that is, the full life-
cycles of a product or process, from material 
sourcing to recycling). Despite the presence 
of vibrant micro- and small enterprises, most 
refugee camps and settlements are excluded 
from accessing markets outside of the camps 
or settlements. By connecting the local micro-
entrepreneurs to the already established value 
chains, larger companies can create a diverse 
ecosystem of local firms that would be more 
likely to grow and to hire more people. 

The third reason is the improvement in 
existing labour market-oriented skills and 
the development of new skills. In refugee 
camps and settlements, many refugees have 
completed training sessions organised by 
NGOs and development agencies. However, 
with such trainings not linked to a specific 
employer, this has seldom led to sustainable 
jobs. Compared with other actors, private 
firms are better equipped to deliver training 
sessions focusing on skills that firms need.

The fourth reason is that businesses can 
play a role in encouraging local and national 
governments to remove legal and regulatory 
obstacles that have traditionally hindered 
refugees from becoming self-reliant; such 
as access to work permits, movement 
restrictions, and ‘Know Your Customer’2 
limitations. For example, movement restric-
tions often result in refugee traders having 
to buy inputs (resources to create goods 
and services) at a higher price because they 
cannot access markets, and refugee docu-
ments are frequently not recognised by Know 
Your Customer regulations, which results in 
significant obstacles to refugees’ financial 
inclusion. 

The second question posed by policymak-
ers – of how to make investment work – is 
arguably the least researched and understood 
question. This article highlights the key 
considerations necessary for policymakers, 
donors and development finance institutions 
(DFIs) to successfully attract private firms 
to refugee camps and settlements. It draws 
on lessons from implementing the Kakuma 
Kalobeyei Challenge Fund, a project aimed 
at supporting private sector investment and 
unlocking the economic potential of refugees 
and their hosts in the Kakuma–Kalobeyei 
refugee-hosting area in northern Kenya.
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Tailor the private sector response to the 
refugee setting
Each refugee context is different. Although 
Jordan and Kenya have large refugee camps, 
Al-Zaatari in Jordan has a mostly homogene-
ous population, while Kakuma refugee camp 
in Kenya is home to more than nine nation-
alities. Refugees in Jordan mainly receive 
monetary support, whereas refugees in Kenya 
and the East and Horn of Africa usually 
receive in-kind assistance.  While Ukrainian 
and Venezuelan refugees, for example, have 
primarily migrated to urban areas, the refugee 
camps and settlements in Kenya, Ethiopia and 
Uganda are in remote, economically underde-
veloped and often logistically hard-to-reach 
rural areas. 

To better understand which private firms 
would be most suitable to engage, refugee set-
tings can be divided into four broad categories:

Urban friendly: settlements located within or 
close to large urban centres or business hubs; 
generally, the legal and regulatory environ-
ment is conducive to private sector investment, 
and the local community is supportive because 
of close linguistic, cultural or business ties.

Urban unfriendly: settlements located within 
or near large urban centres or business hubs 
but without favourable legal rights; refugees 
are typically employed in the informal sector 
or hired illegally.

Rural friendly: settlements located in rural 
areas that enjoy a relatively supportive legal or 
regulatory status; refugees have routine daily 
exchanges with the local host community, 
often sharing land and coexisting in relative 
peace.

Rural unfriendly: settlements located in 
remote, economically underdeveloped and 
difficult-to-reach areas, with refugees expe-
riencing multiple barriers to employment or 
freedom of movement. 

Identifying the refugee setting is important 
to understand what kind of private firms 
might be interested in being involved. For 
example, when considering setting up even a 

small production facility in or near a refugee 
camp, one needs to think about the logistics of 
transporting inputs into an area and products 
out, the presence of cold storage facilities and 
the safety of running operations. It is far more 
difficult to set up such a facility in a remote 
area than in an urban environment.

Overall, there is limited literature available 
on the effect of the private sector on refugees’ 
livelihoods either in cities or rural areas. As 
the Kakuma Kalobeyei Challenge Fund oper-
ates in a remote area of northern Kenya, this 
article primarily provides insights for rural 
refugee settings. 

Conduct market research to identify 
comparative advantages 
For the private sector, entering a refugee-
hosting area is not materially different from 
entering any new market. The business will 
need to understand the market size and the 
characteristics of the key target groups – their 
income and consumption levels, and consumer 
preferences. Where relevant information is 
not readily available, it will be necessary to 
conduct a market study to collect it.3 

Consider your first meeting with a large 
pharmacy chain in Kenya to discuss entering 
the Kakuma refugee-hosting area. The firm 
is likely to request information on the area’s 
population, the number of pharmacies and 
hospitals, available insurance schemes, the 
portion of discretional income spent on medi-
cine, and the free medical services offered by 
UNHCR and its implementing partners. 

Treat the refugees and their hosts as one 
marketplace. The traditional division of 
refugee-hosting areas into refugee camps and 
separate hosting communities often does not 
reflect the reality on the ground, where the two 
communities interact daily despite possible 
legal and regulatory restrictions. When con-
sidering inviting commercial interests into the 
area, it is important to have information about 
the whole market – refugees and their hosts. 

How much concessional support is needed?
Private businesses often donate generously to 
humanitarian causes, especially during times 
of crisis. However, corporate social responsi-
bility is insufficient to motivate businesses to 
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start commercial operations in refugee-hosting 
areas. Investing in refugee camps and settle-
ments is risky, requiring blended ‘concessional 
finance’ (financing provided by donors or 
third parties on terms below market rate and 
blended with DFIs’ own-account financing). 
The blended concessional finance incentivises 
firms to enter the market by decreasing the 
investment risks and improving the commer-
cial conditions for investors).

Given that refugee-hosting areas often have 
no real market rate, determining the appropri-
ate amount of concessional support is not an 
exact science. A good starting point is to assess 
the project against the Blended Concessional 
Finance Principles4 developed by a group of 
DFIs to ensure the effective use of concessional 
resources in private sector projects. It is impor-
tant to a) avoid market distortion or crowding 
out private capital, b) catalyse market develop-
ment, c) address market failures (for example, 
market power being concentrated in the hands 
of a few wholesalers) and d) promote high 
standards in corporate governance, environ-
mental impact and social inclusion.  

The potential commercial viability and 
sustainability of the project is especially 
important to consider. Without a medium- or 
long-term horizon of profitability (or at least of 
breaking even), most firms would not view the 
project as worth attempting. 

Most firms will require substantial non-
financial support 
Most private firms require substantial logisti-
cal and practical guidance. For example, firms 
considering investing in the Kakuma refugee-
hosting area typically ask how to fly to Kakuma 
and where to sleep there, how to hire refugees 
and whether it is legal, and how to access elec-
tricity, water and land. In the East and Horn 
of Africa, refugee camps and settlements are 
located far from the key urban centres. The 
travel logistics are complicated and require 
detailed explanation and additional efforts. 
A well-organised initial scoping mission for 
a private firm to the refugee-hosting area 
might positively affect its decision to enter the 
market.

While countries’ laws often grant refugees 
the right to work, businesses might need legal 

assistance to overcome the considerable barri-
ers preventing refugees’ participation in the 
workforce. This is especially true for medium-
sized and smaller firms that might not have 
resources to hire legal help. 

Due to communal land ownership in many 
refugee-hosting areas, leasing or buying land 
is a complex undertaking, especially to build 
permanent structures. Firms will need assis-
tance from local government actors to obtain 
necessary permits and to negotiate with the 
community. The process of obtaining access 
to land might delay the launch of commercial 
projects but will ensure consent from the 
local community and support from local and 
regional government.

In addition, most refugee camps and settle-
ments in the East and Horn of Africa are located 
in historically marginalised border regions. 
Standard operational risks are intensified by 
challenges such as inter-community conflicts 
over grazing pastures and frequent droughts. 
The level of understanding of how the private 
sector works is low, and this is exacerbated by 
high expectations from the local community 
which often sees private firms as an extension 
or replacement of humanitarian organisations 
or government agencies.

As such, each new engagement in a refugee-
hosting area should be evaluated against the 
‘do no harm’ principle. In other words, any 
commercial project needs to consider how its 
activities could exacerbate existing tensions 
and grievances, either between refugees and 
hosts or within refugee or host communities. 
Most private firms will need assistance to navi-
gate these challenges. It is worth conducting an 
in-depth fragility analysis to better understand 
the refugee-hosting area’s political economy, 
list all key stakeholders and decision-making 
groups, assess existing market distortions and 
market opportunities, and explain land alloca-
tion processes as well as security dynamics 
and management. The outcomes of this analy-
sis need to be embedded in the project’s design 
and implementation.

To summarise, to interest private firms 
in starting operations in refugee-hosting 
areas, it is important to look at the type of 
refugee setting; obtain the necessary market-
related data and information about the area’s 
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Public-private initiatives for local integration: 
evidence from Afghanistan and Kenya
Nassim Majidi and Camilla Fogli

Public-private partnerships are laying the foundations to enable sustainable and ethical 
value chain approaches to be used in displacement-affected communities.

In recent years, a considerable number of 
private initiatives have emerged which point 
to a growing interest and commitment from 
investors and corporate partners to support and 
co-design socio-economic interventions that 
support displaced persons in the areas where 
they live. However, migration actors have not 
yet fully tapped into the potential of the private 
sector to complement humanitarian and devel-
opment interventions.¹ 

Working on the assumption that forcibly 
displaced persons – if properly supported – can 
be strong economic actors and agents of change 
in local markets and communities, socio-eco-
nomic integration interventions generally aim 
at fostering displaced persons’ self-reliance and 
empowerment. However, such approaches often 
have limited impact as they tend to comprise 
aid-based, short-term programming imple-
mented by development and humanitarian 
actors who frequently lack specific knowledge 
of local market contexts and dynamics.

Moreover, traditional approaches to forcibly 
displaced persons’ livelihoods tend to focus 
on strengthening the supply side of the labour 
market, by improving the employability and 
skill sets of displaced people, but rarely address 
or engage with the demand side. In other words, 
popular approaches do not take into account 

what labour, products and services are actually 
needed in the local context.² The involvement 
of private partners can support public actors 
to steer intervention strategies towards invest-
ments and actions that are grounded in market 
systems assessments and their needs, and can 
thus contribute to better identify long-term and 
sustainable livelihood opportunities.  

One way to merge the efforts made on both 
sides is through what are commonly referred 
to as public-private partnerships (PPPs). By 
bridging the gap between the competencies 
and responsibilities of the private and public 
sectors, such partnerships can leverage the 
capability of the private sector to meaningfully 
contribute to socio-economic integration at the 
local level. Although such interventions appear 
promising, there is to date a lack of concrete 
evidence on what works and what does not 
work, what needs to be done to ramp up efforts 
focusing on private sector solutions and, most 
importantly, what is the actual impact on the 
lives of refugees and host communities.³ 

This article examines the role of PPPs in sus-
taining value chains (that is, the full lifecycles 
of a product or process) in communities affected 
by displacement. It draws on evidence from two 
initiatives targeting locally sourced products 
in Afghanistan and Kenya, investigating the 

comparative advantages; determine the level 
of minimum concessionality and potential for 
commercial viability; and, finally, assist the 
firm with navigating local regulatory, political 
and fragility challenges.
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